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FOREWORD 


Exactly two years ago this month, Betier Government Personnel, the report of 
the Commission of Inquiry on Public Service Personnel, was issued. This vol- 
ume was followed by the publication of twelve monographs. ong other im- 
portant contributions to the literature on the subject made during 1935 and 1936 
are Government Career Service, by „Leonard D. White; Training for the: Public 
Service, by Morris B. Lambie; The Art of Leadership, by Ordway Lead; Trained 
Personnel for Public Service, by Katherine A. Frederic; and Publie Personnel Ad- 
ministration, by William E. Mosher and J. Donald Kingsley. ‘ 

In part as a result of these publications, Americans have become merit-con- 
scious to a degree not previously reached since the assassination of President 
Garfield by a disappointed office seeker in 1881. The concerted interest and 
activity of civic groups and reform associations, colleges and universities, writers 
and publicists, magazines and newspapers have built up a crescendo of demand 
which has not yet reached its full strength. This is only the beginning. It is 
the prelude to constructive legislation and administration on a nation-wide scale 
for all layers of government. 

Government is men organized to do a public job. It will be good or bad, effi- 
cient or inefficient, depending upon three elements: its purpose or policy; its 
division of work or organization; and its man power or personnel. ‘Though these 
elements are intimately intertwined, they are none the less distinct phases of 
the science of government, and are too often thought of and struggled over 
separately. 

The American Revolution of 1775, as reflected in institutional terms in the 
Constitution of 1789 and subsequent social changes, brought about an important # 
shift in the method of determining governmental policy in this country. The 
philosophy that the common man should ultimately control policy remains with 
us to this day, and is, if anything, more firmly intrenched than ever. Beginning 
in 1906, when the New York Bureau of Municipal Research was organized, tre- 
mendous attention has been devoted to the improvement of the structure of gov- 
ernment as a way to efficiency, economy, and effective democracy; and real prog- 
ress has been made. The neglected factor has manifestly been man power. It 
is therefore necessary and appropriate that the major drive for good government 
should be directed toward the improvement of government personnel. In this 
thrust for better government personnel, what we now need are determination, 
courage, and a constructive, common-sense program. 

How are we going to reach this goal? Some think it is a matter of party re- 
sponsibility; others think it can best be achieved by the establishment of a career 
service in government. It is the hope of the Editor and his associates, John EF. 
Miller and Frances Cole, that the papers brought together here will each con- 
tribute to the solution of this problem. In addition to these papers, the volume 
contains the addresses given at the conference of the Academy in Philadelphia, 
November 1@ 1936, on Improved Personnel in Government Service. m 

LUTHER GULICK 


/ MATERIAL IN PREVIOU= ISSUES OF THE ANNALS RELATED 10 


TOPICS CISCUSSED IN THIS ISSUE 


a 
Municipal Problems............-. ee te er eee November 1906 
Public Administration and Partisaz Prlities....*........ March 1916 
The Crisis of Democracy........ Sowa ees cede oe September 1933 
. SECTIONS 
Training for Municipal Efficiency... 2.0.0.0... 00.0 cc eee May 
Typical Problems in County Gove-ament........... _....May 
Equal Pay for Equal Work Among Public Employes...... May 
Morale and Ability in Public Servi®........0...00.0 00 0c May 
ARTICLES 
Municipal Nomination Reform... .. .Horace E. Deming. .March 
The Reform Movement in Chicage . .Hoyt King........,Mareh 


Civil Service Provisions in Comm‘=sicn 
Charters. .....a.snesssnsrroe se 
Women in Municipal Activities... 


1912, pp. 
1913, pp. 
1924, pp. 
1924, pp. 


1905, pp. 
1905, pp. 


. Elliot H. Goodwin. .November 1911, pp. 
.Neva R. Deardorff. .November 1914, pp. 


281-312 
81-226 

202-268 
306-361 


1-15 
33-45 


138-145 


71-77 


In Defense of Government 
By C. A. DYKSTRA 


O OTHER topic the world over 

is so much discussed today as 
is this institution which we call gov- 
ernment. The substantial difference 
among the peoples of the earth is not 
that some have ideas on the subject 
and some do not, but that in certain 
jurisdictions citizens can express these 
ideas, and in a growing number of 
places they can say nothing. It is 
still to the glory of this country that 
Americans to date may say pretty 
much what they please about their 
government. 


DEFINITION OF GOVERNMENT 


In all this welter of ideas, expressed 
and unexpressed, we run into a stub- 
born and tragic fact. Few seem to 
find it useful or necessary to define the 
term “government.” The easy way 
and too frequently the more useful 
way is to conceive of government as a 
straw man to be knocked down or 
maligned for purposes that are rather 
easily concealed. In the United 
States for the past decade this attack 
cn government has been made on two 
fronts. One battalion flaunts the slo- 
gan that regimentation through gov- 
ernment is destroying liberty and what 
is called individualism. The other 
battalion, making a flank attack, rings 
the changes on public expenditures 
and promotes the theory that this le- 
Viathan is wringing taxes, heavy and 
intolerable taxes, from those who work 
hard to make a living for their strug- 
gling families, only to pour these huge 
sums down the sewers. One has only 
to call to mind the cartoons which 
have been published in recent years 
tp recognize the widespread accept- 
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ancé of these two attitudes toward 
government. 

Actually, the battle shat is going on 
among us is not to determine whether 
we are or are not to have government, 
or whether it is or is not useful. The 
real battle has to do with the question 
of who is to be in control. In many 
parts of the world this decision has 
been reached—those who control the 
army control the government. Hap- 
pily there are still some spots on the 
planet where marching men do not 
have the last word. Our country is 
one of these. 

None the less, we refuse to develop 
a realistic definition of the term “gov- 
ernment.” What we tend to do is to 
dogmatize. We try to classify hu- 
man activities as either individual or 
governmental. We insist on finding 
a compartment or pigeonhole in which 
to file “governmental activities.” ‘Tt 
seldom occurs to us that human be- 
ings sometimes, and for sound reasons, 
act through one device and at other 
times through another. In fact, this 
is precisely what institutions of all 
kinds are—devices or agencies through 
which human beings act for given pur- 
poses. The institution may be a 
church, a fraternal order, a labor 
union, or perchance the method we 
call “government.” 

It may well be that there is no in- 
herent superiority in the claim of gov- 
ernment upon the individual. There 
are still many places where religious 
claims, for instance, have superi¢r po- 
tency. It just happens, however, that 
in this modern world the apparent or 
recognized superiority of the claim of 
government rests upon the fact that 
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political activity is the only medsim 
which embraces the totality èf sur 
collective interests. For the pzesent, 
then, it is of the highest impo-tance 
thaz we know what we mean wken we 
use the term “goyernment.” Ih the- 
ory. at least, practically all modern 
peoples maintain the assumption that 
-it is an instrument of the populer will. 
We still use the ballot box, even if it 
has to be backed up by bullets. 

We are justified, therefore. and 
surely in the United States, in making 
the assertion that governmen. is a 
human device for bringing oértain 
things to pass. There is notking 
sacred or final about any of its forms 
or functions. It need not be omor- 
row what it is today. Certaincy it is 
not inherently evil, nor yet a nezes- 
sary evil. The definitions of govern- 
ment which proceed upon id=as of 
force, sovereign authority, prot=ction, 
power, repression, or fear all haze his- 
torical meaning’and in some propor- 
tion or another are still potent. But 
we should and, certainly in a deno- 
cratic state, we must include in our 
idea of government a concepfaor. of 
bereficent and constructive aseful- 
ness if we are to have a proper apre- 
ciation of the ends which we asx it 
to serve. 

If only we can think of govemmrment 
as method, as agency, as device, as 
mezhanism with a human purpose, as 
triel and error, as experiment, end be- 
sid2s as a collective undertaking of 
which we are all a part, we clarfy our 
difficulties somewhat. We shculd be 
able to agree, then, that government 
is chat ‘collection of human azercies 
through which we put into efec: or 
carry out the demands, desires, and 
ideals of citizens as expressec from 
time to time through a legally zonsti- 
tuted public voting process. This de- 
vice must constantly adapt itself to 
a changing world if it is to bz most 


useful. Furthermore, that govern- 
ment is most serviceable which is most 
in tune with current needs and prac- 
tices. 

So much for theory and definition. 


GOVERNMENTAL FUNCTIONS 


The problem of governmental func- 
tions now almost resolves itself. The 
government’s business is to do what 
citizens in their collective capacity de- 
cide to do. It may be presumed that 
what they can best do as individuals 
or private groups will remain in pri- 
vate hands, and that what they agree 
they can do better collectively they 
will undertake eventually through 
their governmental agencies or other 
coGperative associations. We argue a 
good deal on this point, and some of 
us try to set up some yardstick by 
which to measure the proper limita- - 
tions of governmental activity. No 
one has yet discovered any rule by 
which this may be done. One genera- 
tion accepts as obvious and necessary 
that governmental activity which a 
former generation fought to retain in 
private hands. The distinction as to 
what is a private and what a public 
function tends constantly to shift and 
even to disappear as the conditions of 
modern life gradually annihilate iso- 
lation and distance. 

Assuming a realistic conception of 
government, namely, an organization 
of public services, and granting that 
the functions administered bv this or- 
ganization follow. the needs of society 
as determined from time to time by 
civic action, we come to the problem 
of whether or not it is becoming a 
Frankenstein which in time will turn 
upon the people and devour them. 
Or can we in the United States find 
reasons for defending this instrument? 
Has it any competence, any useful- 
ness? 

In these days one who has anything 
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good to say for government must In- 
dicate that he is not making an argu- 
ment for the authoritarian state. 
Nor is a defense of government a 
reversion to an “archaic political 
technique,” to use the recent words 
of Walter Lippmann. We proceed 
merely upon the assumption that hu- 
man beings must use human tools to 
accomplish their purposes. Despots 
the world over and throughout history 
have seized upon that device which 
answered their purposes. It may 
have been fear or superstition, the 
army or the church, financial or com- 
mercial power, or even the press; or 
they may have taken over some rudi- 
mentary or well-developed form of 
government, because it was there to 
be taken. Authoritarianism, there- 
fore, has no intrinsic affinity with the 
device we call government. It will 
use any method or tool which may be 
athand. The fight for freedom of the 
individual may have to be conducted 
against a government or through a 
government, depending upon the 
forces which attempt to enslave hu- 
man beings. The fundamental ques- 
tion is whether men can do something 
for themselves by collective action 
which they cannot do singly or with- 
out organization. We beg the whéle 
question of exercised power when we 
confuse the terms “authoritarian” or 
“totalitarian state’ with the me- 
chanics of a free people who establish 
a system of public services or create 
protective devices against individual 
tyrannies, and call the product gov- 
ernment. P 

As indicated above, much of the cur- 
rent criticism and objection leveled at 
government in the United States rises 
from two Sources. On the one hand 
there are those who declare that this 
institution has become so pervasive, 
so authoritative, so overpowering, that 


the freedom of the individual is ap- 
` 


proaching the vanishing point, and 
therefore we must have less of it. At 
the same time it is becoming too ex- 
pensive to support. The obvious con- 
clusion of this argument is that gov- 
ernment must step out of its rôle as 
regulator and operator and become 
once again, as in the days of Adam 
Smith, a guarantor ofthe right of the 
individual to work out his own des- 
tiny without let or hindrance. This 
attitude is summed up in the charge 
that “there is too much government in 
business.” 

Oh the other hand there is the group 
that finds government corrupt, inef- 
ficient, inclined to play favorites, im- 
mersed in politics (used in its sinister 
meaning), wasteful, fraudulent, and 
unbusinesslike. It is an army of 
spoilsmen and there is little health 
init. This is the attitude of the aver- 
age “good citizen,” and in some degree 
the philosopher’s point of view. Un- 
fortunately there are sufficient exam- 
ples of corruption to provide an argu- 
ment for those who choose to take this 
line of attack. But to generalize 
from even a large number of stich 
samples is to do violence to the whole 
truth. 


Tue PUBLIC Services 


No one who has not analyzed the 
extent of the services rendered by our 
various governments is in any posi- 
tion to speak with authority about 
them or their costs. The truth is that 
we have increased these services so 
gradually and on such a wide front 
that the average critic has little con- 
ception of what his genefalizations 
mean. ‘The area of unrestrained hu- 
man activity has been narrowed year 
by year, and with such beneficent re- 
sults that we live under considerable 
restraint without quite knowing it. 
We have been using the device we 
call government so generally and so 


4 Tue ANNALS OF THE AMERICAN ACADEMY 


effectively that it has become a. major 
industry even while we have thorght 
of :t as incidental and minor In our 
wav of hfe. Only recently. and 
chiefly because some Federal govern- 
mental activity oy attempt at >2gula- 
tion has met head-on some bzstness 
enterprise, have we become som 2what 
self-conscious ebout this grow ng le- 
viażhan. 

The so-called public services are 
overwhelmingly those which az2 zen- 
dered locally and every day fr the 
citizens of our cities and othec local 
subdivisions. These services employ 
over two million persons, morz than 
hal of whom are in our public school 
sys:ems. There are almost €)0 000 
individuals who serve our citis and 
get their salaries and wages from 
municipal funds. Other local suzdi- 
visions (and there are 175,000 piti- 
cal units in the United States: hire 
more than 300,000 employees, amd our 
stazes add 250,000 to the pubic pay 
~ roll, If we add Federal emplozees to 

this list we find that something like 
3,390,000 men and women 23 the 
United States are employed in prblic 
enterprises. 

One and a half million of thess pub- 
lic servants are so much taken for 
granted that no citizen think= any- 
thing else than that they are a’ 3art 
of our American scenery. Teachers 
and postal employees are just = mat- 
ter of course to everybody. ‘They 
serve a deep-felt need, and neit=er the 
postal service nor the public se.1ool 
-system could be abolished witho2t a 
revolution. Rural highway ramte- 
nance. alone absorbs the services of 
9 per cent of all public emplo-ees in 
the country; and our police and fire 
departments use 6 per cent o” trose 
on public pay rolls. In spite of the 
fact that much is said about tæ vast 
number of Federal employees. waich 
Uncle Sam has hired, the truch still 


remains that about two thirds of them 
are in the postal service, the Army, the 
Navy, and the Marines. 


Diversity of services 

These figures are given merely to 
indicate that the establishment which 
we call government is made up for the 
most part of day-to-day services and 
housekeeping arrangements which we 
would not part with under any con- 
sideration. None of the kinds of em- 
ployees mentioned were thought of as 
a part of our governmental arrange- 
ments in 1787 except the soldiers and 
sailors. The truth is that only an in- 
finitesimal proportion of our public 
servants, so-called, have anything 
whatever to do with governing. 
Most of them simply dispense services 
which our forefathers as individuals 
provided for themselves. Somewhere 
or other in our public establishments, 
men and women do practically every 
type of work that is done in private 
employment. Our public service uses . 
scientists and common laborers, phy- 
siclans and section hands, artists and 
messenger boys, engineers and gar- 
bage collectors, lawyers and clerks, 
executives and automobile mechanics, 
and so on up and down the whole 
gamut of the professions, crafts, and 
even labor jobs. It is this fact that 
is responsible for our heavy public 
pay roll, running to more than four 
billion dollars before the advent of the 
New Deal. Emergency services, pub- 
lic works, and relief activities in the 
last four years have increased this roll 
enormously. For our purposes here 
it is not assumed that those working 
temporarily on Federal works projects 
are government employees or a part 
of our governmental est&blishment. 

When we use the phrase “the pub- 
lic services” as in some large degree a 
synonym for government, we get a 
better perspective of the establish- 

4 


In DEFENSE oF GOVERNMENT 5 


ment now under such severe criticism. 
A glance at the history of these serv- 
Ices is a sufficient reminder of their 
comparative novelty. Not so long 
before he died, President Emeritus 
Ekot in an address before a body of 
college students reminded them that 
in his youth in Boston there were.no 
public services except the very ele- 
mentary waste collection activity of 
the swine which roamed the streets. 
During the lifetime of this one man, 
récently deceased, America has de- 
veloped a governmental mechanism 
which provides for its citizens a multi- 
tude of chores done by paid servants— 
from morning till night, in working 
and playing hours, in illness and in 
health, and from birth to death. Itsis 
hard for this generation to believe that 
their grandfathers knew nothing but 
volunteer fire departments, and casual 
night watchmen serving as their only 
police. Perhaps we should not blame 
too much an older generation which 
cannot help thinking that we have 
added too many “frills” and built up 
a pay roll much too long. 


PAYMENT FOR SERVICES 


It remains impossible for many to 
accept the fact that wages for services 
rendered are just as truly wages if* 
they come out of taxes as if they are 
paid in the conduct of private busi- 
ness. If the painter who washes the 
walls in the city hall gets his pay cheek 
from the city treasurer instead of from 
a contractor who might have the job 
by competitive bidding, he is no less 
an individual workman than,are other 
members of his union who work on the 
church across the street. Some there 
are who still think he is. This ele- 
mentary conffsion of mind is respon- 
sible for much of our current diffi- 
culty about the burden of government 
costs. 

The picture of the public employee 

`» 


as an incubus on the back of the tax- 
payer or of business is pure rationali- 
zation. All services must be paid for, 
whether they come out of a private 
pocket or out of a tax dollar. If it 
should appear that these services cost 
less When rendered by public em- 
ployees, then the economics of the 
situation justify such a public service. 

The actual figure of money raised in 
the United States by taxes to pay for 
all kinds of public services, including 
debt payment, was about nine billions 
of dollars in 1932. This was actually 
less money than was spent that year 
for the purchase, upkeep, and opera- 
tion of automobiles. 

Taking these figures of government 
and automobile expenditure as rela- 
tively equal, we might raise the ques- 
tion as to which is a luxury and which 
a necessity, or we might agree that 
both these industries are necessary 
and indispensable. Certainly both 
provide services for the American 
people. Both purchase raw material 
and pay for. labor; both expend money 
for capital accounts; both borrow 
money and put it into circulation. 
Moreover, it should be remembered in 
this connection that except for the 
tremendous expenditures of govern- 
ments in the United States for high- 
way construction in the last few years, 
the automobile industry would still be 
a relatively small affair. 


Governmental and personal expendi- 
tures 


In 1930 the total cost of all local 
governments in the United States, in- 
cluding schools, was approximately 
five billion dollars. During the same 
year we spent two billion dollars for 
tobacco alone—almost the total eost 
of all local public services except 
schools. We spent more than a bil- 
lion dollars for chewing gum and cos- 
metics. I know of no objection to 
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toese expenditures, but it is mterest- 
ing to know that we could pay all 
local government costs except educa- 
tion by giving up smoking, 2hewing 
gum, and beauty treatments J sub- 
mit, however, ¢hat the-expend-tures 
for local government have dtme at 
least as much for American c tiz=ns as 
have smoking, chewing gam and 
keauty treatments. We carmoz hon- 
_ estly maintain in the face of thx figures 
that we cannot afford locs; public 
services or that their cost stsfes busi- 
ress. 

Throwing out our emerg=ncy ex- 
penditures for the last thres or four 
years, it is fair to say that except for 
our indulgence in the primitive -uxury 
of combat, our Federal budget would 
be but 20 per cent of its pres=nt total. 
Except for the demand for Lighways 
and like public works, state =n= local 
budgets would seem quite modest. 
And save for the additional fact that 


1 An analysis of the expenditures for che city 
of Cincinnati for 1936 shows that tie ewner of 
a piece of property valued for taxatian c= $4,000 
pays out of property taxes for thos2 famnctions 
which we might call “governing,” 31.2. This 
sum includes his share of the expens= of the 
“ollowing functions or offices: Mayer, Council, 
Clerk of Council’s Office, electicr. expenses, 
Municipal Court, Court Clerk’s Office, fury and 
witness fees, rental for court accom -dations,e 
and judgment fees. For services Äncluding 
management and debt service, he says $21.61. 
These include the maintenance of rukite prop- 
erty, protection to persons and property (police, 
fire, and inspection services), cormervation of 
health and welfare, engineering, puclic lighting, 
airport, employees’ pensions, ma‘xtexance of 
university, and the like. The reation, then, 
between the cost of governing (€.232 and of 
rendering service ($21.61) is as 1 = to 18. 
Some ‘would say that a portion o ths cost of 
police service should be included -s the figure 
for “governing.” Whatever that may be it 
would come out of his annual share sf police 
cost-—$3.60. It is apparent, therecre that the 
so-called cost of government is for the nost part 
the cost of service. The above fære of $21.61 
does not include the cost of runniaz the public 
schools. That cost is almost as zreat as all 
other local services combined. 


we as a people believe m education, 
the total expenditure for public pur- 
poses in the United States would be 
less than the national tobacco bill. 
With all our so-called publie extrava- 
gance taken into consideration, the 
public still gets more for its tax dollar 
than for any other dollar spent. 
There still remains less profit in the 
tax dollar than m any other dollar. 
What we are about, those of us who 
are interested in this problem of gov- 
ernment, is to take all the profit out 
of the tax dollar by abolishing politi- 
cal brokerage and commissions, and 
by throwing overboard duplicating 
agencies of government all through 
our whole system. 


$ 


Business AND TAXES 


The business man is accustomed to 
think that private business activities 
are desirable and socially useful, but 
that money spent in taxes takes just 
that much away from legitimate en- 
terprises. Calvin Coolidge once said, 
“To decrease taxes is to enlarge the 
reward of everyone who toils.” It is 
this kind of loose thinking and speak- 
ing that gives all of us the impression 
that government is a hungry monster 
which swallows the contributions of 
its victims and drains from business 
its proper due. We forget that gov- 
ernment, too, in one of its aspects is 
business, because it also is engaged in 
assisting in the circulation of money 
and credit; what it spends, no matter 
how badly, returns almost immedi- 
ately to the channels of trade. To 
think of governmental expenditure as 
lost is such a palpable fallacy that 
were it not for its present reiteration, 
it would hardly be deserving of at- 
tention. e : 

Any public officer knows how 
anxious is the manufacturing busi- 
ness and the contracting world to be 
awarded municipal contracts. Why? 
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Because contracts are business, and 
by consuming materials and labor; 
they provide at all times profit to 
somebody. The payment for such 
contracts comes out of the tax dollar, 
but this fact does not make it worth- 
less or make it an undesirable expendi- 
ture. It would seem obvious that al- 
though taxes may be burdensome to 
us all, they are used in the ordinary 
round of business Just as other moneys 
are. The electric light and telephone 
bills are burdensome, and so is the up- 
keep of our automobiles. Money 
spent at the garage or with any busi- 
ness house may be hard to pay, and 
we may complain about the size of 
the charge, but this money circulates 
and makes other business. So with 
taxes. It would be just as easy to 
prove that taxes make business as that 
business makes business. It does not 
help our problem, therefore, to mis- 
concelve what taxes are or how they 
affect business. If they are honestly 
spent and we get our money’s worth 
on the expenditure, they should be 
considered a business asset and not a 
liability. If, besides, they are justly 
levied and fall upon those who re- 
ceive governmental services, there can 
be no question that no one is hurt and 
everyone is helped, because tax money" 
circulates. 


GOVERNMENT AND CONFIDENCE 


The current indiscriminate drive 
against government activity and gov- 
ernment cost has an attendant psy- 
chological reaction in the minds of our 
people. Any movement which has 
for its object the breaking down of 
confidence in public authority is 
fraught with grave danger. The 
banker is accfstomed to say that, in 
the last analysis, business rests upon 
faith and confidence. This is even 
more true about government. Just 
what would have happened in the last 
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few years except for the vast range 
of governmental activities, no one can 
say. Many believe, however, that 
only these services have stood between 
the American people and utter chaos. 
If government should close its doors 
for thirty days, the proof of such a 
statement would lie all about us. It 
will be enlightening at ¢his point to 
quote from a statement made by Pres- 
ident Harriman, of the United States 
Chamber of Commerce, in that Cham- 
ber’s News Bulletin of October 8, 
1932: . 


Mr. Harriman points out the danger at 
this time of withholding support from the 
only organized enterprise with a necessary 
place in all plans for business recovery. 
As a matter of business insurance, business 
men should now consider increasing their 
support rather than reducing it. Prudent 
retrenchment in these times does not mean 
retrenchment in support of these common 
enterprises or in lessening of contributions 
in personal participation in the activities 
of these organizations. Rather it means 
increased generosity in personal services as 
well as financial support. 


If such advice is given to our Cham? 
bers of Commerce by the President of 
the National Chamber, is it too much 
to suggest that government is also a 
common enterprise which requires 
united support in these days? In the 
Jast analysis, is government more or 
Jess important than such an organiza- 
tion as the National Chamber? Even 
at its worst, government is a grim ne- 
cessity. In its mediocrity, it is a 
powerful factor for civilization and 
the common good. At its best, it 
is a beneficent influence and 4 really 
effective instrument of common 
policy. 

GOVERNMENT BY MEN 

We recognize the values that lie in 
our American theory that we must 
have a government of law. Nor can 
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objection be raised to our *undamen- 
tal conception of a limitea govern- 
ment, if only we are willing f-or: time 
vo time to analyze its meaning In terms 
cf our social and economic hisrory. 
None the less, ¢he fact remaizs that 
if we are to have a system of g¢vern- 
ment services they must be adairis- 
tered and provided by and through 
the activities of men and woaez. 
This brings us to the generalizazion 
that our public services have a lazor 
and a personnel problem which mrat 
be solved for the good of the whas 
enterprise. Every  institution—the 
church, business, industry, agriculture 
and even fraternal organizations—op- 
erates by and through individuals. 
There always remains, therefore, no 
matter what the establishment, the 
opportunity which we call individual 
enterpuse.’ We come, then, to the 
pressing problems which confront all 
organization of human activity. If 
the perscnnel problem can be solved, 
we are well on the way to a human 
organization which can solve the prob- 
gems of environment and natural re- 
sources. The dtfficulties which we 
face in the manipulation of our na- 
tional economy cepend in the last 
analysis upor the human resources 
which we brirg to bear upon them. 
In all our plarning, therefore, let us 
plan our necessary organizations and 
direct human efiort into proper chan- 
nels. 

Our entervrises today and in the 
future will follow two general courses, 
and men and women will give their 
lives to two kinds cf careers. Either 
we will serve individual and corporate 
private undertakings or we will serve 
the more or less corporate organiza- 
tion which we call government—the 
sphere of public enterprise. It is the 
business of those of us who are giving 
attention to the pubsc aspect of 
American life to work cut the prob- 
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lems of administrative procedure and 
public personnel so that the institu- 
tion which we call government can do 
properly, and with safety to all con- 
cerned, those things which are given 
into public hands. We will not solve 
our problems by supporting the easy 
generalization that we must apply 
business methods to government. 
We must set up instead a procedure 
which we can call the methods of pub- 
lic business. We must match the 
term “business man” with another— 
“public business man.” For after all, 
in the American economy the service 
which we call business must revolve 
eround the incentive of profit; the 
business which we call public service 
can have but one incentive—that of 
service, and at cost. It is for this 
z2azon that we are interested just now 
ia public service as a career. Our im- 
med_ate objective has to do with re- 
erzitmg, training, and launching into 
a Lubtic career service some share of 
the brains and good will which the 
Americzn people are developing. 

Our ciscussion of the career service 
in the Uzited States has usually taken 
the form -f lip service to what is called 
the merit or “civil service” system. 
In mary jurisdictions we have made 
little acvazce in theory or practice 
over the “civil service reform” of fifty 
years age Fundamentally this re- 
form attackec the problem of political 
patronage ná did not concern itself 
with public aaministration in its pro- 
fessional aspects. Since governmen- 
tal functions heve increased in num- 
ber and .comzlezity, we must recog- 
nize that the public has a personnel 
problem, just 2s kas industry. This 
means thought zna attention to ques- 
tions of morale, trainthg, promotion, 
and the building up of the loyalties 
necessary to fine verformance in the 
service. 

Our governmen< end its services 
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will require less and less defense as we 
build our public personnel on sound 
principles and as we persuade our citi- 
zens that we can do well the necessary 
coéperative things of our daily life, 


and besides do them at a reasonable 
cost. Americans still need a deal of 
education on the general subject of 
government—its meaning and opera- 


tion. 
e 


C. A. Dykstra, LL.D., L.H.D., is City Manager 
of Cincinnati, Ohio; chairman of the Committee on 
The Réle of Urban Communities in the National 
Economy, appointed by the National Resources 
Board; member of the Committee on Fiscal Rela-* 
tions between Federal Government and District of 
Columbia, appointed by President Roosevelt; and 
member of many national orgagizations. He has 
also served as instructor at Ohio State University; 
professor and head of Department of Political 
Science at the University of Kansas; and professor 
of political science at the University of California at 


Los Angeles. 


The Rise and Decline of the Spoils Tradition 


By CaRL JOACHIM FRIEDRICH 


T IS customary to think tha: the 
spoils tradition arose with Andrew 
Jackson. Senator Marcy’s swagger, 
often attributed to Jackson himself, 
tkat to the victor belong the spoils, has 
earned Jackson this unenviab.e repu- 
tation. Historical research bas long 
since dispelled the idea. It has snown 
that the picture of the Western, popu- 
lar hero strutting into Washington and 
seizing governmental offices for a mob 
of job-hungry followers is amost a 
pure myth. | 

Even if one limits the idea »f spoils 
tc public offices, Jackson is fond not 
ta deviate very markedly from other 
Presidents preceding or follow ng him, 
in the number of men he repeed by 
his own partisans. But scienzifically, 
such a limitation of the idea f spoils 
is scarcely admissible anywey. Be- 
sides the putting of one’s relatives, 
{riends, and partisans into office, there 
aze many ways of despoiling tke public 
coffers through the award of ccntracts, 
the grant or refusal of licenses, special 
treatment in criminal proceedings, dif- 
ferential assessment of prop2rty for 
purposes of taxation, tariff privileges, 
and so on. 

A fully developed spoils system will 
comprise all these different methods 
of transferring public property and 
power to private persons, and ordi- 
narily different groups in tie com- 
` munity will profit from different meth- 
ods.. Thus, in the United States, jobs 
have been the spoils of the poor, while 
contracts and tariffs, for instar.ce, have 
appealed to the propertiel class. 
Hence it is partisan and unfair to de- 
mand the extermination of cne form 
af spoils, such as jobs, withouz seeking 
the concomitant elimination >f all 
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other forms. Nevertheless, in this ar- 
ticle primary attention will be given to 
patronage or spoils in the form of jobs 
on the public pay roll} 


ORIGIN oF SPOILS System 


If Andrew Jackson did not originate 
the spoils system, whence did it spring? 
Did George Washington initiate it? 

Patronage came to this country with 
the settlers in Colonial times. Pure 
as were the Puritans, it would be as- 
tonishing, indeed, if a system which 
flourished in the mother country had 
not been transplanted to its colonies 
along with most other habits, man- 
ners, and customs. Patronage, both 
secular and ecclesiastic, was the main- 
stay of the Stuart monarchy, as it was 
of the skillful cabinet rule in the days 
of Sir Robert Walpole and Lord 
Frederick North. Durmg the Com- 
monwealth and after the Glorious 
Revolution, patronage was even more 
rigorously partisan, though such par- 
tisanship was extenuated by an appeal 
to the revolutionary principles then 
prevailing. It is evident that govern- 
ments will insist upon loyal allegiance 
to themselves; this means rigid par- 
tisanship during periods of revolution- 
aty dissension. At any rate, through- 
out Colonial times, government jobs 
were looked upon as essentially favors 
bestowed upon the job seeker in recog- 
nition of, past and in anticipation of 
future services. 

1 To avoid misunderstanding, regard should be 
had for the fact that “the spoils system is not 
confined to government.” ($. D. White in the 
Encyclopaedia of the Social Sciences, New York, 
1930-1935.) John T. Flynn pointed out that 
there is more graft in business than in political 
life, in his provocative study Graft in Business 
(New York, 1981). 

(J 


Toe RISE AND DECLINE OF THE Brors TRADITION 


The evidence for Colonial America 
is somewhat scattered and sparse, un- 
doubtedly on account of the fact that 
everyone took this system entirely for 
granted. From the governor down, 
“practically all such men viewed politi- 
cal office as a property right rather 
than a public trust.” “They were 
neither better nor worse than the men 
who were carrying on the real admin- 
istration of the mother country.” ? 
Indeed, we learn that one of the pri- 
mary causes for the failure of British 
rule in America was the withdrawal of 
this patronage from the royal gov- 
ernors, not to be turned over to the 
colonists, to be sure, but to be dis- 
tributed by the Board of Trade and 
other offices at home. ° 

Many governors complained bit- 
terly about this infringement of their 
powers; “where there is no depend- 
ence, obedience seldom follows,” one 
of them wrote home in desperation.’ 
What was worse, many of these ap- 
pointees never appeared personally in 
the Colonies, but allowed themselves 
to be represented by deputies “who 
performed their duties with a maxi- 
mum. of financial return to their prin- 
cipals in England and a minimum of 
efficient service in the Colony.” The 
consequent inability of the governors 
to command a strong political follow- 
ing is said to have undermined their 
position in the Colonies; the Governor 
of Virginia in 1774 went so far as to 
blame this system squarely for his in- 
capacity to keep down the attempts of 
party and faction, meaning of course 
the movement for independence. 


PATRONAGE IN EARLY YEARS OF 
THE REPUBLIC 


The tradition of looking upon the 
public service as essentially patronage 


See L. W. Labaree, Royal Government in 
America (New Haven, 1930), pp. 41, 100 f. 
* Ibid., pp. 102 ff. 
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in the hands of those possessing the 
power of appointing men to the vari- 
ous offices did not, of course, vanish 
with the Declaration of Independence. 
Nothing would be more extraordinary 
than if it had. Governors and legis- 
lature$ in the then sovereign states 
immediately proceeded to follow in 
the footsteps of their royal predeces- 
sors. Literary monuments of the rev- 
olutionary period, such as the corre- 
spondence between John and Samuel 
Adams and James Warren, are full of 
references to spoils. ; 

It is high time that we dispense with 
the pious quotations where insistence 
is placed upon qualifications for the 
various offices. ‘To be sure, such con- 
siderations are urged in connection 
with crucial key positions, such as the 
generalships for the Revolutionary 
Army. But even here, such consider- 
ations by no means always prevailed.* 
Besides, there were numerous posi- 
tions of a less decisive sort, where the 
word “qualification” never so much as 
entered into view. What “qualified” 
men for positions was precisely what 
had qualified them hitherto: recogni? 
tion of past and expectation of future 
services to the recommender, as well 
as other less tangible assets, such as 
family connections, friendship, and 
the like.5 

Perhaps the most engaging figure 
playing this game of eighteenth-cen- 
tury politics, and naively bridging the 
“gulf” which separated royal from re- 
publican government in so many other 
respects, was Benjamin Franklin, post- 
master under King George as well as 
in the Republic. When he was Post- 
master-General for His Majesty, aside 
from securing many other advantages, 
including the franking privilege,. he 


t Warren-Adams Letters, Vol. I, 1743-1777 
(1917), e.g., p. 61 f. concerning the appointment 
of General Lee. 

€ Ibid., pp. 87 f., 97 ff., and elsewhere. 
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appointed his relatives and friends to 
the local postmasterships: his son Wil- 
hem postmaster of Philadelpaiz, his 
brother John postmaster of Beston, 
and so forth. When in 1776 Eraaklin 
was head of the American posts, he 
was given the power of nammg dll his 
employees; he used it with discretion 
ard sagacity. e 

All this is not said to engage in the 
ncw all-too-familiar sport of mud-sling- 
inz, but rather to show that paircnage 
ar.d spoils were not mud at tie time 
when American independenze was 
bern. It did not require any nysteri- 
ous effort of corrupting democracy to 
bring the spoils system into exist2nce; 
it was there a cradle ready to rezeive 
the newborn babe. There vere, of 
course, a great many mutual >ecrimi- 
nations and accusations to the efect 
that one or the other group abı sed the 
patronage,’ but they were primarily 
fozused upon the question of removal. 


A Party SYSTEM 


The diffused, factional na:ure of 
American partisanship during -he first 
years of the Republic has obscured the 
evident persistence of the spoils tradi- 
tion, now gradually transformed to 
serve new needs. If patronage had 
been royal, gubernatorial, amd per- 
sonal up to the Revolution, if it had 
been factious in the period of tae Con- 
federation, it soon after the formation 
of the Union commenced to be of cen- 
tral importance in the building of local 
ard national parties. 

Much emphasis has been paced 


$ See Bernard Fay, Franklin—The apate of 
Modern Times (Boston, 1929), pp. 2-1 Æ., 301 
f.. and elsewhere. Franklin stands. irciden- 
tally, as a lasting memorial to those who doubt 
the possibility of combining spoils end other 
qualifications. He first succeeded ir making 
the Post Office pay for itself. 

“See H. L. McBain, DeWitt Clintoz and the 
Origin of the Spoils System in New York New 
York, 1907), passim. 


upon Washington’s nonpartisan in- 
terest in “qualifications.” Parties had 
not, however, emerged at the begin- 
ning of Washington’s Presidency, 
when he formulated his policy, and he 
never stooped to recognize them af- 
terwards. Nevertheless, Washington 
made an earnest effort to overcome 
the patronage tradition he found.’ 
He was, of course, a soldier, and as 
such he had a genuine regard for tech- 
nically effective performance. But 
one must not forget that to question 
the qualification of a candidate for 
office often affords a convenient and 
telling objection to a person who is 
deemed undesirable on other grounds. 
Washington with an unwonted gran- 
deur considered men who disagreed . 
with him factious, quarrelsome, and 
ill-qualified for public office. This 
outlook favored men from the emerg- 
ing Federalist Party, in fact if not in 
theory.® 

In order to gauge the patronage out- 
look of the American Government 
under Washington, we cannot limit 
ourselves to an inspection of his own 
views. His lieutenants were of vital 
importance also. Now, even if there 
were no concrete evidence to show the 
skillful partisanship of appointments 
ån this period, Alexander Hamilton’s 
doctrine of party built upon economic 
interest would suffice to allow us to 
conclude that the spoils system in its 
medern form as a mainstay of political 
parties was initiated in the period of, 
if not by, Washington.1° The pub- 


8 For this cf. S. E. Morison, The Oxford His- 
tory of the Wnited States (London, 1917), Vol., 
I, p. 109 and passim. 

® Morison, op. cit., p. 234. Carl R. Fish, The 
Civil Service and the Patronage (Cambridge, 
Mass., 1904), p. 8 and passim. See also The 
Writings of George Washington (ed. W. C. 
Ford), Vol. XI, pp. 394 f., 414, 449 ff; Vol. XII, 
pp. 17, and passim. 

10 See The Federalist, particularly Nos. 1-10, 
and Charles A. Beard, An Economic Interpreta- 
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lished correspondence of Washington’s 
later views has, furthermore, brought 
to light indications of Washington’s 
own willingness to give such considera- 
tions due weight.14 

What the hard-headed Hamilton 
and others began under Washington, 
Adams completed, particularly when, 
toward the end of his term, he rushed 
to appoint as many Federalists to 
judicial posts as he could, as facts in 
the Marbury Case tellingly showed.” 
This vigorously partisan exercise of 
the appointing power showed beyond 
doubt that public offices were now 
spoils to be used in support of a po- 
litical party. The year 1801 marks 
the début of the modern spoils system. 
Let us not forget, however, that the 
country owes one of its greatest jurists, 
John Marshall, to these baptismal 
rites. Once more the comment is sug- 
gested that “qualifications” of a tech- 
nical sort are not incompatible with 
patronage. 


RECOGNITION OF SPOILS SYSTEM 


In dating the modern spoils system 
from 1801, the stage has been set 
for Jeffersonian Democracy. By the 
modern spoils system we mean nothing 
more or less than that henceforth spoils 
are the recognized tool of party organs 
izers and managers. This conscious 
recognition was not limited to the 
United States; in the course of the pre- 


tion of the Constitution of the United Sttites 
(New York, 1913), pp. 153 f., 101 ff. 

2 See The Writings of George Washington, 
Vol. XII, p. 107 (cited in C. R. Fish, op. cit., 
p. 14). See also Warren-Adams AOR Vol. 

IT (1926), passim. 

1 Cranch 187. It will be recalled that this 
officer sued Madison, Jefferson’s Secretary of 
State, under a mandamus proceeding for a signed 
and sealed commssion as Justice of the Peace in 
the District of Columbia which it had not been 
possible to deliver before Adams left office. See 
E. S. Corwin, John Marshall and the Constitu- 
tion (New Haven, 1919), Ch. ITI. There is, of 
course, an enormous literature on this subject. 


ceding generation English politicians 
and students of public life had likewise 
become aware of it. 

General elections are said to be le- 
galized revolutions. Jefferson, when 
reminiscing upon is life, certainly 
inclined to look upon his election in 
that way. Is it surprising, then, that 
the revolutionary attitude toward 
public offices associated itself with 
party victories and thus afforded an 
effective rationalization of the needs 
of modern parties for extensive patron- 
age? In the local conflicts and strug- 
gles of parties the reality behind such 
lofty views was soon apparent. Tam- 
many Hall in New York, we learn, was 
founded to combat the aristocrats who 
under Alexander Hamilton had suc- 
ceeded in gaining control of the new 
government. “Tammany Hall inter- 
ested the people not because it be- 
lieved in Liberty, but because it gave 
them jobs as street cleaners.” 14 Jef- 
ferson’s disinclination to recognize 
Tammany’s claims after his election of 
1801 resulted in bitter dissatisfaction; 
it heralded a difficulty recurrent in 
American party politics ever since. ° 

As party feelings died down, the 
patronage controversy subsided after 
Jefferson, only to reappear in a more 
cynical form in the days of Jackson. 
Carl R. Fish has shown how the 
spoils system intrenched itself during 
the first quarter of the nineteenth cen- 
tury In various sections of the country 
—in New York, in Pennsylvania, in 
Massachusetts, in the South, and in 
the West. 


Slowly, but persistently there were found 
developing in the states, two tendencies 


8 See L. B. Namier, The Structure of Politics 
at the Accession of George III (London, 1929), 
and H. Furber, Henry Dundas, First Vigcount 
Melville, 1742-1811 (London, 1931). 

“T. H. Werner, Tammany Hall (New York, 
1928), p. 25 and passim. See also McBain, 
op. cit., Chs. II-IV. 

% Op. cit., Ch. IV. 
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that burst suddenly and violently into na- 
tional politics: first, the custom of using 
the public offices openly and continuously 
as ammunition in party warfare; second the 
idea of rotation in office. 


If these particular ideas are taker. to 
desiznate the spoils system, then, end 
then only, is it historically accurate to 
say that the spdils system became £c- 
cepted in national politics at the acces- 
sion of Andrew Jackson. But suca a 
view is rather arbitrary, as we have 
suggested. As far as the first idea is 
concerned, we find that parties,end 
patronage emerged as concomitent, 
interdependent factors‘of popular pali- 
tics during the second half of the eight- 
eenth century, not only here but in 
England as well; while the second is 
evicently a generalization from obser- 
vation and experience, for only after 
two parties had alternated in office for 
some time could the process be recog- 
nized as “natural.” 

To this was added a feeling, born of 
pioneer conditions, that any able man 
cou_d fulfill the duties of public offices. 


Yr the frontier states particularly, the 
superb self-confidence born of the pioneer’s 
sing-e-handed victory over nature balked 
not at the full measure of democracy, but 
boldly asserted that all men were crezted 
equally able to fulfill the duties of gov2rn- 
ment offices.16 


Andrew Jackson expressed this su- 
preme self-confidence. He added to it 
the idea that long tenure spelled bu- 
reaucracy and corruption. Instead of 
explaining away the patronage, Jack- 
son frankly acknowledged it as not 
only real but also desirable. Once his 
had been done, it was merely a mat- 
ter of time until the entire public serv- 
ice had become one vast patronege 
machine. For there is a great dif- 
ference between committing a sin 


6 Fish, op. cit., p. 104. For Jackson’s avrual 
message of 1829 see tbid., pp. 111-112. 


and alleging it to be a virtue. This 
acceptance of the spoils system as 
“democratic” is the real reason why 
Jackson may be called the father of 
the institution. 


BEGINNING or MERIT SYSTEM 


Whatever there may have been of 
truth m Jackson’s position in 1829, it 
became increasingly clear as the cen- 
tury wore on and industrial civilization 
unfolded its complex technical pattern 
that trained competence is essential for 
a very large number of governmental 
offices. Legal, engineering, and sci- 
entific tasks presented themselves with 
which the common man could not 
conceivably hope to cope, even if he 
happened to be a genius. 

At the middle of the century Eng- 
land began to turn away from patron- 
age; as a secondary consequence of the 
great parliamentary reforms there ap- 
peared efforts at a reform of the “civil 
service.” Inspired by these English 
developments (G. W. Curtis), as well 
as continental ideas (Carl Schurz), a 
broadening movement for the estab- 
lishment of the “merit system” ap- 
peared in the United States. 

Jackson’s ingenious doctrine of uni- 
versal technical qualification had 
never gainsaid the standards of com- 
mon moral decency as essential for 
office-holders. But when the spoils 
system became triumphant in the 
period before the Civil War, such 
standards rapidly declined, and out- 
right scoundrels intrenched themselves 
as of right in public offices because 
“they had served their party.” Great 
scandals during the seventies and 
eighties served to arouse a measure of 
public indignation. They also threat- 
ened the faith in democracy, now in- 
creasingly linked with boundless cor- 
ruption—as royal government had 
been in the latter half of the eighteenth 
century. 
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While it must be acknowledged that 
the fierce and self-righteous wrath of 
the “better classes” overlooked the so- 
cial service which such organizations 
as Tammany Hall were performing,” 
clearly a measure of retrenchment was 
indicated of the modern “machines” 
in city and state politics. The indus- 
trial age requires a responsible public 
service, not only in the interests of 
business but also in the interests of the 
small man. His rightful claims for a 
measure of social service can be much 
more effectively satisfied by well-or- 
ganized governmental activities, oper- 
ating aboveboard and subjected to 
constant publicity, than by the subter- 
ranean channels of bossism. 


WHAT SUBSTITUTE FOR PATRONAGE? 


When one reflects upon the condi- 
tions under which government service 
has developed in the United States, he 
finds five features of the American 
scene which seem particularly signifi- 
cant: the remoteness of the United 
States from powerful neighbors, and 
the consequent immunity from attack; 
the pioneering conditions which pre- 
vailed during the first hundred years 
of this country’s political life as an in- 
dependent state; the melting pot, or 
constant mixture of populations, pre- 
ducing a curious multiform uniformity 
and a persistently equalitarian trend 
all over the country; the many 
churches and sects; and finally, .the 
two parties, held together by national 
elections, though each includes the 
most diverse factions.'® 

While it is not possible to consider 
these social factors here in greater de- 
tail, it may be suggested in conclusion 
that the interdependence of the two- 

7 See Werner? op. cit., passim. Cf. also J. T. 
Salter, Boss Rule (New York, 1935). 

*See Carl Joachim Friedrich, “Responsible 
Government Service under the American Consti- 


tution,” Problems of the American Public Serv- 
ice (New York, 1935), p. 10 ff. 


party system and patronage raises 
very serious problems whenever the 
total abolition of the spoils system is 
advocated; for if political parties are 
not sustained by patronage, some. 
other means of support has to be 
found. To rely primarily upon 
“ideals,” even if practicable, is likely to 
entail such radicalization of the parties 
as to engender a civil war situation. 

England and others traditionally 
aristocratic countries haveconsiderable 
resources in the form of honors and 
decoyations; to what extent it would 
be possible to initiate similar rewards 
in this country is quite uncertain. 
Also, spoils other than jobs may offer a 
certain measure of cohesion. Indeed, 
group advantages may be said to have 
supplanted already the despoliation of 
public offices as a primary method for 
insuring party support. Business, la- 
bor, and farmers alike have coalesced 
into “interest groups” supplying large 
bodies of voters now to one party, now 
to another—a fact which is often for- 
gotten over the pressure which these 
groups exert in various sectors of po- 
litical life. 


Errects on Our Views or Pustic 
SERVICE 


If in conclusion one asks what are 
the effects of the spoils tradition on 
our thinking about the public service, 
he finds them to be numerous and pro- 
found. From the days of Jackson, the 
idea persists that democracy and a 
stable governmental service are incom- 
patible. This view is epitomized in 
the hue and cry about bureaucracy.’ 

Then, there is the notion ‘that the 
main task of reform should be con- 
ceived in terms of “merit,” thus open- 
ing the door wide toward one ef the 
worst features of the civil service as it 
exists at present, namely, the veterans’ 


See Friedrich, op. cit., pp. 16 ff, and the 
literature cited there. 
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preference, riveted as it is upon the 
rock of meritorious service in the 
armed forces of the United States. 
There is, however, at present a grow- 
ing movement for the substitution of 
the idea of abilitysfor that of merit. 

Another bothersome effect upor our 
theught about the public service 
which results from the spoils tradition 
is the mistaken emphasis upon the 
number of positions that have been re- 
moved from the grasp of the spoilsnen, 
whereas what really matters is the im- 
portance of the positions. Thus we 
find letter carriers carefully protected, 
buz the headships of important post 
offices left to the working of the spoils 
system. Such an attitude, while 
qu-te understandable, is really absurd. 
Lezters can be carried by Democrats 
_ Just as well as by Republicans, irre- 
spective of particular ability; the Jack- 
sonian notions concerning the qualifi- 
calions of the average man are really 
applicable here. But the headsh:p of 
a Dig post office is quite a different 
metter. 

Related to this preoccupation with 
the negative and quantitative aspects 
of how to create a responsible govern- 
ment service is the notion, deeply 
rooted in American thought and defi- 
nilely connected with the spoils tzadi- 
tion, that positions concerned with 
policy-forming activities shoulc be 
subject to party control. There is a 
considerable measure of good sound 
sense in this position. But a thorcugh- 
going analysis of the more complex 


fields of governmental policy reveals 
that this distinction is rather tenuous. 
Even policies which eventually þe- 
come highly political often emerge in 
connection with difficulties encoun- 
tered in the strictly administrative 
sphere, and hence a thorough applica- 
tion of this distinction between policy 
formation and policy execution would 
lead right back to the spoils system. 

It is a corollary of this way of ap- 
proaching governmental activities to 
see administration primarily as execu- 
tion of legislative enactments. While 
this notion is not rooted in the spoils 
system, it greatly contributed toward 
its growth. “The sovereign people 
have made the rules through their rep- 
resentatives; any intelligent man can 
carry them out.” 

A shifting view of popular govern- 
ment, assigning to the electorate and 
its representatives a more passive role, 
has given rise to a whole gamut of dif- 
ferent problems. Both executive and 
administrative work appear in’ a more 
positive position of leadership, al- 
though the old distinction is some- 
times brought forward today to differ- 
entiate between executive and admin- 
istrative functions. There is merit in 
the substance of such a distinction, as 
dong as it is not overstated into an ab- 
solute difference. 

Thus it can be seen that the spoils 
tradition, though itself today in full 
retreat and disintegration, is casting 
its shadows over all American thought 
on the public service. 


Carl Joachim Fr-edrich, Ph.D., is associate pro- 
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Spoils and the “Racket” 


By Tuomas J. HAGGERTY 


EVER since I have been able to 
read and comprehend a political 
party platform have I failed to see the 
word “economy” included in its make- 
up as one of its cardinal planks. To 
fail to mention it would be considered 
a grave oversight on the part of the 
political boss. 

Notwithstanding this fact, I have, 
except on one or two occasions, failed 
to see it materialize in a way that the 
word would imply. The reason for 
this, it seems to me, needs to be ex- 
plained to one not versed in practical 
politics. 


CAMPAIGN REQUIREMENTS 


In this country, candidates for pub- 
lic office are generally elected through 
the efforts. of a political party or ma- 
chine, which undertakes to sell the can- 
didate to the electorate of the particu- 
lar district he desires to represent. 
Now, in order to conduct this cam- 
paign, organization, workers, and 
money are required. If the party 
under whose banner the candidate is 
campaigning happens to be in power 
in that particular district, the sailing is 
not so rough. Should it not be in 
power, the going is quite choppy. , 

I said a campaign takes organiza- 
tion. The party in power has that 
already. If it has been in power for 
any length of time, more than likely it 
has an almost impregnable organiza- 
tion which it has built up both by fair 
means and by foul. 

A campaign yequires workers in the 
good cause; canvassing; electioneer- 
ing; and various publicity stunts; for 
to win is not enough. The question is, 
By how big a majority did we win? 
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Everybody holding a political job is a 
worker for the party or for the candi- 
date. In addition, a great many peo- 
ple take an active part in the campaign 
on the promise of a job if the candidate 
or ticket is elected. 

Plus organization and workers, a 
campaign requires money. To the 
party th power this need not prove a 
great obstacle. To the “outs” it is a 
real problem. To the campaign fund 
of the “ins,” every illegitimate business 
or racket contributes, along with some 
that are strictly legitimate. The head 
of the illegitimate business contributes 
because he cannot do otherwise. If he 
is operating under the present régime, 
he is perfectly satisfied anyway and 
wants no change. The legitimate 
business contributes sometimes to 
both sides. It is good policy to be on 
friendly terms with those that are in 
and to be in the good graces of the outs” 
should they become the ins. This 
may sound strange, but nevertheless it 
is a fact. 

If the party in power elects its ticket, 
things shortly quiet down; the boss 
surveys the field, sees who performed 
well, and, if they are not already on the 
pad or pay roll, creates jobs for them. 

Should the outs become the ins, the 
story is slightly different. The first 
thing they do is to sweep out of office 
every trace of the former régime and 
set about to install a brand new retinue 
of faithful party workers. The num- 
ber of jobs given out is usually larger 
than before, because the newly elected 
party campaigned on limited cash sup- 
plemented by a sea of promises of jobs 
“if we go over.” So, almost any day 
after the newcomers take office, you 
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will find them besieged by an ermy of 
job seekers, a great many of wkom will 
be placed on the pad. 

_ Now, when does this promise of 
economy go into effect? t just 
doesn’t. The promise is merely part 
of the game. The new ins have been 
out so long that they are like a-pack of 
hungry wolves. 

I mentioned that the majority of the 
winners is taken into account. If the 
majority is big, if the winners have won 
by a landslide, it has the tencency to 
frighten off any opposition thet might 
launch out a ticket against them :n the 
n=xt election. 


How tre Macure Is Burt 


Installed in office, this new adminis- 
tzation sets out to do just whet the 
previous one of another party did, 
namely, dispense favor and patranage 
and collect tribute. In short, i> con- 
contrates on building an orgenization 
or machine in order to perpe‘uate 
itself in power. ‘This is accomplished 
in a variety of ways. 

e In some states, judges are elected to 
cflice in the same way as any other 
candidate. Their names nust be 
placed on the ballot to be voted upon. 
But the fact that the aspirart for the 


judgeship has every qualification for ° 


the position is not enough. He must 
be strictly organization; he must obey 
orders. 

T have been told from a source I be- 
lieve authoritative that the nomina- 
tion for any of the upper cour-s in New 
York costs $50,000.1 Of ecotrse, a 
nomination is equivalent to an elec- 
zion. In states where judges sre ap- 
pointed to the bench, as in th2 State of 
New Jersey, judgeships are parceled 

* 


*The editor supports this stacerent. In 
fact, he heard on good authority that nomina- 
tions for higher courts in New York Cty could 
not be arranged without a contribucior of from 
$75,000 to $125,000. 


out at from $16,000 in the lower courts 
to 825,000 in the higher, with the stipu- 
lation that the candidate shall sign, but 
not fill in, his resignation. This is held 
over him as a whip, and any time he 
feels like rearing up and kicking over 
the traces, the signed resignation is 
brought into the limelight. The State 
of New Jersey had a concrete illustra- 
tion of just such a happening a few 
weeks ago. Yes, sir, the dignified . 
judge takes his orders as does the pros- 
ecutor. Such is machine politics. 

The racketeer, of which there are 
several kinds, plays more than a small 
part in machine politics. The fellow 
who runs a handbook, the betting com- 
missioner, the labor leader racketeer, 
the fellow who furnishes protection 
and collects from establishments of ill 
fame, all look to the powers that be to 
carry on. No racket of any size could 
operate longer than seventy-two hours 
without the O.K. All rackets are di- 
rectly or indirectly tied in with some- 
one vested with the power to allow 
them to operate. The racketeer pays 


tribute—10, 15, 20, or more per cent of 


the take-in. In turn, he comes in nice 
and handy for any strong-arm work 
that the machine may want done with- 
out showing its hand, such as at the 

polling places or in breaking a strike. 


Wao Gets THE TRIBUTE? 


I read somewhere a statement which 
said that those in power collect for 
themselves only; that the outs receive 
no tribute. This statement must have 
been made by someone not so familiar 
as he might be with this phase of the 
subject. Let us see a little farther. 
The ins collect from various sources 
such as I have outlined above. Do 
you suppose for a mément that the 
outs do not know where these sources 
of tribute are located? They certainly 
do, or they would not be boss politi- 
cians. So the ins see that the outs get 
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a percentage of the shakedown in order 
to keep the outs from letting out a cry 
about graft. 

Of course, the outs do not get any- 
thing like the share the ins retain for 
themselves. Furthermore, the outs 
share in the racketeering graft only. 
The cut on purchase of school sup- 
plies, fuel, or new buildings, or altera- 
tions of old ones, which goes to the ins 
- is retained in its entirety. This is not 
generally known. Even the run-of-the 
mill members usually do not know it. 

While on this phase of the subject, 
let us look into the affair a little 
farther. The party that is out locally 
may be in power in either the Federal 
or the state government or both, and 
from this source the local outs may, 
and probably will, be able to get some 
pap. Of course, national and state 
pap is not nearly so plentiful as local 
pap, unless you include the WPA 
(“With Political Approval”) , a recent 
addition in the field. The local ins 
may, and usually do, have to curry 
favors which have to do with state or 
national affairs. Being of a different 
party from the ins in the Nation or the 
state, they cannot contact or make the 
connection. ‘The chairman of the city 


committee of the local outs has the ap- : 


proach for any pap or favors when his 
party is im power in the state or the 
National Government. It must come 
through him. This gives the local 
outs a chance for a cut and also an 
opportunity to build up a machine. 
Despite the fact that the local ins have 
a representative in the state or na- 
tional body, Mr. Chairman of-the local 
outs or one of his henchmen is the one 
who will handle the matter if the body 
as a whole is predominantly of another 
or opposing party. 


CIVIL Service POSITIONS 


We come to positions under Civil 
Service. These positions are supposed 
4 


to be filled by those who have passed 
an examination with highest ratings. 
But are they? Invariably you will 
find a person far down on the list 
being appointed to a position while 
someone with a muéh higher rating 
looks on in bewilderment. The one 
less qualified more likely than not has 
the connection, plus tash to the 
amount of the first year’s salary. Sup- 
pose he has the connectiorf but not the 
cash? Well, what is the Morris plan 
for? Promissory notes and endorsers 
are still recognized by banks,and what 
a volume of business banks do along 
these lines! 

About four weeks ago I read in a 
New York daily paper a statement by 
a high official of the Civil Service who 
spoke about the pressure brought on 
him from time to time to favor certain 
people on various lists when making 
appointments. He said that usually a 
person interceding for someone else 
was of the professional class—a clergy- 
man, a lawyer, a physician, a certi- 
fied public accountant. Investigation 
proved that in a great many cases the» 
individual did not even know the ap- 
plicant in whose behalf he was speak- 
ing. This is not strange, but it does 
seem that a person who has had the ad- 
vantage or benefit of a good education 
should be using it for a better purpose. 

From time to time there has been 
considerable comment about the sal- 
aries paid to government employees. 
Some who come under Civil Service 
are underpaid, while those who are ap- 
pointed to positions through their 
claim to patronage are in most cases 
overpaid. In this latter class, the one 
appointed to a position gives up a 
goodly portion of his first year’s salary. 
He is expected to make up the differ- 
ence in tribute. In the event that the 
position affords no opportunity for 
tribute, he pays a smaller amount, 
probably 25 per cent of the first year’s 
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sēlary. Of course he must contribute 
tc the campaign. In many cases the 
sclary is increased so that the job 
holder can give a bigger cut. 


Gertine,Out THE VOTE 


The political boss gets his power 
from the ballot box, the actual results 
of which are*sometimes questionable. 
Be that as it may, his organization gets 
out the vote. Into the polling place 
come people of every mental capacity, 
from the scholar, the real intellectual 
who has, absorbed the untranslated 
works of Virgil, Theocritus, Plato, and 
Eorace and has delved into prodlems 
in fourth dimensional geometry, to the 
dodo who hardly knows how to spell 
his own name, to say nothing of Enow- 
ing what the election is allabout. The 
workers who get out the vote nore 
the scholar, who exists in very limited 
numbers, but devote all, or nearly all, 
their time to the dodo who, in num- 
bers, constitutes the mob. These 
voters do not vote, but are voted the 
way the boss says; sometimes fo? pay, 

eoometimes for favors to come. The 
result is usually referred to as the mob 
vote. 

That the machine performs a s2rvice 
ky getting out the vote is conceded. 
But that vote casts its ballot in favor 
cf the machine, which, in the final 
analysis, is little, if at all, concerned 
with efficient government. It is, how- 
ever, vitally concerned with keeping 
liself in power, with free access to the 
swag. Many students of practical 
politics feel that herein lies the weak- 
ness of the democratic form of govern- 
ment.’ It raises a doubt in the minds 
cf many thinking people as to our 
capacity for self-government. 

Boss rule im politics has made the 
game (and indeed it is a game) so 
Yicious, so brutal, that sensitive and 
delicate persons remain aloof from it. 
Those who might be a real asset to 


public life recoil farthest fromit. This 
means that the chance of any inde- 
pendent candidate’s being elected 
where boss rule prevails is very slim. 
Of course, the machiné is available, 
but you take your orders. 

The political machine is interested 
primarily in votes, which, if gathered 
in in sufficient quantites, spell power. 
It is ever ready to cater to a pressure 
group which represents a worth-while 
bloc of votes, passing legislation such 
as the group demands, some of it half 
made, even though it be detrimental to 
the public at large. 

Contrary to what many people may 
think, the mainstays of the political 
machine are not in Washington or in 
the state legislatures, but are back in 
the home precincts where heelers get 
out the vote. Collectively, these dis- 
tricts spell victory or defeat. Usually, 
the closer the electorate to the candi- 
date,thepoorerthechoice. State gov- 
ernment is less efficiently administered 
than your National Government, and 
your cities are less efficiently adminis- 
tered than your state government. 

Between the politician and the rack- 
eteer there is little difference. The 
former operates under the guise of 
legality, while the racketeer is usually 


* the out-and-out thug who gives you to 


understand that he has that very es- 
sential O.K. without which he could 
not last very long. They must work 
band in glove. How else could the 
politician come in for his percentage? 


PUBLIC INDIFFERENCE 


That „such conditions prevail in 
nearly all cities, and haye prevailed 
over a long period of time, is due 
largely to the apathy of the public, 
particularly of the wunderprivileged, 
who, having little or nothing at stake, 
look with indifference at any mention 
of these conditions. . 

That this kind of public administra- 
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tion cannot help being costly and in- 
efficient is, no doubt, quite evident to a 
great many people. How expensive it 
is, I doubt whether anyone has under- 
taken to find out; nevertheless, many 


people who are versed in management . 


of private affairs of large dimensions 
claim that with trained and competent 
administrators displacing spoilsmen, 
the cost of government could be cut by 
at least one third. At the same time, 
the efficiency of the various branches 
of government, national, state, and 
local, would be increased and the com- 
petent administrator could be paid a 
salary commensurate with the respon- 
sibility his position entails. 

But the mob and the boys on the 
pad who make up the bulk of the vote 
are not interested in economy, while 
the person who has a small investment 
in the community and should be inter- 
ested is left hanging on the ropes by 
the greater numbers of the mob. A 
lot of high class social] engineering goes 
to wreck on these hard human facts. 
Those who usually undertake to 
change these conditions by an appeal 
to the mob fail miserably, principally 
because they are unable to get down to 
the plane of thinking on which the 
mind of the mob usually functions. 


In short, they are too far away from ° 


those they are trying to interest. 

That someone will take issue with 
some of these statements, I am not in 
the least surprised; but I can assure 
you that they are not overdrawn by 
one half of one degree. 


The writer was for a number of years 
intimately associated with one of the 
most tactful political leaders that this 
country has ever known. This same 
man, who has since passed on to his 
final reward, started out in politics 
about fifty years ago with the sincere 
purpose of giving the underprivileged, . 
or the underdog as he called them, a 
chance, a fair measure of justice; only 
to find at the end of five years that the 
so-called underdog did not want a 
chance, but was willing to be fed up on 
hokum and confusion. When he de- 
cided to change his viewpoint, he 
turned out to be one of the most ruth- 
less politicians that ever engaged in 
the great game. He took no small 
part in the election of governors, 
United States senators, state senators, 
and many small fry, sometimes em- 
ploying ways which were not alto- 
gether ethical. But as he would say, 
“Win we must.” 

This is not the most pleasant side of 
public life about which to write. But 
this phase of it prevails, so much that, 
it seriously threatens to become bigger 
than government itself. It has, to no 
small degree, undermined confidence 
in government; the man in public life 
is looked upon as a-grafter—someone 
to be avoided. It has helped to form 
the opinion that what passes for gov- 
ernment is just a racket, thinly dis- 
guised. This is strong language, I 
know, but it describes the situation 
better than any other word I know. 


Thomas J. Haggerty has been engaged in business 
since completion of his technical education at the 
Cooper Institute of Technology, School of Mechan- 
ical Engineering. He has been a practical student 
df government and machine politics and knows at : 
first hand how the game is played and why. For 
many years he has been associated with political 
leaders primarily in New York and New Jersey and 
has been a participant in local political organizations. 
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In Defense of Patronage 


By WILLIAM TURN 


N AN era which places a great deal 

of emphasis on the value of so-called 
“expert” opihion, there is someżhing 
unreasonable in the hysterical irdict- 
ments of political patronage waich are 
made today with little or nc actual 
knowledge of what it is about. 

Almost. thirty years of practical 
political experience have given me a 
real insight into the subject, and fo my 
way of thinking, the attackers cf the 
patronage system are guilty o? an wn- 
patriotic act against an inherent and 
necessary part of our American po_itical 
system. ‘The true cause for the -ntro- 
diction of the spoils system was the 
triumph of democracy. Todey it re- 
mains the one realistic devic2 for 
p2rmitting the majority of th people 
to mold the policies of governmert. 


a Way Parry Workers Arg Nxzpep 


If the people as a whole are to have a 
real voice in the conduct of the govern- 
ment, they must be organized. What 
is more (and this is going to be a terrible 
snock to the starry-eyed reformers), 
they have to be pushed around and 
coaxed or dragged to the polls to 
exercise the hard-won privilege of 
the franchise. Thousands d people 
rever vote because the registration 
cates pass before the campzign gets 
exciting, and they are not interested 
enough to make the effort tc qualify. 
Others get wildly excited abcut issues 
cr candidates between elector days 
end damn the government from irst to 
last, but forget all about their objec- 
tions on election day. To proc these 
lazy ones into action, to insure that our 
democratic form of governnent will 
remain truly democratic ard repre- 


sentative of a majority of all the 
people and not just of a selfish few, 
militant party organizations are essen- 
tial. There must be drilling gand 
training, hard work with the awkward 
squad, and an occasional dress parade. 

This work requires the labor of 
many men. There must be precinct 
captains and ward leaders and district 
representatives. On registration days 
and on election days there must be 
telephone squads and free transporta- 
tion and wide-awake generalissimos. 
Every day of the year there must be 
party leaders actively concerned with 
the business of the organization— 
keeping in close touch with the great 
masses of “average folks” whose partic- 
ipation is vital to any truly democratic 
process, learning what they are think- 
ing, and interpreting for them the 
policies which are being put into effect. 

Now, some men labor for love and 
some for glory. But glory comes only 
to a few of the most outstanding 
leaders; it cannot serve as a general 


* inducement, and even those who love 


must live. 
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It is an essential idea of 
democracy that the leaders shall be of 
the people. They must belong to the 
class that makes its own living. What 
then could be more reasonable than for 
good citizens who have displayed their 
ability and their devotion to the princi- 
ples of democracy within their party to 
be picked for responsible service with 
the government when there are posi- 
tions to be filled? I have heard it 
suggested that we need more training 
in our schools in preparation for public 
service; but I wonder what better 
training there could be than the practi- 
eal lessons which are a part of the 
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orderly and disciplined advancement 
in the organization? Recognition in 
party organizations, like recognition 
anywhere else, comes in proportion to 
good service rendered. 

My own experience has been a clear 
record of this principle. After an 
apprenticeship which included such 
routine chores as the distribution of 
handbills and tacking up campaign 
posters, I began to learn the funda- 
mentals of party organization as a 
precinct leader, and I can report my 
activities here with no embarrassment. 
The idea was simply this: I went out 
and got acquainted with my neigh- 
bors! When a new family moved into 
the neighborhood, I made myself 
known to them at the earliest possible 
moment and saw to it that they got 
acquainted and were taken into the 
activities of our community. On reg- 
istration days I was an early and 
persistent caller, ready with informa- 
tion about where and how to register, 
helping to arrange for time off if 
necessary, and making up schedules to 
take care of those who needed trans- 
portation or someone to mind the 
baby. 

As I proved my sincerity and ability, 
I was allowed to sit m on the party 
councils. 
leaders in the community and who 
honestly believed that the policies of 
our party would further the welfare of 
our people. They were frequently 
profane, but never treacherous. They 
met together and considered seriously 
the choice of candidates who would 
earnestly support the policies of the 
party and who seemed to have the 
confidence of the largest number of 
people in our community. 

When electi®n time approached, it 
was perfectly natural that my neigh- 
bors and I should talk about the 
candidates, and since my participation 
in the councils of the party had given 


Here I found men who were ° 


me a better acquaintance with some 
of the candidates than most of them 
had, they were glad to hear what I 
could tell them. Some of the candi- 
dates spoke at meetings in our neigh- 
borhood, and it pleased both my 
neighbors and myself to follow these 
meetings with introductions and more 
informal conversations “which gave 
them an opportunity to express their 
opinions and talk face td face with 
men who had their interests at heart. 
People in general are not very inter- 
ested gn just abstract ideas. But 
when those ideas are associated with 
Joe or Sam or Frank, whom they 
know as friends and leaders, then there 
is flesh upon the bones of democracy, 
and government is something which 
has interest and meaning. 

The success of a candidate is much 
more than a chance to pull a plum out 
of the patronage pie; it is the satis- 
factory knowledge that the public 
affairs are in the hands of colleagues in 
whom it is possible to have confidence. 
When new policies are being developed, 
this is of tremendous importance. It, 
is human nature to be suspicious of any 
change in the way of doing things, 
whether it is the way the new preacher 
begins the service, or a city ordinance 
allowing right turns on red lights. 
Without the confident and sympa- 
thetic support of the rank and file, 
there is a great deal of waste motion 
before people are ready to give the new 
ideas a, fair trial. 


Business METHODS IN 
GOVERNMENT 


And that reminds me of the old 
chestnut about “What business man 
would run his plant like the govern- 
ment?” People can get pretty exctted 
about that, but most of them don’t 
stop to figure out that the only condi- 
tion under which that question would 
be pat is, for example, if a private 
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utility company were taken over by 
public ownership. We have all had 
ample opportunity during the past 
few years to get a reasonably clear 
idea of the sentiments these two camps 
have about each’ other. Keeping that 
in mind, I ask you to consider vhat the 
general manager for the public own- 
ership outfit should do about perscnnel. 
Azcording tothe reformers, he stouldn’t 
fire any of the people in the business he 
tcok over, because some of thera would 
have been around for thirty or forty 
years and knew just how thair jobs 
should be done. 

Now isn’t that a pretty idea? We 
can assume that every employee in the 
business had been campaigning vigor- 
ously against the change in manage- 
ment. Department heads, brcught up 
to look upon public ownership as an 
unwarranted invasion of private prop- 
erty rights, would be so hopp ng mad 
and so absolutely sure that the new plan 
couldn’t work that they wouldn't 
bother to open their mail. Some of 
the boys who had to take salary cuts 

evould get together on the side and 
start figuring out how they could spoil 
the show and return the business <o the 
hands of their friends. A fine way to 
do business! 

For the benefit of those who think 
“the spoils system” is scmething 
which Andrew Jackson turned loose on 
a previously pure and unsuspecting 
world, I should like to point ouz that 
tre desire of leaders to surround them- 
salves with loyal and trustworthy 
supporters is a perfectly natarel and 
understandable phenomenon which is 
as old as time itself. ‘The very found- 
ing of our Nation depended on the 
unswerving loyalty of a fee daring 
mefi, and the administration of our 
frst great President, George Washing- 
ton, took into consideration tke im- 
portance of placing in office those who 
were “supporters of the system.” 


There is evidence, too, that this famous 
statesman made his appointments with 
an eye to geographic distribution, 
realizing that such action was both 
fair and wise. When he had appoint- 
ments to make from areas in which he 
was personally unacquainted, he asked 
for recommendations from the Con- 
gressmen from those districts, because, 
as he very properly believed, their 
local knowledge gave their words 
special weight. 

Patronage appointments for demon- 
strated party loyalty seem to me most 
likely to promote efficiency. Too light 
weight is given to the protection which 
patronage gives the government against 
bureaucratic sabotage, which its ene- 
mies naively deny on the theory that 
“the spoils” are distributed in grab-bag 
fashion, with those having the longest 
reach taking home the prizes. The 
occasional administrations which have 
ignored the principles of loyalty and 
fair play in distributing patronage have 
been short-lived. It is only common 
sense for an organization which wants 
to maintain unity and strength in its 
own ranks to grant recognition on a 
completely democratic basis. 

As for the quality of the appoint- 
ments, it should be borne in mind that 


* while patronage is a reward to those 


who have worked for party victory, it 
is also the test of a party’s fitness to 
remain in office. Every bad appoint- 
mient weakens the party’s power. Dr. 
Carl J. Friedrich, of Harvard Uni- 
versity, reported for the Commission of 
Inquiry on Public Service Personnel: 


You cannot take offices with vast powers 
attached to them “out of politics,” for 
politics is not a bottle or any other variety 
of container. Politics isethe struggle for 
power. Wherecthere is-power, there is 
politics. What you can do, and what you 
must do, is to make politics responsible. 


That is just what patronage does. 
© 
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CIVIL SERVICE EMPLOYEES 


A good measure of the value of 
patronage is the nature of the alterna- 
tives which are offered in its place. 
The greatest of these is civil service! 
This is a unique system under which it 
is assumed that people are simple 
organic compounds, subject to labora- 
tory methods. Examinations are given 
to these specimens, and on the basis of 
the results they are neatly catalogued 
and filed until needed. Orders are 
filled on the general understanding 
that short of an Act of God there will 
be no returns or exchanges. The 
finished product is a pale, quiet individ- 
ual, faithful in a dim sort of way, 
disinclined to originality, but capable 
within a limited field of an msolence 
that makes one wonder why it is called 
“civil.” 

The chief advantage of the civil 
service system appears to be that it 
offers regular, light employment at 
a moderate remuneration. This un- 
doubtedly attracts large numbers of 
steady-going, unimaginative people, 
but I question whether their services 
are of any greater value to the public 
than the less routine but more lively 
efforts of patronage appointees who 
have a personal stake in the business. 
Men and women who stay in one place 
too long get in a rut. Like a horse 
with blinders, they see in only one 
direction, and too often that direction 
is not toward the taxpayers who pay 
their salaries. I think it is significant 
that when people speak of “government 
employees” they almost always have in 
mind a roomful of clerks. 

It has been my experience that a dull 
level of mediocrity is likely to be en- 
countered in ci®il service, and it was 
doubtless this same feeling which led 
Andrew Jackson to say, “I cannot but 
believe that more is lost by the long 
continuance of men in office than is 


a 
Serve, 


generally to be gained by their experi- 
ence.” A more violent friend of mine 
refers to the “‘Snivel Servants” who are 
so afraid of doing any original thinking 
that it is only after long persuasion 
that you can get them to agree with 
you that Christmas will probably be on 
the 25th of December next year. This 
man is a real friend of government 
workers and has done a lot for them, 
but their shily-shallying* ways and 
their unwillingness to work together 
for any purpose whatever try his 
patience. ; 

Of course the civil service policy of 
forbidding all political activity to 
government employees is largely re- 
sponsible for this attitude, and I think 
it is a dangerous threat to democracy. 
Here is a large group of the very people 
who should have an active voice in 
party councils, and they are so hedged 
about with restrictions that they shy 
like a frightened horse at the mere 
mention of the words “Democrat” and 
“Republican.” 


A CASE IN Pornt 


This senseless insulation can have 
but one result—a growing chasm of 
misunderstanding between the govern- 
ment and the people it is supposed to 
I am reminded of a case which 
came to my attention in one of our 
large cities not long ago. A janitor in 
one of the city buildings was crushed to 
death in an elevator shaft, and his wife 
and two children were suddenly left 
with no support. One of the be- 
wildered woman’s neighbors told her 
she could get help from the city. 
Another mentioned “compensation.” 
Urged on by her friends, she made her 
way timidly to the City Hall and 
began a discouraging round of {n- 
quiry. Hurrying, self-important clerks 
whisked by her unheeding. Elevators 
clanged, and heavy doors closed firmly 
and mysteriously in her face. At last 


QG: Toe ANNALS OF THE AMERICAN ACADEMY 


ske found her way into an open door- 
way and tried to tell her storr ta the 
stuffy young man who sat at the: desk 
tkere. In his eye gleamed tke quick 
and superficial light of the passer of 
intelligence tests, and soon his ear 
caught a familiar word. 

“Elevators, isit? Yes, indeec! Right 
down that main corridor. Ycu’ll find 
four of them right in the center of the 
building. That’s right! GOOD day!” 

Patiently this sad little womar. kept 
on wandering, kept on trying to tell 
her story, and arrived at lasi m the 
public welfare office. Brittle efficiency 
took her in charge again, asking ques- 
tions to make her cry, and finally 
rattling off an overwhelming array of 
unfamiliar names—the orgenization 
that would help with the children, the 
cffice where she might find a jot, the 
man who could tell her about compen- 
sation. Our friend smiled mistiv and 
found her way back home, where the 
reighbors found her with her hands 
lying hopelessly in her lap. 

But the news of this woman's mis- 
efortune had traveled, and ear. the 
next morning she found herself in the 
office of her district leader. ‘There had 
been no humiliating fumbing and 
eonfusion this time, and doors had 


opened ahead of her for tae party ° 


worker who had brought her here. 
She knew the district leades was an 
-mportant man, and it seemed incredi- 
ble that he could find time Lurself to 
listen to her small affairs; but tkat was 
exactly what happened, and when he 
had listened he spoke in words she 
could understand. He gave her cards 
on which he had written his rame, and 
he spoke authoritative words over the 
phone. And somehow everything was 
taken care of and life seemed « little 
less full of grief. But if you rad asked 
her who was doing these thinzs for her, 
she would not have told you that it was 
the government! 


QUALITY OF PERSONNEL 


Quite aside from the unsatisfactory 
character of the type of person at- 
tracted by the civil service procedure, 
there is good reason to question the 
accuracy of an arbitrary examination 
(or the possession of a college degree!) 
as a true measure of an applicant’s 
ability. It will be a long time before 
the enthusiasts for civil service exam- 
inations are allowed to forget the fiasco 
that was the Alcohol Tax Unit test. 
Questions about Socrates and Plato 
seldom have any pertinent application 
to modern office practice, and many of 
my readers must know of people to 
whom the trickery of an intelligence 
tést is completely baffling but who are 
nevertheless capable of outstanding 
performance in a familiar field. 

Patronage appointments are based 
on demonstrated ability in the organ- 
ization, and they are the result of 
thoughtful investigation and appraisal 
which is strengthened by the knowl- 
edge that the record of the party is 
involved. It is my guess that the 
application files and the appomtment 
procedure of the party organizations as 
they are maintained today would com- 
pare very favorably with those of the 
personnel department of any large 
industry and of the civil service 
commissions themselves! 


. ‘Tur New System 


During the present administration, 
a new, and to my mind a really danger- 
ous alternative to political patronage, 
has come into use. This system is 
exemplified at the top by the Battling 
Brain Trust and in the lower brackets 
by the practice of distributing jobs on 
the basis of church or‘lodge affiliation 
or through a fraternity or some other 
avenue of personal friendship. The 
guiding principle of this system seems 
to be that to be of any use at all to the 
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administration, you must be either 
completely out of the field of practical 
politics, or, better yet, a member of the 
opposite party! Commenting on this 
trend, Congressman Ramspeck, chair- 
man of the House Civil Service Com- 
mittee and a strong advocate of the 
merit principles, hit the nail on the 
head when he said, “If I make a 
patronage appointment, and it is a bad 
one, my constituents have their redress. 
The way things are now, there is 
no comeback against bad appoint- 
ments!” 

The ill-starred Brain Trust provides 
an unhappy example of the dangers 
of ignoring party responsibility. Few 
people today subscribe to the old- 
fashioned doctrine that any honest 
fellow with ordinary horse sense can fill 
any job in the government. The com- 
plexity of our own invention has suff- 
ciently impressed us all. But there are 
men of brains, men who are economists 
and planners and experts, in both par- 
ties, and their presence in the parties 
` indicates that they have some acquaint- 
ance with the practical problems of 
public administration and a capacity 
for unselfish support of a chosen leader. 

Too many of the men who have been 
running our affairs of late have been im- 


° * o * v 
practical visionaries who were breath- 


lessly excited and childishly quarrel- 
some over an opportunity to have a 
great nation turned over to them 
for experimentation purposes. Unlike 
their well-meaning sponsor, they were 
not unconscious of the value of effec- 
tive support, and they drew into their 
charmed circle an admiring chorus of 
instructors and favorite students, so 
that as the endless chain lengthened 
there was something very pat in the 
cartoonists’ pôrtrayal of them as “‘the 
Frankfurters”! Loyal to no interests 
but their own, they engaged in shame- 
less name-calling all over the front 
pages of our national dailies, and 


played at chess with human suffer- 
ing. 

It is no wonder that the original 
ideas adopted in the party platform 
became perverted in the hands of these 
men,.prompting a caucus of responsible 
party leaders in Congress to send to the 
President a resolution which reported 
to him that they had 


received complaints of the-alleged ineffi- 
ciency, arbitrary attitudes and unfitness of 
some of the personnel in these organiza- 
tions [and had been told that] men in 
responsible positions are unsympathetic 
and therefore ineffective in performing the 
duties with which they are charged, 
and . . . that in some districts the Ag- 
ricultural Credit Administration is so 
unsympathetically administered as to de- 
prive farmers of that prudent and just 
degree of relief the act was intended to 
afford. 


This unprecedented performance il- 
lustrates very clearly the extent to 
which the interests of the dispensers of 
patronage and the interests of the 
public are bound up together. Let us 
assume for the sake of argument thaè 
all the men who met and drafted the 
above resolution were high-handed 
politicians, hungry for more jobs for 
the party. The charges of inefficiency 
would disturb them because an angry 
electorate might well turn the party out 
of office. The unsympathetic admin- 
istration would mean the defeat of 
their program. 

And then let us assume that all 
those gentlemen were high-minded 
idealists, willing to make any sacrifice 
for the good of the public welfare. 
The charges of inefficiency would dis- 
turb them because they might be 
turned out before they had done their 
job. The unsympathetic admini8tra- 
tion would mean that they were not 
being given a fair chance to prove that 
their program was right. In both 
cases the final result is the same! 
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Room ror IMPROVEMENT 


The enemies of the patronage system 
are willing occasionally to adnat that 
their systems are not the perfect an- 
swer, and I willebe equally magnani- 
mous and admit that the pacromage 
system could be improved. A great 
forward step kas already been taken in 
the distribution of patronage. In the 
old days, there was an element of 
gamble in the assignment of jobs. 
There was more of the “first came, 
first served” philosophy, and a good- 
natured rivalry between leader& o2ca- 
sionally resulted in extra portons for 
the more aggressive. But closer orzani- 


William Turn È a political boss. 


zation and better discipline have led to a 


‘merit policy which seems to me to offer 


the best possible service to the public. 
The most important single factor in its 
betterment would be a more active 
participation in party councils by the 
people who are doing most of the talk- 
ing about what is wrong! Our govern- 
ment is not going to get any simpler as 
time goes on, and the need for experts 
in the field will increase; but if their 
contribution is to be realistic and 
responsible, they must first learn the 
elementary lessons of democratic con- 
trol as exemplified in the political 


party. 


He is an expert on 


the actual operation oj the merit system in government via 
party membership and pre-election hard work. He is 
author of “Political Plums”; “Public Service Jobs for 
the Needy”; and “Serve Your Party and It Will Serve 


You.” 


The Cost of the Patronage System 


By James Kerr PoLLOCK 


N HIS brilliant address before the 

annual meeting of the National 

Civil Service Reform League in Chi- 
cago in 1894, Carl Schurz observed: 


It is indeed almost incomprehensible 
how the spoils system could be permitted 
through scores of years to vitiate our busi- 
ness methods in the conduct of the national 
revenue service, the postal service, the 
Indian service, the public-land service, in- 
volving us in indescribable administrative 
blunders, bringing about Indian wars, caus- 
ing immense losses in the revenue, breeding 
extravagant and plundering practices in all 
Departments, costing our people in the 
course of time untold hundreds of millions 
of money, and making our Government 
one of the most wasteful in the world. 


In the forty years since these re- 
marks, government in this country has 
come to be a much more important, 
complicated, and all-pervasive thing 
than it was in the early nineties. 
Hence where Carl Schurz could speak 
of hundreds of millions, we today 
would have to speak of billions. 
Where in his time a few services ex-” 
isted, today hundreds of services are 
performed for the citizen—and many 
of them, as in Carl Schurz’ day, under 
the “spoils system in finest efflores- 
cence.” 

“Untold hundreds of millions of 
money” have been and continue to be 
wasted under our patronage system. 
And although we have learned to cal- 
culate the cost of crime, we have only 
begun to calculate the cost of patron- 
age. Despite the fact that these pat- 
ronage costs are almost beyond calcu- 
lation, and even though one cannot 
make a perfectly correct balance sheet, 
it is possible to indicate the items of 
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loss which are directly attributable to 
the spoils system. 

Patronage costs may Be listed under 
three heads: losses of a general, moral 
character; losses to political parties; 
and losses in public administration.. 


Morar Losses 


As to the first item, a considera- 
ble amount of the lack of confidence 
in government is traceable to the sys- 
tem of choosing public officials on a 
political and not on a merit basis. In 
many jurisdictions in the United 
States,.the very fact of a man’s being 
a public officer or a politician brings 
suspicion upon his integrity and his 
manhood. The public assumes that 
public office involves a sacrifice of 
one’s ideals and principles and a low- 
ering of one’s standards of efficiency. 
For every example of shining, sterling, 
public virtue, the citizen is reminded 
of many instances of barter of jobs, 
graft, and general governmental loose- 
ness. Basically these public. exhibi- 
tions of inefficiency are always trace- 
able to some official, and since the 
majority of public officials are still se- 
lected on a patronage basis, the sys- 
tem under which they are selected 
must be fundamentally to blame for 
our lapses from governmental excel- 
lence. 

As long as elections are ugly strug- 
gles for place, as long as we continue 
to put elections on a venal basis—‘“‘you 
vote for me and IIl give you a job”— 
just so long will the whole moral level 
of our politics be about as high as the 
standards of bribery will admit. As 
long as- campaign funds can be ex- 
torted from politically appointed 
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office-holders, as long as public officials 
can be forced to work servilely for 
their parties, as long as public offices 
can be handed out over the count2r as 
rewards for political service, ‘just so 
long will we havea discreditable moral 
atmosphere surrounding our pol_tics. 

There is of course no ascertairable 
figure of loss to the democratic system. 
But with moral values, we are not con- 
cerned witk -dollars and cents It 
should be sufficient merely to point 
out the undoubted facts. 

It has .often been contended that 
patronage is a necessary aid to politi- 
cal leadership m this country. But it 
is interesting to note that many ož our 
greatest governors—Grover Cleve- 
land, Robert Marion La Follette, Jud- 
son Harmon, Hiram Johnson, and 
Albert Ritchie, to name a few—men 
whose political leadership was un- 
daubted and of a high order, were not 
merely advocates of civil service but 
were responsible for its establishment 
in their respective states. In Great 
Britain political leadership is al. the 
stronger for being relieved of the sor- 
did patronage duties which bog down 
the average American political leader. 
Gladstone was grateful that the only 
jo> he could fill was that of his own 
private secretary. 


Losses to Porrrican PARTIES 


So far as the parties are concerned, 
it should be clear to wise politicians 
that the barter of jobs prevents zhem 
from functioning properly as formu- 

‘la-ors of public policy. They are so 
ergrossed with the task of handing 
ott the loaves and fishes that they 
have no time for their most vital žunc- 
tion in the democratic state, namely, 

. theformulation and discussion of pub- 

lic policies. They have assumed that 
patronage is a necessary instrument 
with which to gain control or keep 
control of the government. But the 
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instances are now multiplying to show 
what a genuine detriment to the party 
the spoils system really is. For every 
appointment which is made, perhaps a 
dozen disappointed persons are made 
to grumble—the one appomted in 
many cases becoming an ingrate. 

The incompatibility -of spoils and 
proper party activity is well pointed 
out by Professor Merriam, who has 
said that 


our political parties are strongest in the 
national field and weakest in the local situ- 
ations. In other words, the spoils influ- 
ence is least prominent where there are 
sharpest differences upon questions of 
policy, and most pronounced as we go 
farther from genuine party differences. 
Ag party principles and policies rise, the 
spoils system sinks, The party system 
and party spirit do not need: spoils. On 
the contrary, they are incompatible; and 
the stronger is the one, the weaker is the 
other.} 


How true this is may be learned 
from a cursory glance at our political 
history. If patronage is necessary to 
keep parties alive, how has it been-pos- 
sible for the Democratic Party to sur- 
vive? This party has elected but 
three Presidents since the Civil War, 

„2nd it lost its hold on the government 
in 1888, in 1896, and m 1920 when it 
had the patronage power in its hands. 
As Senator Vandenberg has remarked, 
“Tf a political party cannot survive 
without patronage, it ought to die.” 

But enough has been said to indi- 
cate that the loss to the party and 
hence to the state under a patronage 
system Ites in the party’s failure or 
inability to serve as an agency of civil 
education, as a genuine formulator of 
public policy. When jobs are to be 
filled there is no time for discussions of 
public policy. There is no dollars- 
and-cents value to this item, but it 


1 The American Party System, rev. ed., p. 138. 
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must be entered in any general bal- 
ance sheet of patronage losses. 


Losses IN PUBLIC ADMINISTRATION 


The most concrete instances of loss 
to the people of this country arising 
out of our spoils system may be found 
in the operation of our publie services. 
In public administration, specific 
items of cost may be enumerated and 
a clear conception of the wastefulness 
of the patronage system pointed out. 

First of all, the cost of turnover in 
the public service is considerable. 
The recent report of the Michigan 
Civil Service Study Commission has 
shown that for a ten-year period the 
average annual number of new em- 
ployees amounted to 25 per cent? 
This means that one fourth of the 
Michigan State service has been new 
each year. The annual loss in experi- 
ence occasioned by this excessively 
high turnover was estimated at half a 
million dollars. Many business men 
have a figure—a thousand dollars— 
which represents to them the cost of 
breaking in a new employee. A sys- 
tem which changes one fourth of the 
employees every year is indeed an ex- 
pensive system when figured on any 
fair basis. Frequent changes in pub- 
lic positions, common in all parts of 
the country, cost the taxpayer a very 
sizable sum every year—a sum which 
few business concerns would tolerate 
or would be able to pay. . 

Another loss under the patronage 
system is occasioned by loose pay-roll 
practices. The usual spoils system is 
not interested in a careful check-up of 
positions on the pay roll. The spoils- 
man is interested only in getting as 
many noses in the public trough as 
possible. Even if fictitious names 
should appear on pay rolls, even if 
pay-roll padding should be indulged 

* Report, Civil Service Study Commission 


(Lansing, 1936), pp. 42-44. 
a 


in, he is not concerned. Conse- 
quently the waste of public money 
through pay-roll padding, or through 
embezzlement, is considerable. A few 
hours in a good public personnel office 
will be sufficient toe convince a tax- 
payer that the pay-roll check, which 
is always a part of any good civil serv- 
ice system, saves thousands of dollars. 
One state personnel executive esti- 
mated the annual saving in his state 
at $100,000. 

Under most patronage systems 
there is also discoverable an absence 
of careful supervision over hours of 
work, vacations, and sick leave. 
When an employee gets a job on the 
basis of political influence, he is likely 
to hold it as long as his political spon- 
sor desires. What kind of work the 
employee does, how regular he is in 
his hours of work, whether he stays 
away from his work for days at a time, 
are matters which may irk his admin- 
istrative superior, but that official can 
do little or nothing about it. There 
is no incentive under the patronage 
system to check upon employees tg 
see that they give efficient service. 
To antagonize politically influential 
employees is to incur the wrath of 
politicians who are quite able and will- 
ing to destroy department morale in 
order to perpetuate their influence. 
Very incomplete figures taken in sev- 
eral jurisdictions show that public 
agencies lose large sums of money 
along these lines. 


INEXPERIENCED EMPLOYEES 


Not the smallest Joss under the 
patronage system is attributable to 
the inexperience of many government 
employees, especially in state and 
local governments. Recent susveys 
have shown that as high as 25 per cent 
of the employees in various jurisdic- 
tions have never held other posi- 
tions before entering government serv- 
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ice. The Michigan survey discovered 
that stenographers who were hred as 
finished performers were gomg to 
night school to learn how to run a 
typewriter. When ex-convicts can 
become prison guards, when eighty- 
year-old people are intrustec with 
work requirmg considerable p.ysical 
activity, wheñ purchases are made by 
persons never before chargec with 
spending lage sums of money. when 
welfare tasks are handed out bo per- 
soas untrained in social work, ane can 
see the cost to the taxpayer ia doth 
dollars and service. The citizea pays 
for courteous, efficient service. He 
rarely gets it under the patronaze sys- 
tem. 

But such inexperience in soatine 
pasitions is not the worst feature of 
patronage. Today governmerts are 
concerned with regulating many busi- 
ness activities. They assess -arge 
properties for taxation, they cclilect 
taxes from enormous businesse:, they 
inspect business activity, and tter ad- 
minister much regulatory legislation. 
gu. performing these functions, public 
employees run up against th> best 
brains of modern business and irdus- 
trz. In these contacts it is sonretimes 
pitiful to learn how poorly the publie 
employee fares. He is too frequently 
na match at all for the com detent, 
trained business employee who is not 
harried by political diversions. ‘Think 
of an auditor for a sales tax division 
who has never had a course ir. ac- 
counting! Contemplate a worsmen’s 
compensation investigator whcse ap- 
pcintment was secured by the mflu- 
ence .of' the businesses with wkich he 
must deal! Reflect on a highway in- 
spector who is putty in the hends of 
an experienced road contractor 

Fortunately many government em- 
ployees are able to meet their chents 
or. an even basis. They would always 
be able to do so if modern pub-ic em- 
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ployment methods were permitted to 
be established. Until such time, how- 
ever, government will continue to lose 
untold millions because many of its 
employees are “taken in” by shrewder 
persons in private employ. 


PouiticaL DEMANDS UPON 
EMPLOYEES AND ADMINISTRATORS 


In the next place, government em- 
ployees under a patronage system are 
unable to perform their public services 
without political interruption. Em- 
ployees who are politically appointed 
are naturally expected to attend politi- 
cal meetings, make speeches, canvass 
voters, and do all the other things in- 
volved in political activity. Some 
government offices might as well be 
closed during a campaign as remain 
open. Work is disorganized because 
employees are out on political jobs, 
and because the few who remain are 
not going to overwork themselves 
when they are not sure about 
their jobs after the election. As Carl 
Schurz once remarked: “The school 
of the spoils system as it has been in 
operation since 1829 has educated 
thousands of political loafers but not 
one political sage.” 

Another political practice arising 
‘out of the patronage system is the 
plan of raising campaign funds 
through the assessment of public em- 
ployees. “Two per cent clubs” man- 
age to squeeze out of politically ap- 
pointed employees large sums of 
money to help defray campaign costs. 
The public pay roll is thus used in an 
indirect way to pay party expenses. 
Hundreds of thousands of dollars are 
collected in this way. 

Even between elections, a con- 
siderable amount of tinte is spent by 
patronage employees in keeping po- 
litical fences in repair. Influential 
politicians must be received and en- 
tertained, and favors must be done 
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for others. Public business must be 
laid aside when friends or parties 
call. 

Another serious indictment of the 
patronage system can be seen in the 
loss of time to administrators in the 
handling of patronage matters. Gov- 
ernors, department heads, appointing 
authorities of all kinds are wailing 
about the burden of distributing 
patronage. At times they are ped- 
dlers of offices and nothing more. At 
the commeėncement of a new adminis- 
tration they are besieged by office 
seekers not merely at the seat of gov- 
ernment but also at their homes or at 
any other spot where they happen to 
rest for more than a moment. The 
picture of a newly elected governor 
surrounded by hungry job-hunters is 
one of the most disgusting features of 
American political life. To see legis- 
lators: running around like whipped 
errand boys, and department chiefs 
unable’.‘to become acquainted with 
their work, is a sickening sight. 
Even the creation of official patronage 
offices does little to lessen the burden 
of executives, for such patronage 
counters tend to attract more office 
seekers. It is no wonder, under such 
practices, that our chief executives 
and principal administrators are fre- 
quently unable to do a good public 
job. The scramble for jobs must 
take precedence over the public busi- 
ness, ° 

As President Andrew D. White o 
Cornell remarked as long ago as 
1882: 


The complaints against the present sys- 
tem may be summed up nearly as follows: 
first, that the petty interests of a compara- 
tively small numper of citizens constantly 
encroach upon the most important inter- 
ests of the entire Nation; that a large share 
of the labor and care of the executive and 
legislative branches of the government is 
confiscated by a petty minority; that the 


system has at last in this respect become 
intolerable.’ i 


The famous quotation from Lincoln 
in this regard deserves repetition: “It 
isn’t the rebellion that is killing me— 
it isn’t the rebellion; it is your plagued 
Pepperton post office.” And the re- 
mark made by General Garfield at 
Williams College that one third of the 
working hours of a senator and a 
representative is hardly sufficient to 
meet the demands made upon them in 
reference to appointments for office, 
could Be repeated today if Congress- 
men were as frank. 


WASTEFUL HANDLING OF 
PERSONNEL 


But to continue the enumeration of 
specific counts m the indictment 
against the patronage system, let 
reference be made to the costliness of 
handling the personnel problem with- 
out an adequate classification of em- 
ployees and without an adequate com- 
pensation plan. Where employees 
are not properly classified and com- 
pensated, it is impossible to give equal ® 
pay for equal work. Many employees 
are overpaid; many are underpaid; 
and altogether, a bad morale neces- 
sarily exists. In dollars and cents, 
classification pays. In morale, it con- 
tributes greatly toward making public 
services more efficient. 

Again, it should be pointed out that 
nearly every spoils Jurisdiction is over- 
staffed with employees. There is no 
incentive under the patronage system 
to reduce the number of employees. 
The more positions there are, the 
more faithful followers can be accom- 
modated. Administrators in their 
franker moments will admit that they 
have as many as a third more em- 
ployees than would be required if they 


3 North American Review, Vol. 134 (Feb. 
1882), p. 112. 
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could go into the market and select 
the ablest persons available. 

Along the same line is the waste 
occasioned by the practice of <eeping 
old employees in the job while new 
employees are bting broken in Such 
a practice, however necessary it may 
be under the patronage system. results 
in a great increase in the pay zoll and 
a consequent loss to the taxpayers. 
A much cheaper educational plan 
eculd be established. 

Another obvious loss to American 
citizens in maintaining this “ojgarchy 
of stipendiaries” is the failure to cash 
in on our educational investment. 
We pour out hundreds of milions of 
dollars a year to educate ou? young 
people. Millions are expermdei to 
support institutions of higher .earning 
in the training of doctors, avwyers, 
engineers, and specialists of gli sorts. 
And yet an infinitesimally swal pro- 
portion of the best product of our edu- 
cational system goes into public serv- 
ice. The cream of the edura‘ional 
crop, instead of being skimmed oF and 
e placed in the service of the sżatz, en- 
ters private life, and many of tte un- 
desirables gravitate toward gcvern- 
ment. Until government is made a 
career, it is natural to expect neny of 
our able young people to be attracted 
elsewhere. Clearly, that system is 
wasteful which fails to attract and 
hold the finest products of our educa- 
tional system. 
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UNBUSINESSLIKE METHODS 


Furthermore, the patronage system 
has much to do with preventing busi- 
nesslike methods from prevailing in 
the public service. If such methods 
could be established, many jobs would 
be eliminated; therefore spoilsmen are 
not interested in permitting too much 
efficiency. Reorganizations of ad- 
ministrative structure in most cases 
would result in many desirable con- 
solidations, thus eliminating units and 
also many employees. Politicians 
therefore put their thumbs down on 
such reorganizations. 

Finally, it should be noted that the 
spoils system is a splendid weapon 
with which to favor one’s friends, not 
merely in the matter of offices but, 
perhaps more important, in the award 
of contracts, in the purchase of sup- 
plies, and in the issuing and enforce- 
ment of regulations. Weakness in the 
enforcement of law, locating the de- 
posit of public funds—these and other 
powers of public officials are utilized 
by spoilsmen to perpetuate them- 
selves and increase government cost. 

The patronage system may there- 
fore be termed profligate. The im- 
posing list of items entering into our 
balance sheet against the spoils system 
gives concrete evidence of what we.are 
paying to maintain a system which 
has no place in an efficient democratic 
state. 
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Government Without Patronage 
By Wittram E. MOosHER 


OVERNMENT without patron- 
age is a most enticing topic to one 
interested in public personnel. In a 
way, it is an invitation to paint a 
Utopian picture. On the other hand, 
it does not need to be entirely Utopian, 
because if the best practices encoun- 
tered among the more progressive juris- 
dictions of the United States are brought 
together in a composite picture, it will 
appear that we have to do with some- 
thing that is entirely feasible in this 
vale of tears. The dominant theme of 
a paper on this topic will obviously be 
the ways and means of recognizing 
merit, from the initial point of selection 
to the final pomt of removal, retire- 
ment, or layoff. 

There are two fundamentals requi- 
site for the development of a program 
which aims to eliminate patronage. 
The first is legislation supported by an 
alert public opinion which affirmatively 
prescribes the recognition of merit as 
the primary consideration in the han- 
dling of personnel and indirectly pro- 
scribes political influences; the second, 
the establishment of a professional- 
ized and thoroughly competent per- 
sonnel agency. 


Existine Laws AND THEIR 
ADMINISTRATION 


Existing civil service laws have as 
their avowed purpose the realization of 
the policy of protection against politi- 
cal interests, and if properly enforced, 
would go far toward establishing the 
merit system in the jurisdictions where 
they have beef adopted. It must be 
pointed out in this connection that 
apart from the Federal Government, 
the large cities of the country, ten 


states, and a sparse scattering of 
ad 
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smaller cities and counties, there are 
neither constitutional nor statutory 
provisions on the subject of civil serv- 
ice. In other words, a “civil service 
map” of the United States would show 
extensive blank areas. “Such areas 
constitute the first challenge to those 
visualizing government without pat- 
ronagee i 

But even where civil service laws ap- 
pear on the statute books, in state con- 
stitutions or city charters, the meri 
system prevails only in a restricted 
sense. This situation may be due 
either to the limitations and the scope 
of the laws or to the way in which ad- 
ministering agencies carry them out. 
The latter count is the more important. 
In the first place, the typical bipartisan 
commission falls far short of realizing 
the ideal of nonpartisanship which is 
inherent in the merit system. Indeed, 
the commission itself may be the focal» 
point of political influence. More 
than once investigators have discovered 
that active political leaders have held 
positions on civil service commissions. 
Such appointees readily devise ways 
and means of bringing about a practical 
annulment of the law; for example, the 
increase of exempt or noncompetitive 
positions; the overweighting of charac- 
ter and personality factors in evaluat- 
ing examination results; and the failure 
to keep eligible lists up to date, thereby 
giving appointing officers a free hand in 
naming provisionals who through the 
manipulation of examinations and 
weights may later be covered in as 
permanent appointments. There°are 
numerous other “tricks of the trade.” 

Another important reason for the 
maladministration of the law is the 
under-financing of commissions, which 
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results in a skeleton staff and th2 conse- 
quent more or less routine handling of 
a highly dynamic function. With the 
advances in examination teckniyues, 
one needs more than a filing case and 
two or three file clerks. Without cpen- 
ing oneself to the charge of nisstate- 
ment, it may be claimed that bardly a 
commission of the country is suffciently 
financed to meet properly its manifold 
responsibilities. 

Furthermore, most commissicns limit 
their activities to the recruiting process 
although they have either implied or 
prescribed duties with respect tc proba- 
tion, efficiency ratings, promoticns, and 
in some cases other functions. 


CHARACTER OF PERSONNEL AGENCY 


The second requirement meatkned 
was a professionalized and thoroughly 
competent personnel agency. With 
some notable exceptions, civil service 
commissions, the customary personnel 
branch of government, are manned by 
commissioners who lack prof2ssional 
character and special competeney. As 

previously noted, not a few cf -hem 
have gained their prominence thrcugh 
pclitical activity rather than ihrcugh 
amy special devotion to the cause of 
merit or acquaintance with the field of 
employment management. ‘This in- 
dictment does not apply to the chief 
examiners and secretaries, many of 
whom have acquired a professional 
status and consciousness. Bat un- 
fortunately, apart from exceptional 
cases, the latter are necessarily req tired 
to lower their standards to suit the poli- 
cies of their superiors. 

Despite the recognized significance 
of personnel management as am essen- 
tizl part of management, it Happens 
but*rarely that the members of the 
commission have their place in the 
mayor’s or governor’s cabinet anc tie 
their policies into the administrative 
pclicies that are being adopted and 


modified from time to time. This 
brings about a diffusion of responsibil- 
ity and a lack of cotrdination with re- 
spect to one of the basic service func- 
tions of the staff. 

The above sketch of the status of 
personnel control provides the basis for 
the outline of a constructive policy 
which aims to visualize what is in- 
volved in carrying on “government 
without patronage.” We now proceed 
to set up the implications of this pro- 
gram. 


PROGRAM OF ADMINISTRATION 

The initial step is legal provisions 
requiring that selection, promotion, 
and removals shall be handled accord- 
ing to standards of merit, and that a 
suitable personnel agency be estab- 
lished to administer these policies. 
Assuming the adoption of such provi- 
sions, the question arises as to the 
character, the method of appointment, 
and the relationships of this agency to 
the administrative and executive staff. 
Because of the general acceptance of 
the three- or five-membered commis- 
sion in many jurisdictions throughout 
the country, it is suggested that this 
form of organization might be salvaged, 


„in large part at least, by providing that 


the appointees to the commission shall 
be known adherents of the merit princi- 
ple, and shall also have had practical 
experience in the handling of personnel, 
whether under publie or private aus- 
pices. Such a change may be fairly 
readily achieved through the pressure 
of alert citizens brought to bear upon 
the chief.executive at the time an ap- 
pointment is to be made to the commis- 
sion. 

A further important and desirable 
modification in establi$hed procedure 
can also be effected without a change in 
the law. It is that members of the 
commission restrict themselves by ad- 
ministrative action to matters of policy 
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determination and the handling of ap- 
peals—thus placing in the hands of a 
qualified personnel director the re- 
sponsibility for carrying on the routine 
work of the commission. Such an of- 
ficial should preferably be selected by 
competitive tests and assured tenure of 
office as long as he performs his work 
efficiently: 

Again through administrative action, 
the head of the commission—or per- 
haps better, the personnel director ap- 
pointed by the commission—should 
have his recognized place in the cabinet 
of the mayor or the governor, so that 
personnel policies may be given due 
consideration in the development of 
administrative programs. 

It is no less important that the per- 
sonnel agency, like any other staff 
agency, shall assign one or more mem- 
bers of its staff to keep in constant con- 
tact with line officials. Only through 
this means will it be possible to bring 
about the adjustments and the con- 
sistency in administration so necessary 
in the conduct of a large organization. 
Through the inclusion of a representa- 
tive of the commission in the adminis- 
trative family and the attachment of 
liaison. officers to the operating units, 


employment management will occupy | 


the place in general management which 
is dictated by the principles of sound 
administration. 

In jurisdictions either without a civil 
service law or where it is recognized 
that the existing law should be modi- 
fied, the writer urges the desirability of 
eliminating commissions and appoint- 
ing a personnel director to operate the 
merit system. Such a director should 
be selected through competitive tests 
and given an assurance of permanency 
during satisfacfory performance of his 
duties. If one runs through the city 
and county charters that have been 
adopted or proposed in recent years, 
as well as the recommendations of the 


so-called reform agencies, he will find 
that there is a very definite tendency 
toward eliminating the commission and 
adopting the recommendation just 
made. i 

Assuming experience and compe- 
tency on the part of the director of per- 
sonnel and the consistent backing of 
the chief executive for such policies as 
the former may propose and the latter 
approve, there is no reasén to doubt 
that the director will win a place for 
himself as a peer of other administra- 
tive officers, because of the constructive 
contributions he may make toward the 
promotion of a sound employment pro- 
gram. 


Foncrions or PERSONNEL AGENCY 


Let us now turn to a discussion of the 
functions of the personnel agency under 
the proposed setup. Special emphasis 
will be placed on those functions into 
which patronage has been or is likely to 
be injected. 


Selection 
Under up-to-date methods of exami- 


nation there is no reason why so wide ae 


range of positions should be exempt or 
placed in the noncompetitive class, as 
occurs with many civil service commis- 
sions. This statement applies not 
alone to the middle range of positions 
but also to labor positions at the lower 
end of the scale and to the advanced 
positions, except those of a policy- 
determining character. A number of 
the most progressive commissions in 
state and city areas have demonstrated 
the feasibility of choosing some of the 
most responsible administrative officers 
through competitive tests. It is in- 
teresting to note that both the success- 
ful and unsuccessful candidates for the 
office of President committed thêm- 
selves in the recent campaign to the in- 
clusion of all offices in the government 
under ‘“‘civil service” except those in- 
volving policy determination. 
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Another important criterion of < suc- 
cessful merit system is an extensive 
area, of recruitment. It happens in 
many jurisdictions that political favor- 
ites enter the „government zhrough 
campetitive examinations because of 
the lack of publicity given to Impend- 
ing examinations. This may b> due to 
a considered policy on the part cf the 
responsible commission, or to a lack of 
funds for ‘advertising examinations. 
One of the worst examples of the fcrmer 
policy was reported some years ago for 
the city of Chicago, which was sequired 
under law to advertise its exam nations 
through the columns of a newspaper. 
For this purpose it turned to a paper 
with limited circulation in Calumet on 
the outskirts of Chicago. By such re- 
stricted publicity, competition was 
limited to those enjoying political 3ack- 
ing, who were practically slated in ad- 
vance for the openings. 

Furthermore, it may be stated that 
relatively few commissions tie in their 
recruiting policy with the schoo! sys- 
tems, although a number of cities have 
eon their school staffs professional voca- 
tional advisers. ‘There is generally no 
scch intimate contact with the 2ity hall 
and the state capitol as would make 
young people acquainted with the pos- 


sibilities of a satisfactory career "here * 


these exist. It seems incongrudua that 
the school system supported al the ex- 
pense of the public and engag=d in 
training young people for their life 
work, and the local government like- 
wise supported by the public enc con- 


stantly seeking suitable applicants for , 


vacant positions, should not zombine 
their efforts and support eaca other. 
No investigator who has lookec into 
the conduct of the public service in this 
country has failed to commen: cm the 
gap existing between the edtcational 
system and public authorities in the 
matter of recruitment and train:ng of 
public personnel. 


Examinatiors 


Examination techniques as applied 
by the large majority of civil service 
commissions are far from perfect. 
This is particularly true with reference 
to the manipulation of weights for the 
several factors entering into the exami- 
nations. Ir so far as they fall short of 
good standards, the door is likely to 
be opened to political influences. As 
previously roted, appropriating bodies 
fail to allot sufficient funds to commis- 
sions to enable them to improve their 
examination methods and keep their 
batteries of tests up to date. This 
situation leads to the suggestion that 
smaller jursdictions might advanta- 
geously depend upon larger and better- 
financed civil service agencies, or even 
a central clearing house, to handle their 
examinations on a cost or contract basis 
or at the expense of the larger agency. 
The former policy has recently been 
adopted in California, and the latter is 
in effect in Maryland and Massachu- - 
setts. In concluding this section, let it 
be emphasized that the competitive 
principle, tke corner stone of the merit 
system, calls for handling examinations 
on a high level of competency. 


Efficiency ratings 

The responsibility for establishing 
and administering ratings of efficiency 
is assigned to the commissions in many 
civil service laws and is an essential 
feature in an effective employment pro- 
gram. On the whole, it may be said 
that the problem of rating efficiency 
has not been solved either in private in- 
dustry er in the public service, al- 
though promising progress has been 
made, notably through the well-known 
Probst system. Experiments with the 
system are under way in a number of 
important jurisdictions, and it is prob- 
able that scme of the recognized short- 
comings of the Probst scheme will be 
remedied as time goes on. Again, it 
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may be taken for granted that unless 
an acceptable method of rating effi- 
ciency is adopted, the politician may 
make his influence felt at various points 
in the employment process, but particu- 
larly in the matter of promotions and 
layoffs. 


Promotions 


Due to the combined influences of 
the report of the Commission of Inquiry 
on Public Service Personnel, the na- 
tion-wide activities of the League of 
Women Voters, and the pioneering pro- 
gram of the United States Civil Service 
Commission, public career service has 
become a slogan among those interested 
in improving the character and quality 
of government. The very foundatton 
of a career service is obviously a sys- 
tematic development of promotional 
opportunities. 

The representative civil service law 
provides that the commissions shall be 
responsible for promotional examina- 
tions. But the records show that this 
responsibility occupies no large place in 
their program, which means that ap- 
pointing officers have a broad range of 
discretion in making promotions. It 
must further be emphasized that except 
in technical and professional services, 
positions in the upper range are cus” 
tomarily exempt from the civil service 
provisions, which all too frequently re- 
sults in the utilization of such desirable 
positions as a means of paying political 
debts. 

It must be readily apparent that 
young people of ability and a reason- 
able amount of ambition will not be at- 
tracted into the public service so long 
as they know that to attain the upper 
rungs of the ladder it will be necessary 
to secure political backing at strategic 
points, with the prospect that through 
a shift of administration “voluntary” 
resignations will be in order. The 
writer is acquainted with men who 
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have refused advancement to higher 
positions on the very ground that such 
promotions would involve a transition 
from a level of the service protected 
under civil service laws to one where 
appointees enjoy no fuch protection. 

In jurisdictions where these condi- 
tions prevail, a campaign for a career 
service is ill-advised arid highly un- 
fortunate. The generalization is ten- 
able that apart from the technical and 
professional divisions of government in 
a number of jurisdictions most public 
servants are at the present.time con- 
demned to work under a low ceiling. 
Undoubtedly the happy hunting ground 
for politicians is, even where civil serv- 
ice laws are in effect, the low-grade and 
the high-grade positions. 

The remedy is ready at hand. It is 
that the upper range of positions shall 
be filled with the aid of examinations 
and the efficiency records of qualified 
candidates. In handling this phase of 
the employment program, close and 
harmonious coöperation between the 
personnel agency and appointing off- 


cers is clearly indicated. Š 


Discipline and removals 


Discipline is broadly conceived. As 
here used, it covers suspension, demo- 
tion, and removal. One of the most 
common charges on the score of ineffi- 
ciency brought against public adminis- 
tration is that the hands of the execu- 
tive officers are tied in disciplinary ac- 
tions—that it is impossible to get rid of 
the inefficient. This is usually charged 
to the account of the protective activi- 
ties of the civil service commission. 
As a matter of fact, under most civil 
service laws the back door is wide open, 
the provision being that the appointing 
or removing officer is called upon.sim- 
ply to file written charges with the 
commission, to which the employee has 
a right to reply in writing. In a few 
jurisdictions a hearing with or without 
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ecunsel is permitted before the com- 
mission, and rather infrequertly the 
right of appeal to the courts is opan to 
the disciplined worker. 

Taken by and large, not a litt. e of the 
inefficiency of government is charge- 
akle to the absence of the metive of 
fear of discipline, because of the real or 
fancied difficulties of enforciag dis- 
ciplinary measures by superior >fEcers. 

The remedies for this situation are a 
well-functioning and reviewable scieme 
of rating efficiency, and a reasonable 
disciplinary code prescribing thz short- 
comings that are subject to dsscipline 
and the procedures to be followed, in- 
cluding a provision for appeal tc a thor- 
oughly competent board so constituted 
that it will command respect and gain 
the support of both the sup2rvising 
staff and the rank and file of employees. 


Classification and salary standardization 


So long as positions are not c assified 
with reference to duties, there can de no 
proper process of selection, no sound 
policy of transfer and promotion, and 
quc consistent application of the funda- 
mental theory of like pay for like work. 
Salary standardization will nct alone 
make possible the application of this 
last principle, but should also pernait of 
the recognition of increased eCiciency 
within one and the same class of em- 
ployment, thus injecting the szimulus 
of hope of recognition for work well 
dane, 


Superannuation 


On account of the permanence of 
government and the relatively limited 
amount of turnover, a superannuation 
program is mandatory. Witaout a 
well-established policy along this line, 
workers can be maintained on tae pub- 
lie pay rolls long after they have out- 
lived their period of usefulness. The 
more potent their political back_ng, the 
longer will they be retained to the 


detriment of the service. Again we 
have an instance illustrating the possi- 
bility of reducing the area subject to 
patronage by the adoption of a system- 
atic policy that requires equal treat- 
ment for all concerned. 


Administrative favoritism 


As the foregoing pages indicate, the 
term “patronage” is broadly con- 
ceived. It is not alone concerned with 
initial appointment, but also makes its 
influence felt in connection with prac- 
tically all phases of a personnel policy. 
But it goes even beyond the handling of 
personnel. It appears in many a juris- 
diction in the way in which Jaws and 
ordinances are enforced. Public offi- 
cials who owe their appointment, pro- 
motion, or retention in the service to 
political forces are by this very fact 
under obligation to “‘hear their master’s 
voice,” whether in the matter of “fix- 
ing” tickets for traffic violations, of ad- 
justing assessments, of overlooking 
violations of the building code or the 
zoning ordinances, of expediting or de- 
laying hearings before the courts, or in 
other ways too numerous to mention. 
There can be little talk of equality be- 
fore the law or before the administra- 
tion of the law so long as those in official 


° positions owe, even to a limited extent, 


their appointment, their status, their 
tenure, or their emoluments to politi- 
cians. That such inequality exists 
runs directly counter to all the tenets of 
democracy. 


CONCLUSION 


In his final address before the Consti- 
tutional Convention, Benjamin Frank- 
lin more or less unwillingly acquiesced 
in the proposed constitution that was 
subsequently adopted, taking comfort 
in the observation: “There is no form of 
government but what may be a blessing 
to the people if well administered.” 
We have been dealing in this paper 
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with the feature of the public business 
that surpasses all others in significance 
when it comes to the character and 
quality of administration, i.e., the 
character and quality of personnel and 
the ways and means of maintaining it 
on a high level. We have attempted to 
point out that both as to machinery 
and as to methods, an approved and 
comprehensive program can feasibly be 
set up which will largely eliminate the 
factor that more than any other has 
tended to undermine good government. 


Contrary to the accepted attitude, 
government is no longer a second- or 
third-rate industry. It has become 
far and away the most important busi- 
ness in the United States. Its success- 
ful conduct calls for the best brains and 
leadership available in the country. 
If we cannot increase the prestige of 
public employment and give assurance 
of satisfactory careers in it to our able 
and ambitious young people, the per- 
manency of democratic institutions is 
far from assured. 


+ 

Dr. Wilham E. Mosher is professor of political sci- 
ence and director of the School of Citizenship and Pub- 
lic Afairs, Syracuse Uniwersity. He was director of 
research staff of the Joint Commission on Reclassifica- 
tion of Salaries, Washington, 1919-1920; made a sur- 
vey of employment policy, Post Office Department, 
Washington, 1921; was a member of staff of the New 
York Legislative Commission on Taxation and Re- 
trenchment, 1922-1924; and was secretary of the Com- 
mittee on Civil Service of the National Municipal 
League and Government Research Conference, ee 


1928. 


Amateurs versus Experts in Administration 


3y Orpway TEAD 


SALES executive of high edrinis- 
trative caliber recently joined a 
large company with the marketing of 
waose products he was totalky unfa- 
miliar. The president of the conrpany 
called him* into his office uson his 
arrival and said, in effect, zhet he 
wanted the man to take twelve or 
fifteen months to familiarize 2himself 
with the company before he would 
expect him to come to grips with its 
problems in a large way. The new 
sales manager had hardly retvrned to 
his own office when he received a tele- 
phone call from the presidemt, who 
said, “Let me outline to you this 
problem which we are up agajnst, and 
read these papers and give ne your 
opinion as to what we should co.” 
This interview and the resalting 
task which it imposed closed the sales 
manager’s period of preliminary exam- 
eination of the company’s proklems. 
From that day to the present hə has 
never had ten minutes to familiarize 
himself with the situation in any 
general way. He has been -leciding 


administrative issues on the basis of ° 


the best knowledge he could quickly 
acquire. 

This executive was no amateur in 
administration. But his induczion into 
his new post was inevitably expensive 
fcr all concerned. His situat.or sug- 
gests many points of identity with that 
of administrators newly appc nted to 
government posts. And it suggests 
one of the basic handicaps undar which 
the amateur in public admin-stration 
alveays labors. 

This amateur comes to his n2w work 
with his skills already estabLshed in 
other fields. He is a polit.cian, a 
corporation lawyer, or a business exec- 
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utive. And his plunge into new tasks 
is a valiant but wasteful educational 
process. 

It would of course be idle to deny 
that, even so, the amateur may bring 
to his public post some genuine con- 
tributions. He may well bring, for 
example, the fresh point of view which- 
represents a helpful departure from 
many established habit patterns of 
policy and procedure. He injects the 
new blood cf enthusiasm and of energy 
which the competent newcomer from 
the outside will naturally bring to a 
task. Scores of instances could be 
pointed to where, at least temporarily, 
the merits of a “business man’s 
administration” have been conspicuous. 


THE AMATEUR’s SHORTCOMINGS 


But over against these possible and 
not always realized benefits are to be 
placed the undesirable features of the 
appointed amateur from the organiza- 
tion’s point of view. There is the time 
factor in the extended period required 
to learn the job. It is no answer to 
this pomt to say that frequently the 
top appointed administrator is not 
required to cope with normal routine 
operations. Often he must jump in 
and make crucial decisions from the 
outset. 

Second, there is the attitude factor, 
which is subtly but surely important. 
To the extent that the appointed ad- 
ministrator comes out of business, his 
own attitude is likely to be one of 
carrying over into the execution of his 
entire public task business standards 
as to competent performance. Yet 
anyone who has had anything to do 
with public service positions will 
realize that beyond a limited point, 
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standards of effective operation in 
public business are so different in 
degree from the standards in private 
business as to be virtually different in 
kind. I refer here less to the minutize 
of job performance than to larger 
questions of policy determination both 
as to functions and as to personnel 
policies. The criteria of success in 
business decisions are largely monetary. 
The criteria in public service positions 
are implied in the satisfaction of the 
requirements suggested by the two 
words “public” and “service.” And 
what is frequently regarded from the 
outside as operating laxity in govern- 
mental positions is discovered by 
executives long familiar with public 
executive work to be a necessary 
sensitiveness to considerations of the 
broader interests of public welfare, 
viewed in the long look. 

Indeed, we always have to remember 
that there may well be a definitely 
adventitious quality in respect to 
standards of efficient operation in busi- 
ness which opens them to challenge 
from any long-term social and public 
point of view. 

Again, the morale factor of good will 
within the department or bureau may 
be endangered if the amateur brought 
in is a “political appointee”? who is 
there for partisan reasons more than 
for reasons of administrative compe- 
tence, and is therefore not concerned 
with and able to exercise administrative 
competence in a way that commands 
respect and loyalty. 

Related also to the morale feature is 
the ever present danger that the ama- 
teur is overexerting himself and crowd- 
ing the organization to prove his fitness 
and to get results. That too tense 
application which is called “pressing” 
in tennis leads to adverse results in 
executive work as it does in sports. 

Finally, if the amateur is habituated 
to the usual business patterns of 
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commanding by domineering and the 
autocratic exercise of power, there is 
serious danger both that he will never 
win enlightened loyalty all the way 
down the line and that he will never 
get good executive cordination among 
his subordinate department chiefs. 

Mauch of the above can be sum- 
marized in the following way. The 
amateur administrator will tend to 
have the habit patterns of executive 
competence as this is at present un- 
critically viewed in business circles. 
Instead of lessening the dangers of 
bureaucratic, rigid and routinized op- 
eration in governmental agencies, his 
efforts will tend to fix all this more 
strongly and deeply on his department. 
The fact that there is a new kind of 
administrative rôle in which the out- 
look and the techniques of democratic 
leadership are required will tend to þe 
lost to view. 


Basic QUESTIONS 


The basic questions which have to be 
asked in any consideration of the 
problem of wise administration of gov- p 
ernmental bodies are: (1) What is the 
ideally desirable conception of public 
administration? (2) What is the ide- 
ally desirable type of personal adminis- 
trative leadership to carry out this 
concept of administration? 

With the answers to these questions 
before us, it should be easy to deter- 
mine the probable comparative ad- 
vantages of the amateur and the 
professional. 


ADMINISTRATION REVIEWED 


The newer concept of administration 
stresses equally two classes of elements 
—those which can be broadly identified 
as structural or organizational, and 
those which have to do with personal 
effectiveness and adjustment. Admin- 
istration is ultimately the conscious 
effort which determines what an or- 
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ganized group is trying to do, olvs the 
effort to lay out a plan on bread lines 
far achieving the aim. 

The achievement of aim is itself a 
question of correct organizational meth- 
ods, of competent use of necessary 
skills and techniques, and of willing 
and enthusiastic application of haman 
effort under Spirited leadership. 

In other words, administration is 
concerned with statement of objeztive, 
definition of policy, framing cf plans, 
oversight of execution, and stinuletion 
toward accomplishment in the desired 
time and with available resources. 

Administration is essential fcr or- 
ganizations, and organizations are pre- 
eminently personal in their essence. 
They are groups of people, each with 
distinctive desires regarding is own 
fulfillment, and all more or less ar- 
brtrarily brought together in the sub- 
ordination of individual desires to 
sustain common purposes. Froblems 
of proper choice and training of the 
necessary personnel, the emp oyment 
of suitable incentives and the offering 
of reasonable rewards—these are, of 
course, vital elements in the problem. 
But fundamentally they are all sezond- 
ary to the personal appeal by which 
organization leaders, who are adminis- 
trators, are able to win the loya_ty of 
members. The basically right senti- 
ment is thus assured. Each member of 
the organization is made to fee! that he 
is taking an important part in a worth- 
while project, with the result that he 
finds profound satisfaction in werking 
at his best. Unless this nying 
power, exemplified in the right kind of 
leader, is always kept in vEw, the 
concept of good administration remains 
at an essentially trivial level. 


+ 
Unrgus ELEMENTS IN Porritt 
ADMINISTRATION 
Administration in public service 
organizations works or can work, also, 
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at a great advantage above and beyond 
that offered by many organizations run 
for pecuniary aims of privately received 
profit. In a world where the major 
rewards are offered for material success 
and are measured by pecuniary stand- 
ards, the normal and basic human 
traits of mutual helpfulness, friendli- 
ness, and neighborly consideration for 
the rights and welfare of others tend to 
be ignored. But he is an ill student of 
human nature who does not realize 
that the element of mutuality and of 
sympathetic eagerness to be a member 
of what Royce has called “the beloved 
community” is a fundamental charac- 
teristic of man as a social animal. And 
organizations which can truly appeal to 
and satisfy this demand of human 
nature by restoring some sense of 
unity as well as of community to the 
vocational activities of their members 
have potentially a vast superiority 
in summoning their allegiance. 

Public service bodies have potential 
appeal of this kind. Indeed, they 
already have the allegiance which this 
appeal has made, to a greater extent 
than we realize. But it is probably 
true that under amateur administra- 
tors they have it far less than they 
should. And they certainly have it far 
less than they should where the whole 
animating concept of administration is 
autocratic and old-fashioned. 

Public service administration in the 
newer outlook is the whole provision 
made for the conduct of public bodies 
on such terms that the ends of public 
good are economically served at the 
same time that all the participating 
members of the organization are taken 
account of and implicated as them- 
selves citizens and creative partners in 
the enterprise. . 

A sound view of public administra- 
tion implies, therefore, that structur- 
ally there shall be clear allocation of 
responsibility and explicit division of 
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individual tasks. But beyond that 
there must be the conscious effort 
made in a collective way to inform and 
enthuse all members of the organiza- 
tion regarding the larger purposes to be 
served, and the ways in which their 
special interests can sensibly be ad- 
justed to and reconciled with the 
achievement of public good. 

Obviously, the assured practice of 
public administration as thus con- 
ceived is not obtained by sporadic or 
amateur administrative efforts which 
misunderstand the key requirements of 
directive effectiveness. Sound results 
grow out of sustained effort by in- 
formed administrators imbued with the 
purpose of the organization, familiar 
with its methods, and eager to assure 
the shared participation of all its 
members in the making of decisions of 
policy closely affecting the nature and 
conditions of the work to be done. 

In the first instance the conclusion is 
clear, therefore, that administration in 
public service is, under present condi- 
tions, distinctive, sut generis; and that 
to assure success in execution here 
requires specially trained administra- 
tors. 


Tur NEED ror LEADERSHIP 


The other correlative idea in an ade- 
quate conception of administration in 
the public service is a clear under- 
standing of the difference between 
democratic leadership under modern 
conditions and older conceptions of 
leadership as domination or as imposed 
command. ‘The essence of the idea of 
democratic leadership is capacity to 
influence people to act in ways that 
they come to realize are good for them. 
The touchstone of success is the stirring 
of desire and the acceptance of aim on 
the part of the followers. The refer- 
ence is less to the achieving of results 
by the leader himself than to the 
methods of deciding what results are 
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wanted and how they are to be ob- 
tained from the followers’ point of view 
and with the followers’ best interests as 
one essential criterion. 

Leadership is not to be thought of as 
an exercise of influenct only at the top 
of an organization. There is the 
opportunity for leadership at every 
administrative level where executives 
are charged with responsibility for the 
direction of the work of.others. In 
other words, there is a whole hier- 
archy of leaderships being exercised 
within any organization which cor- 
rectly understands how total morale is 
achieved. 

The realization of democratic leader- 
ship in action is, of course, not an 
accident. It depends upon two broad 
types of factors. It depends upon 
qualities of the person who is leading, 
and it depends upon the structural 
arrangements of a codrdinative sort 
which are used to implement human 
relations and the fulfillment of corporate 


purposes. 


Lost OpporTUNITIES 


It has long been one of my conten- z 
tions that throughout the length and 
breadth of modern organizations, pub- 
lic and private, we have thus far all but 
failed to realize the vitalizing impor- 
tance of competent democratic leader- 
ship at the various administrative 
levels. We have scarcely glimpsed 
the stir it can bring within groups. 
We may have good organization as far 
as the distribution of responsibility is 
concerned, but we are usually far less 
mindful of the necessity for personal 
persuasiveness in the exercise of re- 
sponsibility. Leadership can be a 
truly creative force within organiza- 
tions, because it deliberately striveg to 
capitalize upon the understanding, the 
initiative, and the good will of those 
being led. Properly conceived, it is 
an educational process for all; it is a 


46 Toe ANNALS CF THE AMERICAN ACADEMY 


democratic process; it is a life-tulalling 
process for the followers. 

The idea that executive posts through- 
out public organizations can acd to 
ecmpetence in executive dirætkn a 
quality of persudsiveness and an irvita- 
tion to self-growth for those cirected, 
can be an enormously stimulatiagforce 
whenever it is systematically apslied. 

But application of this idea wil not 
be attempted until it is undarstood, 
until its creative values are appre- 
ciated, and until certain simple tech- 
niques concerning the art of leadership 
are appreciated and efforts made to 
inculcate them. ! 


ORGANIZED LEADERSHIT 


It would, however, be an inadequate 
notion of the idea of leadership if the 
element of organization and s-ructure 
were not emphasized as well as the 
cultivation of the right personel quali- 
ties. Leadership of a handful cf people 
can no doubt be exercised effectively in 
the absence of administrative nechin- 
ery. But in any organization where 
«large groups of people have to >e dealt 
with, the problem of codrdineting 
` effort, of securing active consert, cf in- 
forming and persuading as to aims and 
methods, is never solved in the absence 
of formal organizational machinery. 

Here again we are faced with prob- 
lems regarding which the administra- 
tive amateur is singularly unaware. 
Yet these are problems for whica the 
administrative expert knows that there 
are answers—answers that wil. satisly 
tke requirements of democratic control 
and of responsible unified admimstra- 
tive direction. I have, for example, 
elaborated elsewhere my own ccnvic- 
tion regarding the possibility of im- 
plegenting administrative leadership 


1I have tried to make a beginniag in the 
formulation of such methods in a ruxber of 
chapters in my book, The Art of Leacership, 
McGraw-Hill, 1935. 


through the application of two princi- 
ples—the principle of representation of 
special group interests, and the princ 
ple of codrdination. 2° 

In short, the addition of a proper 
conception of leadership to an adequate 
grasp of the meaning of public adminis- 
tration leads inevitably to the con- 
clusion that the untrained administra- 
tor works under.a terrific handicap at 
every turn. 


Can ADMINISTRATORS Br TRAINED? 


The final question that will at once 
arise is as to whether these newer 
meanings for familiar concepts can be 
inculeated and brought into practical 
operation by any form of training. 
My own answer to this question is un- 
equivocally yes. I am confident that 
we are now able to draw from a number 
of fields of human effort upon success- 
ful pedagogical practice and say that, 
technically, there is no reason why vast 
improvements cannot be achieved with 
carefully selected individuals. 

My own observation as far as the 
public service is concerned is that the 
difficulty lies elsewhere. Can we get 
people of the right caliber to take the 
training? And can we hold ‘them 
through what is necessarily a relatively 
long training and apprenticeship period 
with the offer of sufficient inducements 
in ultimate reward, both materially and 
in social esteem, to attract the right 
type of person’ Can we surround a 
professional career of public service 
with sufficient public acclaim and sense 
of personal fulfillment so that really 
able personalities will eagerly accept 
this as their field of life work? 

Perhaps a fundamental reason why 
the amateur has thus far been available 
in large numbers is that? his public serv- 
ice career has been a subtle salve to 


2 The reader will find these more extensively 


discussed in my Creative Management, Association 
Press, 1935. 
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his conscience for his excessive acquis- 
itiveness in private employments. 

What hasto be established, therefore, 
is a wide public sense that a career in 
public service offers distinction and 
prestige. It has to become common- 
place among the intellectually élite of 
the community that the satisfactions of 
public effort are greater than those of 
private gain. 


CONCLUSION 


My conclusion is that there may for 
a long time be occasional public situa- 
tions in which the carefully selected 
amateur will render distinctive service. 
But the more mature and adequate 
understanding which we now have of 
the nature of administrative science 
and of the psychological elements in the 
right kind of leadership leads inevitably 
to the affirmation that our country 
must develop a body of trained ad- 


ministrators. And these administra- 
tors are not to be experts in the usual 
narrow sense in which that word is now 
employed. They are to be, as the 
phrase is, “specialists in generaliza- 
tion,” and in capađities special to 
democratic leadership. 

There is now real promise that as our 
sense of the need for public action in 
more areas of life in a complex society 
increases and requires wise public 
guidance, the public esteem which will 
be accorded to this necessary service 
will increase. Under it, men of spirit 
and discernment will find increasingly 
attractive the challenge which this 
whole task imposes. They will be glad 
to enter into a training process which 
interprets administration and leader- 
ship as ways of organized direction 
which liberate human talents and fulfill 
novelly the demand for a democratic 
implementing of the public will. 


Mr. Ordway Tead is editor of economic books for 
Harper & Brothers, New York City, lecturer in per- 
sonnel administration at Columbia University, and 
president of the Society for the Advancement of Manage- 
ment. He previously taught at the New School for 
Social Research and at the New York School for Social 
Work. During the war, he was engaged by various gov- 
ernment departments for teaching and survey work in 
the field of industrial relations. He is co-author of 
“Personnel Administration: Its Principles and Prac- 
tice” (Third Edition, 1933); and author of “Human 
Nature and Management” (Second Edition, 1933), 
“The Art of Leadership’: (1935), and other books. 


Bureaucratic Sabotage 


By ARNOLD BRECHT 


No bureaucracy can hope to -nake such a people as this do or undergo anything 


they do not like. 


UREAUCRACY is sometimes nar- 
rowly defined as a specia. system 

of governmtnt, the control of which is 
in the hands of officials. At other 
times or places the term is us2d in so 
broad a -sense as to be equivalent to 
any professional and permanent civil 
service based on hierarchical subordina- 
tion.2 In common language, no less 
justifiable under a literal transkation of 
the term, the meaning often lies þe- 
tween these two extremes. Ft -efers 
neither to a system of governmert nor 
tc the civil service as a whole: but to 
any kind of political domination exer- 
cised consciously or unconscicus_y by 
civil servants as distinct fram, and 
eventually in contrast to, the voltical 
exponents of the government. Of 
estch domination at least four stages 


! Harold J. Laski in his article on “Bureau- 
cracy” in the Eneyclopedia of the Sacict Szzences 
approaches this narrow use by defining bureau- 
eracy as the “system of government the control 
of which is so completely in the hands of Cficials 
that their power jeopardizes the liberties of 
ordinary citizens.” 

? See the quotation from Georg Jellinek at the 
end of this article; Max Weber’s chapters on 
Bérokratie in his Wirtschaft und Cese-tschaft 
(Grundriss der Socialékonomik III, ““itingen: 
T.C.B. Mohr, 2nd ed., 1925, 2 vols., 89% pp.), 
Vel. I, pp. 126-128; Vol. II, pp. 650-678. Also, 
Carl J. Friedrich, “Responsible Government 
under the American Constitution,” P-obems of 
the American Civil Service, Commission «f Inguiry 
on Public Service Personnel (New York: Mce- 
Graw-Hill, 1935, 431 pp.), pp. 21 et seg To Dr. 
Friedrich the problem in a democracy is kow to 
make thé “bureaucracy responsible,” whereas, 
e.g., Lucius Wilmerding, Government by Merit 
(seme editor, publisher, and year, 294 pp.), 
formulates the same problem as being kaw to 
maintain a permanent civil service “without 
bureaucracy” (p. 233, No. 649). 
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—John Stuart Mill, on the United States. 


should be clearly distinguished, as 
they are different both in origin and 
with respect to the cures that may be 
applied. In rough outline they may 
be indicated as: (1) rule of red tape 
over initiative; (2) rule of knowledge 
over ignorance; these two instances 
thought of as unconscious manifesta- 
tions of political influence; (8) the 
application of a conscious political will 
by individuals and (4) by groups. 

Increase in number and functions of 
employees, authority given them for 
delegated legislation or the spending of 
lump sums, and other particulars, will 
increase the weight of these four stages 
of influence but will not change their 
essence. 


Rep TAPE versus INITIATIVE 


If one may be permitted to employ 
the term “sabotage” for unintentional 
counter acts, we may say that in many 
cases routine and red tape work out as 
sabotage to the intentions of political 
leaders. They tend to transform all 
living, spirited, and flexible human 
initiative at the top into formal, dull, 
inflexible paper work at the bottom, 
and by this transfiguration may sub- 
stantially impair the original plans. 
This evil in connection with the tend- 
ency to.avoid decisions has so often 
been painted that we may refrain from 
going into much detail here. 


One of the less obvious forms in 
8 


3See Beiter Government Personnel, Report of 
the Commission of Inquiry on Public Service 
Personnel (New York: McGraw-Hill, 1935, 182 
pp.), p. 57; H. J. Laski, C. J. Friedrich, and L. 
Wilmerding, op. cit. 
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which paper work will reveal its aloof- 
ness from actual life, even when there 
is some individual initiative left, is in 
. the carrying on of inter-office and 
intra-office disputes. As the head of a 
European department once wisely said 
when he learned that the Ministry of 
Economics in his country held a thou- 
sand officials: “A National Ministry of 
Economics with a thousand officials 
needs neither any nation nor any 
economics; they can keep themselves 
busy all alone.” Worn out by the 
intramural contests, each subdivision 
will at last resign to reducing its activi- 
ties to its specific narrow and technical 
tasks which do not catch the general 
imagination and therefore do not arouse 
the jealousy of other subdivisions or of 
superiors. The enthusiastic first or- 
ganizers will gradually be replaced by 
the red-tape type.’ 

A bold comparison may illuminate 
the psychological process.6 Insects 
which enjoy a spectacular jumping 
power can be trained to forget com- 
pletely the use of this gift, so that they 
may be made to walk obediently across 
a tablecloth, to pull minute cars, and 
to do other pedestrian things. To 
bring this about, the trainer will fix 
a pane of glass above the table. In 
jumping, the insects hurt themselves 
every time and finally refrain from all 
bounds. Then the trainer may re- 
move the glass. No jumping occurs; 
the initiative is gone. That is the. 
way it works with human initiative, 
too. Under unpleasant experiences 

4“The new individual who comes into a going 
concern in all likelihood is not the imaginative, 
creative individual . . . who was willing to come 
for the sheer joy that he found in it and not for 
any financial remuneration.” G. Lyle Belsley, 
director of personnel, Farm Credit Administra- 
tion, in Minutes of* Evidence, Commission of 
Inquiry on Public Service Personnel (New York: 
McGraw-Hill, 1935, 721 pp.), p. 571. 

t This very indicative illustration was told me 
long ago by a then young German assistant 


principal, later head of a department. 
e 
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the young employees gradually leave 
off displaying initiative and accept the 
pedestrian fashions that surround them, 
and they will not win back their orig- 
inal forces when in later stages of their 
career the pane is lifted. 


Rep Tare Must BE ENDURED 


There are no means of completely 
eradicating the evils of red tape. So 
much do the complaints reSemble one 
another in all countries that they read 
like translations rather than the results 
of indiwidual experience. Not even 
rotation will destroy red tape. While 
the head of an office may not have 
time to become acquainted with the 
convenient practice, some permanent 
clerk will take care of it for him. 
Otherwise the lacking stability is likely 
to be felt an even greater evil than 
routine. Then, of a sudden, it will 
appear that red tape has a function to 
perform. ‘Some red tape is essential; 
it is the citizen’s guarantee of equality 
—that he will receive the same treat- 
ment as any other individual in the 
same situation.” $ 

The consequences of red tape can be 
mitigated by means of education and 
considerate treatment of the personnel, 
low retirement age, frequent transfers 
from one task to another, holidays, 
and rewards; in brief, by fixing the 
pane of glass never too low, and invit- 
ing jumps from time to time in order to 
preserve the art, the power, and the 
joy of initiative. In particular, the 
career service for the highest adminis- 
trative posts must be treated so as to 
foster rather than suffocate initiative 
and flexibility. The entrance of out- 
siders for the sake of gaining fresh- 

6 Better Government Personnel, p. 57., Note- 
worthy remarks on other positive sides of the 
matter (safeguard for the absentee) are pre- 
sented by C. J. Friedrich, op. eit., p. 18, who 
states that meticulous insistence upon apparently 


unnecessary detail very often is efficiency and 
not inefficiency. 
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forces if need be, must not be com- 
pletely obstructed. As for the rest, the 
wise administrator will use the good 
qualities of red tape and duly zalkculate 
the bad ones in his plans and orders. 


KNOWLEDGE VERSUS IGNORANCE 


Distinct from the mere rue of red 
tape is the’domination over political 
rewcomers which is exercised by the 
cld service man on the ground of his 
more detailed, substantial knowledge 
in his particular field. No ore has 
fainted.this typical output be}ter than 
cid Charles Buller with his Mr. Moth- 
ercountry nearly a hundred years ago. 
‘The fictitious name alludes =o a per- 
manent official in the British Colonial 
Office who actually producec the de- 
cisions which were received with awe 
far away in the colonies, as the-decisions 
of the mother country.’ 

This domination by expert xnowl- 
edge, again, is common to all countries. 
What Mr. Stephen, to waom the 
pamphlet seems to refer, was in the 
British Colonial Office in the 1830s, or 
(yeheimrat von Holstein in the German 
Foreign Office in the 1900’s, is now Mr. 


1 Responsible Government for Colories (1840), 
from which book the story was hanced down to 
as through E. Gibbon Wakefield’s View of the 
Art of Colonization (1849) and A. Lawrence 
Lowell, The Government of England : New York: 
Macmillan Co. lst vol., 2nd ed., 1912, 584 pp.; 
2nd vol., 1908, 563 pp.), Vol. I, p. 178 To il- 
-ustrate some points it is worth while to recall the 
particulars. “He [Mr. Mothercouatrr] is fa- 
miliar with every detail of his business and 
Aandles with unfaltering hand the pies af papers 
at which his superiors quail. He krows the 
Dolicy which previous actions render nscessary, 
jut he never appears to dictate. A new Secretary 
of State intends to be independent. bat some- 
thing turns up that obliges him to zorsult Mr. 
Mothercountry. He is pleased wita tre ready 
and unobtrusive advice which takes a g-eat deal 
of trouble off his hands. If things go well, his 
zonfidence in Mr. Mothercountr7 vises. If 
badly, that official alone can get him oat of the 
colonial or parliamentary scrape; and zhe more 
independent he is the more scrapes be fells into.” 
A. L. Lowell, loc. cit. (Italics mine.” 


X in London, Monsieur Y in Paris, 
and Mr. Z in Washington, if to less 
extent. 

There are plenty of such officials in 
all countries and departments.? “They 
are anonymous as a rule. Just this is 
the source of their power. When the 
specter is named, it will collapse. 
Their advice is “unobtrusive” and 
“not dictatorial’—these are impor- 
tant details—and is given in good 
faith, as we are not yet speaking of the 
case where an underlying political will 
guidestheemployee. Hesimply wants 
to serve his chief and the country well. 
His influence is the greater the more his 
political chief is led by views of ob- 
jectivity, justice, and science, and by a 
feeling of great responsibility for the 
values intrusted to him. 


STRENGTH oF OFFICIAL EXPERTS 


The denouncement of this bureau- 
cratic influence as sabotage will assume 
particular strength in post-revolu- 
tionary periods. Not only the ama- 
teur will succumb. One of the finest 
Labor Ministers in postwar Germany, 
a great authority in law and philos- 
ophy, liked to mock himself in relating 
how the scientific atmosphere of the 
Ministry of Justice lulled his activity. 
There were the most admirable ex- 
perts, modest and seriously prepared 
to submit, to any better argument, 
intent upon justice and truth, upon 


„Science and social achievements, ready 


to do what they were ordered to do 
when arguing was stopped. How can 
one go in and ask for, say, abolition of 
the death penalty without once more 
discussing the consequences and being 
impressed by their arguments? Only 


8Graham Wallas, Human Nature in Politics 
(New York: F. S. Crofts, 8rd ed., 1921, 313 pp.), 
goes so far as to call the Permanent Civil Service 
in Great Britain, in a favorable sense, the real 
“Second Chamber,” the real ‘Constitutional 
Check” (p. 262). 
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a savage, a Monomaniac, would go 
ahead unaffected. Across the street 
was the Treasury facing a catastrophic 
future of financial conditions. While 
the political heads changed frequently, 
the officials as a whole stayed, willing 
to do anything they were ordered to do, 
provided they were allowed to offer 
their objections first and to have a fair 
hearing. Why not hear them? They 
would not just say No to new proposals, 
no matter whether the ministers 
panacea was inflation or deflation, 
indirect taxes or liberation from in- 
direct taxes, increasing or decreasing 
salaries. But they would adjust the 
political plans to expeditiousness, and 
would take the fundamentals off the 
radical proposals and reduce them to 
cautious experiments in various direc- 
tions, preserving a conservative trend. 
The staff of the Foreign Office would 
extend its influence to domestic affairs, 
warning that some domestic policy 
would impair international relations, 
and lastly decide even such questions 
as the kind of suit a labor leader 
should wear when he happened to 
become a president or a minister. 
Only he who knows exactly what he 
wills will be able to override the expert 
views of his official advisers. Either 
he must match their knowledge and, 
moreover, not be liable to make com- 
promises for the sake of friendship, or 
he must have the brazen will to impose 
his orders against advice which he is 
unable to controvert. Such ruthless 
will may be based on belief in, or 
obedience to, some authority in the 
background, e.g., the party or some 
unofficial expert. Pledging the politi- 
cal heads to the authority of the party 
has been the means employed by the 
German Nation&l Socialist régime to 
make them immune to domination by 
official objections in such fundamentals 
as the elimination of the Jews. Never- 
theless, National Socialist quarters, 
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too, complain much of bureaucracy, 
and so do the Communists in Rus- 
0 
sia. 


Views For THE UNITED STATES 


From the American standpoint the 
specific experiences of revolutionary 
governments may be gassed over. 
Granted that the American expert 
official would serve communist or 
fascist régimes unsatisfactorily after a 
revolution, that would be no objection 
to having him now. The only question 
here an@ now is as to whether or not he 
will serve well under the present Con- 
stitution that is meant to be con- 
tinued. 

Two views should be heeded before 
shrinking from the specter of expert 
influence. First, is this influence re- 
ally bad? In many cases the victory 
of expert objections made in good faith 
has proved very salutary. Whenever 
the arguments presented by officials 
are so good as to weaken the determin- 
ation of the political heads with respect 
to bold innovations, much may be said 
for letting them prevail. As a rule it 
would be better to wait with experi- 
ments until the political champions are 
able to beat arguments by better 
arguments than to go ahead m a 
“faltering mood. 

The other view is that intramural 
discussions lead to bureaucratic results 
chiefly where the political heads take 
rapid turns and remain in office only 
for a few months, without previous 
administrative experience. Continu- 
ance in office four years or more, as is 
the rule in the United States, changes 
the picture. It grants the politician 
sufficient leeway for the development 
of his own administrative gifts, for 
overcoming expert objections not by 
way of rash resolutions but by more 
adequate means such as public hear- 
ings, research committees, model ex- 

"See H. J. Laski, op. cit., for Russia. 
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p2riments, and international compari- 
son. 


SECURING UNBIASED ADVICcr 


The basis for obtaining ʻmbiased 
alvice in good faith from a permenent 
civil service for changing governments 
is rigid education in the prinzirles of 
political neutrality and ascetie abstin- 
ence from political commitments.! 
Development of such a spirit ot neutral 
service can go far to offset even the 
natural bias caused by enviromment 
and personal background. Un this 
respect, a reassuring illustration seemed 
to be presented particularly by tke two 
periods of Labor government in Great 
Britain in 1924 and from 1928 to 1930. 
Although both these periods, especially 
the first, were unusually shor, the 
Labor Ministers have expressed their 
satisfaction with the impartial service 
af the permanent officials. 

The value of this illustratior is. how- 
ever, restricted by the fact that Labor 
policy did not put the permanent 
service to a very hard test n either 
period, as Labor wielded no majority 
and was able to realize demands only 
when supported by the Liberals or even 
the Conservatives. Asa whee, Labor 
pursued a mildly liberal policy that did 
r.ot fly in the face of the permaneat offi-” 
cials. In the matter of foreign policy, 
some cumbersome bureaucraticinfluence 


19Qn these points, among others, see L. D. 
White, “The British Civil Service,” Civ Service 
Abroad, Commission of Inquiry on Public Service 
Personnel (New York; McGraw-Hill 1935, 275 
rp.), p. 46, and Government Career Servez, Uni- 
¥ersity of Chicago Studies in Publie administra- 
tion, Vol. IH (Chicago, 1935, 99 py.); L. Wil- 
merding, op. cit., pp. 233-237; and ©. £. Fried- 
rich, op. cit. H. J. Laski, op. et., recommends 
further provision for collaboration betw22n off- 
ciqls and politicians in joint committees before 
the minister assumes responsibility. - TLis prac- 
tice, while good in some cases, w uli easily 
destroy the anonymity of the officials and stimu- 
late illegitimate ambitions in others. 
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of the permanent officials made itself felt. 
Hence it would be going too far to 
say that permanence of office has 


‘already been proved not to be seriously 


harassing in any contingency short of a 
revolution. The crucial tests have not 
yet been made. All we can say is that 
as a rule, attendant evils can be met by 
firm determination, particularly if the 
head of the department stays in for a 
long term. Conditions may, however, 
be such that he needs a few leading 
aides who share his views completely, 
plus the opportunity to shift an official 
whose views are too difficult to com- 
bine with his. We shall come back to 
this compromise with permanence 
farther on." 


InpivipuaL Bap WiLL 


Thus far we have assumed that 
there is good faith on the part of the 
public employees. If they are acting 
in bad faith, consciously opposing 
their own political will to the will of 
their superiors, another stage is reached 
in the realm of bureaucratic influences. 
Individual sabotage by bad faith is 


11 All practical experience in normal periods 
indicates that there is great wisdom in the 
following lines: 

“For the purpose of legitimate changes (in 
political orders), a well-trained staff and stable 
chief are likely in practice to be more effective 
than a blunt instrument in the form of a new, 
ill-adjusted man. If the changes that are de- 
sired cannot be formulated unmistakably, it is 
‘apt to mean either that the chief executive is too 
lacking in grasp to be able to analyze, prescribe, 
and explain, or that the changes desired are not 
matters on which he cares to be explicit. When 
they can be apprehended only intuitionally and 
then only by personal friends or fellow-partisans, 
they probably concern such matters as a discreet 
awareness of patronage, or tactful treatment of a 
favored interest ...’’ Arthur W. MacMahon 
in his series of articles on Bureau Chiefs in the 
National Administration, American Political 
Setence Review, Vol. XX (1926), pp. 548-582, 
770-811; Vol. XXIII (1929), pp. 383-403. See 
Vol. XX, p. 801. 
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more frequent in all countries than is 
generally understood. Always and ev- 
erywhere there have been cases when 
an ambitious or embittered employee 
with a strong political will has counter- 
acted the orders of his chief. Com- 
mand of red tape and expert knowl- 
edge will serve such an official as a tool 
` which he will use in order to subjugate 
the will of his political protagonist or 
to obstruct the execution of disliked 
orders. 

Unsavory relations of this kind often 
develop on personal grounds when some 
old employee finds his influence declin- 
ing or resents the choice of a younger 
chief, but they spring up from all kinds 
of ambition or resentment and even 
from high moral and national purposes. 

A few of these cases have become 
famous; e.g., the political movements 
of the German envoy in Paris, Count 
Harry von Arnim, in favor of a restora- 
tion in France against the orders of his 
minister, von Bismarck. Subsequently 
the Chancellor had a special clause 
written into the German penal code in 
order to make such action punishable. 
But ordinarily the instances are not 
conspicuous, and the bad faith not 
demonstrable. As disciplinary meas- 
ures are seldom applicable because of 
lack of evidence, another remedy must 
be looked for. The structure of ad- 
ministration must be such as to allow 
the departmental chief to transfer 
individual employees, the loyal codper— 
ation of whom has become doubtful to 
him, without disciplinary procedure. 
This view will be taken up later. 

Group WILL 

The most serious case of bureau- 
cratic sabotage arises when large por- 
tions of the civil’ service act in concert 
to cross the legitimate policy of the 
government. Asa matter of principle, 
the permanent civil service is opposed 


to usurping bureaucratic powers.” 
Its members feel this to be against 
their lasting interest, and are jealous, 
too, of one another. But there are 
important exceptions. In this cate- 
gory belong all cases where the per- 
sonal interests of the employees as such 
are involved, e.g., an inerease or de- 
crease of salaries or pensions, the regu- 
lation of hours and vacations, titles, 
or even technicalities of the service. 
The community of interest then is so 
obvious that concerted action will 
emerge “without any outspoken agree- 
ment. All papers and facts that 
happen to be in line with the interests 
of the employees will receive their 
favored treatment; those in opposition 
will be handled with challenging com- 
ments. The government may even be 
given to understand that unfavorable 
action will affect the spirit of work 
(what Germans call Dienstfreudigkeit). 
At the same time the employees will 
try to satisfy their political superiors in 
every other respect. 

Since all this is only human, it will 
occur except in rare situations of a 
general idealistic upswing. Associa- 
ations of public employees will foster 
these tendencies, catechizing parties 


„and individual representatives on their 


stand and frankly threatening to throw 
in the organized voting power of the 
employees according to the answers 
given. In brief, the employees will 
form a lobby, a pressure group, acting 
in their own interests.¥ 

Objectionable as it is, this bureau- 
cratic interference applies to a rela- 


12 A law which Max Weber, from his usé of the 
terms, comes to express by the following strange 
phrase: “The bureaucracy is opposed to the 
domination of the bureaucracy.” Op. ti, 
Vol. IL, p. 671. 

13 This has been observed also in the alleged 
paradise of neutrality of the civil servants, in 
Great Britain, where groups of civil servants will 
often cast their votes on service issues and where 
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tively small part of the public business 
and will not lead to major imconven- 
iences in other than exceptior.al situa- 
tions.§ 


Crass INTERESTS 


Similar concerted action, aowever, 
will occur whenever legislatior. touches 
the interests not of the employees as 
such but of those classes from which 
they or major sections of them: orig- 
inate. Whenever public measures 
egainst agricultural, industriel, or 
banking quarters are under cnsidera- 
tion, the employees coming fr m farm- 
ing, manufacturing, or banking families 
respectively may be expected tc be on 
the alert. In case all higher employees 
ere recruited as a rule from one class, 
measures affecting this class will meet 
with the concerted action >f all of 
them. Orders of Frederick the Great 
for the abolition of serfdem were 
ignored and temporized by the offi- 
cials, and the Russian Czar was rarely 
able to carry through anythinz that 
displeased his officials. 

Democratic control has >roved 
stronger than autocratic control in this 
respect, and has done away with such 
flagrant practices of obstructicn. Nev- 


in 1922 several civil service associations entered 
the political campaign with a view of securing 
restoration of the Civil Service Arbitrazion ma- 
ehinery. (L. D. White, The British Civd Service, 
op. cit., p.47.) In Germany, where c-vilservants 
could be elected to the Reichstag, representatives 
of the associations were distributed over all the 
parties to use their influence there. 

“ Examples of great importance are the pres- 
3ure against the heavy cuts in salariesin Germany 
‘<n 1930, in Great Britain in 1931, m France in 
1984, and somewhat less in the Unifed States in 
1933; the pressure for increases in Germany and 
France in the late twenties (W. R. Sharp, “The 
Pelitical Bureaucracy of France Sine tke War,” 
American Political Seience Review, = XTI [1928], 
pp. 301-323), and for the veterans’ bonus in the 
United States. 

16 M. Weber, op. cù., Vol. I, pp. 671. 873. 


ertheless, some kind of conscious ob- 
struction by certain groups of civil 
servants in such questions as taxation, 
nationalization of industries, compensa- 
tions, and similar problems may have 
occurred in democracies too; rumors 
have arisen sometimes and are not 
altogether unbelievable. 

This bureaucratic coöperation is 
less obvious than that in civil service 
legislation. It is, however, applicable 
to a much broader field of publie ac- 
tivity, since nearly every act of legisla- 
tion has some bearing upon some sec-. 
tion of the population. Such sabotage 
will be most perceptible in postrevolu- 
tionary periods, which particular situa- 
tion, however, may be passed over 


- here as without interest for the United 


States, 


RECRUITMENT FROM ALL CLASSES 


As it is not possible to recruit civil 
servants from a class or group which is 
not interested in public affairs (unless 
one would take in foreigners as civil 
servants, as did Frederick the Great in 
order to secure the impartial and rigid 
collection of taxes), the best way to 
guard against willful, bureaucratic, 
class interference is to recruit the pub- 
lic employees from all classes. All 
kinds of families, in agriculture and 
manufacture, banking and trading; 
wealthy, middle class, and laborers; 


6On the other hand, cases of interference in 
favor of the lower classes have happened also. 
In Great Britain in 1921, the Union of the Post 
Office Workers joined the trade unions in 
threatening a general strike in case of a British 
war against Russia; and in 1926 the same associ- 
ation and two others threatened participation in 
the forthcoming general strike and supported 
the strike from civil service funds. (See L. D. 
White, op. cit, pp. 47-49.) Strikes of public 
employees and prosecution®f political objectives 
by their associations has since been forbidden by 
the Trade Disputes and Trade Unions Act of 
1927 (17-18 George V, c. 22). . Experiences in 
Germany and elsewhere are similar. 
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Easterners, Westerners, and South- 
erners; old families and newcomers—— 
all should be drawn upon. 

Setting this postulate is not just the 
usual claim for a fair distribution of 
jobs. It is rooted much more deeply. 
Careful blending is the prerequisite of a 
well-balanced civil service, the mem- 
bers of which will not unite in the in- 
terest of one class but will exercise a 
salutary check and countercheck on 
one another in the realm of bureau- 
cracy. Training in a spirit of neu- 
_trality and encouragement of a high 
moral standard by structural devices 
will be of great benefit, and a legislative 
regulation of lobbying and other politi- 
cal pressure activities of civil servants 
may check some specific development. 
Yet only the blending of the recruits 
from all classes will get to the root of 
the matter.!’ 


COMPROMISE WITH PERMANENCE 


The necessity for insuring political 
leadership against sabotage, in good or 
bad faith, presents a strong case for 
allowing the political chief to dismiss 
employees without any demonstration 
of ill will. Sweeping allowances of this 
kind would, however, be equivalent to 
authorizing rotation in office, spoils, 
and the destruction of tenure. Two 
other devices will meet the practical 
requirements of safeguarding leader- 
ship in most cases, namely, the allow- 
ance given the political chief (1) to take 

17 Liberal-minded men are often inclined to 
avoid a civil service career as not being in line 
with their individualistic views on conducting a 
life worth living. The one effect of this keeping 
aloof is that the civil service, while désigned to 
protect the civil rights of the population (see C. 
J. Friedrich, op. cit., pp. 39 et seg.), will not con- 
tain those elements that are vitally interested in 
those rights. I shall deal elsewhere with this 
side of the matter. On the preference of partic- 
ular types of applicants in examinations, see my 
article on ‘Civil Service” in Social Research, 
Vol. ITI (1986), pp. 202-221. 
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in one or several aides of a temporary 
kind who will leave office with him and 
(2) to change permanent officials by 
way of transfer. Outright dismissal 
should be restricted to the narrowest 
group possible, as any career is judged 
with a view to the highest positions, 
and none will be considered free from 
political tampering if the highest 
positions are not. 

In Great Britain the temporary posi- 
tions, publicly paid, outside the Foreign 
Office and the Defense Ministries, 1n- 
clude n@ more than about fifty-persons, 
from the Prime Minister to the political 
undersecretaries and junior lords of the 
Treasury. In France the number is 
somewhat larger because of the allow- 
ance granted the ministers to have not 
only an undersecretary of state but also 
a particular Cabinet de Ministre of a 
few members with them on public 
costs. As for the rest of the higher 
central positions, including the direc- 
teurs and chefs de bureau, the principle 
of permanence has been carried through 
In practice if not in law. 


GERMAN EXPERIENCE 


In Germany a specific device was in 
force during the monarchical and 
democratic periods, by means of which 

*a restricted number of the highest 
officials could be removed from office 
(“tentatively retired”) without any 
reproach, under continued payment of 
four fifths of their salaries and later 
graded from ten to eighty per cent ac- 
cording to the time spent in office. 
Apart from the Foreign Office, these 
were an aggregate of only some fifty offi- 
cials in the Federal Service and a simi- 
lar number in the Prussian central 
service, Including the undersecretaries 
of state (Staatssekretaere) and assistant 
secretaries (Ministerialdirektoren) 8 but 


18 In the ease of the Ministerialdirektoren m 
the Federal Service, tentative retirement was 
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not the bureau chiefs (Ministericldiri- 
genten, Ministerialraete, and chiefs of 
the subordinate offices). The only 
way to remove one of the latter. sbort of 
a disciplinary procedure, was to =rans- 
fer him to another position “of equal 
rank and salary.” 

In norma] times this arrangement 
proved satisfactory. The transition 
from the monarchy to the republice led 
to some difficulty, as positions of equal 
rank and salary for the transter of 
bureau chiefs and counselors were rare. 
To relieve this situation an inerease 
was made in 1922 in the number of 
positions subject to tentativ2 retire- 
ment, including the Ministertaldiri- 
genten and heads of the highest subor- 
dinate offices, but not the national 
Munisterialraete except for some ten 
positions in the Home Office.4* In the 
Federal Service, even this small exten- 
sion has never been applied. 

The National Socialist Goverament 
from the beginning has been muck. more 
taorough in protecting itself rom po- 
tential individual counter-ac-zivity. 
Without waiting for acts of irsubordi- 
nation, the decree-laws ordered tie im- 
mediate dismissal of all officials who on 
their records could not be expected to 
support the “national state” hole- 
heartedly. As to the future, they 
permitted the removal of all employees 
in the administrative interest at will of 
the government, not excludinz judges. 
Although since the first comiinz over 


applied only four or five times during th2 demo- 
cratie period, three instances of whic> concerned 
the head of the Division for Consti-ution, Ad- 
ministration and Civil Service in the Home Office 
(retirement of Mr. Brecht, Mr. von Kameke, Mr. 
Menzel in 1927, 1928, and 1932 re-pectively). 
In practice, the number of affected positions in 
the Federal Service, apart from tae Foreign 
Office, was therefore less than twent). 

19 Article IV of the Statute on the Duties of 
Officials to Protect the Republic, cef uly 21, 
1922, Reichsgesetzblatt, Vol. I, p..590. 
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of the staffs, dismissal is now rare, the 
influence of its potential application on 
the attitude of the officials may be 
greal. 


AMERICAN BUREAU CHIEFS 


This illustration is to the point, as it 
shows how the difficulties increase in 
postrevolutionary periods; but for rea- 
sons given previously, it would not 
apply to the building up of a permanent 
career service in the United States. 
As a whole, the European experience in 
nonrevolutionary periods is strongly in 
favor of going very far in making 
members of the higher staffs perma- 
nent. It would even suggest the in- 
clusion of most of the American bureau 
chiefs in this category. The examina- 
tions of Professor MacMahon”? have 
clearly revealed that most of the bureau 
chiefs in the Federal Service recently 
have been either taken from the 
ordinary reservoirs of the civil service 
or carried in a permanent form, and 
that the exceptions as to permanence 
were of dubious justification. For 
some positions in this group a kind of 
tentative removal with continued pay- 
ment of the greater part of the salary 
may be permitted in case a change 
appears necessary and cannot be 
brought about in another way. 


CONCLUSION 


In conclusion, the following quota- 
stion from the standard work on politi- 
cal science by Georg Jellinek may be to 
the point: “The bureaucracy and the 
army are not state institutions only; 
they are social groups, too, which, inde- 
pendent of their progenitor, react 
back on his shape and life.” This 


26 Op. cit. Particularly the summary given in 
Vol. XX, pp. 800-806 should be seriously studied. 
21 “Dje Bureaukratie, das Heer sind nicht nur 
staatliche Institutionen, sondern auch gesell- 
schaftliche Gruppen, die wieder unabhängig von 


Bureaucratic SABOTAGE 57 


holds true and cannot be entirely 
avoided. But the reaction of the 


ihrem Erzeuger auf dessen Gestaltung und 
Leben zuriickwirken.”’ Georg Jellinek, Allge- 
meine Staatslehre (Berlin: Julius Springer, 3d ed., 
1914, fifth reprint 1929, 837 pp.), p. 96. 


creature, zivil service, on its progeni- 
tor, the state, 1s not bad in all cases, as 
I have tried to show. When based on 
knowledge and good will, it is rather 
salutary more often than not. Where 
it is bad, a wise policy can overcome 
the most serious defects. 
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The Trend Toward Professionalization 


SHARP distinction masi be 

drawn at the outset between the 

term “profession” as it is used in com- 

mon parlance and the term ‘pzofes- 

sion” as it js used in the title cf the 
present article. 

Ordinarily, when “profession” is 
used, one thinks at once of the well- 
established, long recognized ' profes- 
sions of medicine, law, and the inis- 
try, and perhaps of a few of the newer 
_ ones such as engineering and erchitec- 
ture. Practitioners of a profession are 
thought of as members of the profes- 
sion and as constituting a distinct 
group, often with a fairly hizhty de- 
veloped organization, recogmized by 
law, with legally established provisions 
for entrance into memberskip, and 
even with specific provision fo% d2priv- 
ing members of the right to practice. 
Codes of ethics are often part of the 
- heritage of the profession. +. profes- 
sion in this sense is something aiready 
establishéd and recognized. 


DEFINITION oF “PROFESSICNALI- 
ZATION” 


“Profession” in the term “pzofes- 
sionalization” as used in th:s article 
is a contraction—in my opinion an 
extremely unfortunate contraction— 
that has crept into the literature on 
public personnel administra:ion and 
has tended to misdirect some 3f our 
thinking and I fear some of cir actual 
public personnel administration. The 
whole term for which it is a ccntrac- 
tian is, in the Federal service tor exam- 
ple, the professional, scientific. and 
technical service. 

The drafters of the national Ferson- 
nel Classification Act had"no intention 
shat the criteria as to what ccnstitutes 


` 
- 
A 


By Lewis MERIAM 


a profession in the ordinary sense of 
the term should enter into the picture 
at all. They were familiar with such 


. questions as: Is a statistician profes- 
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sional; is statistics a science or an art? 
They knew that in the highly diversi- 
fied Federal service were some workers 
engaged on tasks that were: almost if 
not quite unique. Such workers had 
no colleagues in a profession; they per- 
haps had no scientific brethren who 
were attempting to apply science in 
just the same way. In many in- 
stances the service had workers whose 
duties called for training in a number 
of different sciences, because at least 
an elementary knowledge of several 
different sciences—perhaps some nat- 
ural and some social—was required for 
the successful performance of the du- 
ties of their positions. To cut the 
knot, the drafters of the act used all 
three words—‘‘professional,” “scien- 
tific,” and “technical.” 

Study of individual positions of 
course revealed that scientific and 
technical duties covered a wide range 
of difficulty—for example, from those 
of the chief chemist in the Bureau of 
Chemistry to those of the lowest labo- 
ratory helper who performed the sim- 
plest, most elementary technical work 
under close supervision. The draft- 
ers of the Classification Act drew a 
line between the professional, - scien- 
tific, and technical service and the sub- 
professional service. Into the profes- 
sional, scientific, and technical service 
were to go those positiens the duties of 
which required that the employee on 
entrance should possess professional, 
scientific, or technical knowledge 
equivalent to that required for gradu- 
ation froma college, university, or pro- 
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fessional or technical school of- recog- 
nized standing.’ 

When we speak of the professionali- 
zation of a public service we mean, 
therefore, the establishment of classes 
of positions for entrance into which is 
demanded professional, scientific, or 
technical training equivalent to that 
required for graduation from a college, 
university, or professional or technical 
school of-recognized standing. Less 
precisely, it means reserving many pro- 
fessional, technical, and scientific posi- 
tions for persons specially trained to 
start in them by our higher educa- 
tional institutions. v 


EFFECTS oF THE INDUSTRIAL 


REVOLUTION e. 


The trend toward professionaliza- 
tion in the public service is not the 
work of the personnel administrators 
nor of the personnel classifiers. They 
are merely systematizers and rational- 
izers, making a regular channel for 
fundamental forces in our civilization. 

The growth of our own governments 
in the United States—national, state, 
and local—like the growth of govern- 


ments in all civilized states, is the re- - 


sult of the industrial revolution and 
modern technology. Practically every 
great invention has expanded the func- 
tions and activities of government. 
The steamboat—ever bigger and bet- 
ter steamboats—requires bigger and 
better harbors and aids to navigatio. 
The development of the airplane forces 
governments into activities strikingly 
similar to those into which they were 
driven by ships of the sea. The revo- 
lutionary automobile and motor truck 
would þe valueless without highways 
—miles and miles of them built by 
governments at tremendous expense. 
City skyscrapers would be impossible 
without high-pressure water supplies 
and without streets and transportation 
facilities capable of caring for a con- 


gested population. Every new line of 
invention further complicates the de- 
velopment of the Patent Office, and 
most of such lines further complicate 
the tariff and the work of the Customs 
Service. The development of private 
industry goes hand in hand with the 
development of government. Neither 
one can go forward without the other. 

Almost as soon as the United States 
felt the impact of the industrial revo- 
lution, came the development of higher 
education for the professional, scien- 
tific, and technical workers. -Colleges 
of agriculture and the mechanic arts 
were early fostered by the National 
Government through land grants. 
State universities and the privately 
endowed educational institutions in- 
troduced training in the natural’ 
sciences and developed professional © 
schools—law, medicine, education, 
dentistry, engineering, veterinary med- 
icine, and so on. . Later came the so- 
cial sciences—economics, sociology, 
psychology—followed by statistics, 
schools of commerce, schools of busi- 
ness administration, and schools of 
social work and social administration. 
Schools of home economics, of physical 
education, and of library administra- 


, tion are now well developed. 


The industrial revolution brought 
with it minute division of labor and a 
high degree of specialization. The 
Jack-of-all-trades gradually passed. 
Men and women to an increasing de- 
gree worked in one particular trade, 
calling, or profession, and purchased 
the products of others to meet their 
needs. Even the independent subsist- 
ence farmer tended to disappear from 
the picture, giving way to the agricul- 
turist who depended primarily on one 
or two crops raised for cash, and often 
purchased what might by diversifica- 
tion have been raised on his own farm. 

Government was not and could not 
be isolated from this. change. -In the 


60 


early days in New England, tazpzyers 
could work out their taxes on the 
roads, under the supervision cf a se- 
lectman or some other trustwcrthy 
citizen. Today the state has for high- 
wey work, location engineers, con- 
struction engineers, maintenance en- 
gineers, and, bridge engineers; and 
some of these engineers are so highly 
trained and specialized, even within 
the field of highway engineerir g, that 
they are scarcely interchar geable. 
Heavy outlays are made for road- 
building machinery that the feurding 
forefathers could never have imagined. 


Artirupr Towarp Hiauor 
EDUCATION 


The American people taken as a 
whole did not adopt as a princ pl2 the 
idea of using their trained men in the 
public service. They adoptəd the 
principle of providing for such train- 
ing in institutions of higher education, 
maintained at state expense, and they 
insisted that these higher educational 
institutions should give practical work 
which was vocationally usef.l; but 
they were skeptical of the product. 
To the inevitable gulf betweer youth 
and age.was added the gulf Letween 
the practical man trained in the school 
of experience and the academi or 
theoretical man who got his learning 
out of books. Often each felt himself 
vastly superior to the other. 

In the period of Andrew Jackson the 
people turned out of office thos2 whom 
they feared were developing into a 
ruling class. They adopted a philoso- 
pky that government work wes so 
simple that anyone could do it. It 
sometimes seems as if they clinz to the 
philosophy as a principle and “depart 
from it only in so far as is absolately 
necessary. For many years the school 
educated ‘man was regarded aS spe- 
cially privileged. 4 

One of the most significant tremds in 
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American life has been the growth and 
spread of education, particularly of 
higher education, much of which is vo- 
cational or professional. If one will 
today take the Congressional Direc- 
tory or the comparable publication of 
a state legislature, one will find that a 
large proportion of members have at 
least attended institutions of higher 
education and most of them are gradu- 
ates. Many parents who never went 
to college now have children there, 
and financial aid for meritorious stu- 
dents of limited financial resources Is 
increasingly available. The number 
of families in which the men and even 
the women have been university 
trained for at least two generations is 
rapidly increasing. 

Higher education is getting to be a 
commonplace; but it is, in its charac- 
teristic American way, generally voca- 
tional or professional in nature. I re- 
call one long conversation with the 
president of a midwestern state school 
of agriculture and mechanic arts in 
which he set forth very clearly the at- 
titude of the parents who constituted 
his clientèle. They believed in the 
value of education as training for mak- 
ing a living. They recognized that in 
their own particular sphere of interest 
the industrial and technological revo- 
lution had made technical and scien- 
tific training essential; they wanted 
their children to get it, and to get it in 
a’ reasonable length of time. They 
were dubious of the value of purely 
cultural courses. 

These changes, it seems to me, have 
materially altered the practical public 
personnel situation m this country. 
Although as a people we have not 
adopted as a principle the requirement 
that our public servants must be edu- 
cated and trained for their positions, 
our legislators are much more ready to 
listen to an argument that the duties 
and responsibilities of a particular po- 
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sition are such that technical, scien- 
tific, or professional training is desira- 
ble if not absolutely essential. The 
prejudice against the vocationally or 
professionally educated person has 
largely disappeared among our law- 
makers. Legislators who are them- 
selves university trained for a particu- 
lar calling are much more ready than 
the non-university man to see the need 
for special training for another field. 
In taking up with them the question 
of university training for a particular 
class of position, one finds not a closed 
mind but a demand to be shown the 
necessity for such training, concretely 
and specifically. The argument must 
not consist solely of academic gen- 
eralizations but must provide a clear 
statement of the duties involved, the 
kind of scientific, technical, or profes- 
sional traming required, and how 
closely it fits the job. 

Perhaps the most striking illustra- 
tion of our time of the value to a pub- 
lic servant of professional training is 
offered by the county agent in ag- 
ricultural communities. When that 
movement started, the leaders in it 
believed that the farmers would not 
stand for the young, well-trained up- 
start fresh from the agricultural col- 
lege. The first county agents were 
therefore predominantly older, dirt 
farmers trained in the school of prac- 
tical experience. Only a few college 
trained men were admitted, generally 
© with misgivings, and only when prac- 
tical men could not be obtained. It 
was discovered very promptly that 
the necessary gap between the prac- 
tically trained county agent and his 
clients was soon closed; and as a rule 
he did not haye the learning or the 
contacts to reopen it. The followers 
caught up with their leader, and the 
question was, Where do we go from 
here? The young university trained 
man knew how to adjust the gap. 


Soon both clients and government de- 
manded trained county agents who 
knew their jobs. Today most county 
agents are degree men in the agricul-' 
tural field, and no small number of 
them have several degrees. The po- 
sition of county agent was profes- 
sionalized because the job required 
training and trained men were availa- 
ble. If they had not been, our respon- 
sive educational system Would have 
supplied them. 


e Practicar Tests . 


In the operation of a competitive 
merit system, the examiners find it 
desirable, if not essential, to have their 
tests relate fairly specifically to the 
duties of the position, because neither 
the legislators nor the press have much 
sympathy with the academic or sci- 
entific tests that seem to them remote 
from the duties of the job. Army 
Alpha in its original form may be 
taboo for policemen, but when an ex- 
perienced examiner designs a test 
similar in character that will give the 
same result, based on material which 
is clearly within the police field, it is 
entirely acceptable. Even admitting 
the possibility that the legislators, the 


. press, and even the general public may 


be all wrong in their point of view, we 
make more progress by adapting our 
technique to that point of view and 
the educational system it has devel- 
oped than by waiting until we can 
change the point of view and the edu- 
cational system, if they need to be 
changed, which certainly is open to 
argument. 
Practically, the United States Civil 
Service Commission method of’ re- 
cruiting for scientific, technical, and 
professional positions works. The 
minimum qualifications for entrance 
into the competition reduce the num- 
ber of candidates to reasonable pro- 
portions, and those who are admitted 
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can be examined on specific concrete 
subjects in such a way that the merits 
of the candidates can be compared. 
This method fits into our American 
educational system with its righ de- 
gree of diversification of curriculum 
and its trend toward professionel and 
vocational training. At times the 
tests have unquestionably been over- 
specialized, but in recent years the 
Commissioh has moved toward more 
basic tests in the particular sciences, 
professions, or arts. 


* 2 
Criticisms ANSWERED 


I am familiar with the 2riticism 
that a mediocre statistician can get a 
job in the Federal service whereas the 
trilliant student of ancient Greex can- 
rot. Having had at times td run 
statistical projects for the United 
Etates Government and to be respon- 
sible for getting the jobs done or. time, 
I am afraid I should rather take my 
chances on the mediocre statistician 
than on the brilliant studert 3f an- 
cient Greek. I have a vivid rezollec- 
tion of a war-time, non-civil-service 
cirl who had a brilliant record ia Eng- 
lish literature and who ultimately con- 
fessed, after several months cf wasted 
effort all round, that she never could 
abide arithmetic and figurez. 
too, I question that “mediocre” statis- 
tician. The Government does not 
have to take mediocre men. Those 
that are appointed usually have fairly 
high academic records. 

I am also familiar with the argu- 
ment that scientific, professional, and 
sechnical men are not admiristrators. 
I could just as fairly assert ihat gen- 
erally trained academic mea ere not 
administrators. The truth s that in 
both groups, some have latent ca- 
pacity for administration and some do 
not. The man who has demonstrated 
exceptional mental capacity m the 
professional, scientific, or technical 


Then,” 


school is just as likely to be a good 
administrator as the man who has 
demonstrated exceptional] mental ca- 
pacity in the cultural, non-vocational 
subjects. The brilliant mind reveals 
itself in the field in which it works, 
and in our American educational sys- 
tem it works in the field in which its 
interest lies. Today in America the 
Government can frequently get men 
who have demonstrated marked men- 
tal capacity in general undergraduate 
classes and then marked capacity in 
their special field of graduate work. 
We can get the mental capacity that 
Macaulay sought, demonstrated in 
the particular field in which the em- 
ployee will concentrate. 

` Administrative capacity will per- 
haps usually be revealed after en- 
trance into the service, and then it can 
be fostered and developed. We can 
teach administrative principles and 
techniques, either pre-entry, post- 
entry, or both; but to find out whether 
or not the person has real administra- 
tive capacity, we must try him out on 
the job. If he has administrative ca- 
pacity, we should give him an experi- 
ence that will develop it; but that 
experience is more a matter of depart- 
mental personnel administration than 
a matter of entrance tests and recruit- 
ing. Only a small part of our public 
personnel administration can be cen- 
tralized in a general overhead person- 
fiel agency. The bulk of it must re- 
main in the operating agency that 
does the work, and it takes fifteen or 
twenty years in the service to develop 
an admanistrator. 


FEpERAL-STATE RELATIONSHIP 


In considering the trend toward pro- 
fessionalization in the national service, 
it must be borne in mind that, unlike 
England, the United States has a de- 
centralized federal government. In 
large, important fields in the United 

e 
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_ States, deciding on matters of policy 
and carrying out the policy after it has 
been decided upon are functions not 
of the Federal Government but of the 
several states. The National Gov- 
ernment is in the picture as a collector 
and disseminator of information, as a 
research and investigative agency, and 
as a promoter. Its relationship with 
the states in these fields is as a codper- 
ator, stimulator, and adviser, and not 
as an operator, a supervisor or con- 
troller, or a decider or dictator of 
policy. Such is generally its position 
even when the National Government 
makes heavy payments to the states 
through grants in aid. . 

Such duties on the part of the Fed- 
eral Government call more for scien- 
tific, professional, technical compe- 
tence than for managerial, operating 
ability. In the field of public health, 
the National Government very prop- 
erly has at the head a professional 
public health officer; in the field of 
education, an outstanding professional 
educator; and in the field of highway 
construction, a distinguished highway 
engineer. Considering the nature of 
the work of the Federal Government 
in these fields, it would be rather ab- 
surd to advocate replacing the subject- 
matter specialists of distinction with 
professional administrators without 
scientific, technical, professional dis- 
tinction. 

The influence of the Federal Gov- 
ernment on the state and local gov- 
ernments frequently comes from its 
technical, scientific competence. Its 
laboratory work and its fesearch 
achievements give it its influence and 
its leadership. Economy and eff- 
ciency in govegnment in the United 
States not infrequently have dictated 
the development of the scientific and 
technical research and fact-gathering 
in the National Government, whereas 
the decision of policy and the actual 
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operation and management remain 
vested in the states. 


IMPROVEMENT THROUGH 
PROFESSIONALIZATION 


In many organization units of the 
National Government the advance 
that has taken place has resulted from 
professionalization. Professionaliza- 
tion probably explains, in large meas- 
ure, why the prestige of tlie National 
Government is so much higher than 
that of so many of the state and local 
governitients. In this connection I 
might say parenthetically that I wish 
someone would supplement Leonard 
D. White’s excellent prestige studies 
by studies of the standing of gov- 
ernment scientific and professional 
workers among their professional and 
scientific peers. When it comes to 
attracting excellent men for the pro- 
fessional, scientific, and technical 
services, that, in my judgment, is the 
prestige that counts. 

Even in the fields of state and mu- 
nicipal administration, I believe that 
great advances can be made through 
professionalization. Many of our 
American writers on public adminis- 
tration during the past quarter of a 

. century have tended to concentrate on 
the central overhead control aspects 
of government, such as financial ad- 
ministration, central personnel con- 
trol, organization into departments, 
the strong executive, and the tech- 
niques of overhead management. 
The city manager has attracted great 
attention. All that has been very 
much to the good, but it has tended to 
concentrate our attention on the com- 
mander in chief and his staff, and has 
tended to make us lose sight of the line 
officers, the noncommissioned officers, 
and the buck privates. When we 
stop to count the number of positions 
and the opportunities to find work in 
the municipal public service, we find 
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that the great bulk of positions ere in 
tke line. In the municipal service the 
teachers, the police, the fireren, the 
street cleaners, the public wcrks en- 
gineers and workers, the garbaze men, 
and so on constitute the overwrelming 
bulk, and only a few are in tke over- 
head controlunits. In the state serv- 
ice, the highway department, the de- 
pertment of welfare or of inst.tutions 
ard agenciés, and in some stétes the 
department of public mstruction are 
generally the large ones. In some 
states health, labor, insurance, kank- 
ing, and public utilities regulation 
may be fairly large. 

All types of work in public service 


are tending to become more techni- 
cal, more specialized, more scientific. 
Machines of one type or another tend 
to replace mere bulk and brawn. 
Operation and maintenance of ma- 
chines generally call for more brains 
and for more special skills, and the di- 
rection of a mechanized department 
demands better organization and 
coöperation. Both directing officers 
and noncommissioned officers of op- 
erating services have to be technically 
trained and equipped. For these op- 
erating services, as distinguished from 
the central control agencies, the major 
avenue for improvement seems to me 
to be professionalization. 
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the University of Chicago. He has just published a 
book entitled “Pr blic Service and Special Training.” 


The Public Servant 


By Luruer C. STEWARD 


F A discussion of the American pub- 
lic employee is to be of genuine 
value, it is essential to develop a realis- 
tic point of view. Unfortunately, such 
an attitude, especially on the part of 
the public, has been largely conspicu- 
ous by its absence. The public em- 
ployee in the United States long has 
occupied a place which perhaps can be 
best described as being somewhere in 
the twilight zone of the public con- 
sciousness. The transition of the pub- 
lic employee from the status of a rou- 
tine clerical worker to an individual 
charged with large responsibilities in 
the execution of national, state, or local 
policy has not been followed either by 
a corresponding change in public view- 
point toward him, or by an adequate 
change in the conditions surrounding 
his employment. 

Expressive of this condition is the 
constant use of the term “government 
clerk.” While generalizations are al- 
ways dangerous, it seems fair to say 
that to all save a very few persons who 
have interested themselves in the sub- 
ject of public personnel, the Federal 
employee, for example, is a “govern- 
ment clerk.” He is a “government 
clerk” whether he is actually engaged 
in distinctively clerical work, or 
whether he is an administrator, a sci- 
entist, a customs official, or a captain 
of the watch. 

In the early days of this ,country, 
government clerks actually were gov- 
ernment clerks. That is, the public 
employee was essentially a clerical em- 
ployee. His ditties were almost wholly 
of a routine character. There was 
little room for initiative and, indeed, 
relatively little pressure for advance- 
ment. 
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Today, however, the nature of gov- 
ernment has changed. As a matter 
of fact, it has been changing for many 
years. Regardless of °“ what one’s 
opinion may be with respect to the in- 
creasing functions of government, that 
is a fatt accompli. The current situa- 
tion, it is reasonable to believe, calls 
for a ghanged public viewpoint with 
respect to the public employee, his 
background, his qualifications, the 
conditions under which he works, and 
his opportunities for self-betterment. 


HANDICAPS or PUBLIC EMPLOYEES 


Because public pressure for an im- 
proved public service has been so gen- 
erally lacking, the status of the public 
employee in this country is far from 
an enviable one. In most states and 
in most municipalities, the average 
public employee is chosen without re- 
gard to civil service qualifications. 
the Federal Government, the tendency 
toward this condition has increased 
scandalously in recent years. 

There is no desire here to emphasize, 
or overemphasize, the somber hue of 
the conditions surrounding the public 
employee in the United States. It 
should be pointed out that some prog- 
ress has been made. A beginning has 
been gained in the initiation of the 
merit system. Classification systems 
are in effect in certain quarters, al- 
though the Federal Government still 
confines the scope of the Classification 
Act of 1923 to the District of Colum- 
bia. Retirement plans have been es- 
tablished. 

But despite these positive gains, the 
public employee is far from secure in a 
professional status. Because of the 
strength of the spoilsmen and the in- 
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adequate bulwarking of the merit 3ys- 
tem, either by legislation or by the 
force of public opinion, he can never 
be certain of tenure. This is fru2 in 
municipalities, in states, and -n the 
Federal service. In instances 30 nu- 
mezous that a volume would be re- 
quired for a. simple listing, trained 
employees under an apparentlr safe- 
guarded civil service system have teen 
displaced to make room for patrorage 
appointees. Under such crem- 
stances, the difficulty of buildmg up 
a professional civil service perfonnel, 
such as exists in England, ard the 
maintenance of that esprit de corps 
which is so essential to the highast ac- 
complishment, should be readily ap- 
parent. 


STEADFASTNESS OF PUBLIC 
EMPLOYEES 


Indeed, when one considers the 
hardicaps under which he laxo0zs— 
handicaps of uncertain tenure, made- 
quete salary, and public indifference 
and even disdain—it is remarkable 


== that the American public emolcyee 


maintains his morale as well as h2 does, 
and that his average of performance Is 
as high as it is. 

It is truly amazing that so real:stic 
a p2ople as our own should be sc strik- 
ingly Peter Pan-ish in its attitude 
toward the public employee. Despite 
the fact that government now has as- 
sumed tremendously broad and far- 
reazhing functions which, of necessity, 
are executed by the personnel, the 
original primitive concept of th: pub- 
lic employee remains. 

In this connection one notes with 
especial interest and no little won Jer- 
ment that the Nation’s so-called busi- 
ness leaders—men who pride them- 
selves upon their practicality, upon 
their undiluted realism—appereatly 
have no concern in the status of the 
public employee save a single-track 
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desire to reduce his numbers. Efforts 
to improve the position of the public 
employee and thus raise standards of 
personnel administration and increase 
efficiency receive no support from the 
generality of business leaders. In 
fact, they customarily reveal strong 
hostility to such steps, on the specious 
ground that it is dangerous to “pam- 
per” public employees. 

In the face of public indifference and 
the oft-expressed hostility of individu- 
als and groups one would like to credit 
with rather more intelligence than 
they display in their discussions of 
personnel questions, the public em- 
ployee not only maintains his morale 
at a high level but in most cases as- 
sumes a very wholesome attitude 
toward the service as a whole. Long 
experience and association with public 
employees leads the writer to the un- 
qualified statement that by and large 
the public employee’s loyalty and de- 
votion to duty are beyond question. 
The example he receives in the flout- 
ing of fundamentally sound principles 
of personal administration is a con- 
stant temptation; yet it must be said 
that his patriotism, honor, and will to 
serve are constantly to the fore. 

» When one considers the accomplish- 
ments of the American public em- 
ployee under the severe handicaps to 
which he has been subjected, one can 
but regret that he is not permitted to 
develop his full potentialities by 
means of a service which is truly mod- 
ern and progressive. The American 
public employee’s will to serve must 
be matclied by opportunities for him 
to do so without political interference, 
without constant harassments due to 
uncertainty of tenure, and without a 
haunting fear of the future. It must 
be matched by a system under which 
his loyalty and efficiency will be recog- 
nized and rewarded, surely and sys- 
tematically, and by one which will at- 
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tract and hold talent which is the 
equal of any the country affords. 
This is becoming increasingly essential 
because the rôle of the employee in 
administration is becoming steadily 
more vital. 


RESPONSIBILITIES OF PUBLIC 
EMPLOYEES 


The “government clerk” of a cen- 
tury ago is as extinct as the dodo. 
True, he has a few lineal descendants 
in certain agencies, but even they bear 
little resemblance to their progenitor. 
Upon the public employee of today 
responsibilities rest which were utterly 
undreamed of a century ago—even a 
generation ago. Government today 
runs the whole gamut of human enter- 
prise. That means that the duties 
and responsibilities of public employ- 
ees likewise run the whole gamut of 
human enterprise. 

These responsibilities range all the 
way from organized fire fighting to the 
analysis of the vitamin content of 
foods; from the impounding of motor 
vehicles to the loaning of Federal funds 
to home owners. They include, 
among many other vital duties, the 
protection of our vast national forest 


33 


preserves; the collection and dissemi- | 


nation of a wide variety of information 
of great value to educators; the care of 
hundreds of thousands of veterans; 
the protection of human lives and 
property at sea; and the inspection of 
foodstuffs for the protection of millions 
of consumers. These are but a few of 
the functions of the present-day public 
employee, but even this hasty sum- 
mary serves to indicate the extreme 
catholicity of his responsibilities. 


IMPROVEMENT THROUGH EMPLOY- 
EES’ EFFORTS 


The public employee himself has 
made a laudable effort to modernize 
the machinery of recruitment and ad- 


ministration to meet the tremendously 
increased demands of the government 
and the public. Economists tell us 
that the most serious defect in our na- 
tional economy lies in our failure to 
keep the general efficiency of our dis- 
tributive processes on a level with the 
efficiency and capacity of our produc- 
tive units. In the same manner, while 
we have increased our demands upon 
the public service—and thus inevita- 
bly upon the public employee—we 
have failed to modernize and systema- 
tize the very elements upon which we 
have been throwing an ever increasing 
burden of responsibility. 

This fact the thoughtful public 
employee sees very clearly, and he 
has endeavored to do something 
about it, tangibly and constructively. 
Through organized effort, a relatively 
small number of public employees 
have carried on a continuing campaign 
to raise the entire level of public per- 
sonnel administration in this country. 
In some respects, of course, there is a 
selfish motivation for this activity. 


But beyond that, the ends sought are <— 


sound and worth while not only for the 
employee but for the government and 
for those whose taxes pay for its sup- 
port and who are entitled to a full 
measure of service for each tax dollar 
expended. 

It is noteworthy that virtually all 
improvements brought about in work- 
ing conditions in the public service 
have been accomplished by employee 
groups. The service has been im- 
proved by pressure from within, rather 
than by pressure from without. In- 
deed, as before stated, the outside 
pressure oftentimes has been in direct 
opposition to the initiation of vitally 
needed changes in methods. ° 


ATTITUDE TOWARD PUBLIC SERVICE 


It is inevitable that because of the 
anomalous position so long occupied 
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by the public service, many public 
employees have regarded, and still 
regard, the service simply as a step- 
pixg-stone to more lucrative Drivate 
employment. In times of economic 
stress the public service is besieged by 
job seekers; in times of prosperkty it is 
deserted by thousands who nct only 
are attracted by better pay bat who 
have become discouraged by bnd- 
alley positions which even “ai. to 
give assurance of permanency. This 
wasteful and costly ebb and dow is 
noz confined to any group of posit ons, 
but is to be observed throughcut the 
public service, municipal, state, and 
Federal. 

The employee who does so is not to 
be blamed for regarding the public 


. service as a mere interval in his ca-zeer. 


Rather, the blame must rest upon 
those whose indifference or hostility 
has hindered the upbuilding of a pro- 
fessional civil service which will be 
sufficiently attractive to be viewed as 
a career in itself. The average public 
employee is willing to make som sacri- 
fice of earning capacity, but he rightly 
demands a compensating returr ir the 
form of security of tenure, regular pro- 
motions in salary and grade, if eared, 
and a fair, actuarially sound retire- 
ment system. 


Pus.ic Interest Requires JUSTICE 
TO Pustic EMPLOYEES 
It is to the public interest te estab- 
lish and protect such a setup because 


only through it can the taxpayer be 
assured of consistently efficient and 
nonpartisan service. 

In the final analysis, then, it would 
seem that we must achieve a more 
widespread recognition of the fact that 
the aims of the public employee in 
seeking improved working conditions 
and sounder personnel administration 
are identical with the public demand 
for better service from the government. 

The Federal employee who wants 
the merit system enforced, classifica- 
tion extended to the field service, a 
central personnel agency, and a civil 
service court of appeals, should have 
the support of the business man who 
wants more value for his tax dollar. 
And the same principle holds true in 
every branch of government in the 
United States. 

The fact that the American public 
employee so often is regarded either as 
a lack-luster “clerk” or a “tax eater,” 
or as a weakling who has sought a 
“government job” because of the pres- 
sure of competition in private enter- 
prise or because he has failed in the 
outside world, is dangerous and un- 
wholesome for all concerned. It is 
rankly unfair and unjust to the public 
employee who desires to make a pro- 
fessional career of the service; and it 
is precisely that attitude which has 
proved the largest and most stubborn 
stumbling block in the way of progress 
in the whole broad field of public per- 
sonnel administration. 
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Professionalizing the State Service 


By Cuarwes P. MESSICK 


XCEPT in a relatively few of the 

highly industrialized and popu- 
lous states, state government has kept 
pretty close to the Jeffersonian pat- 
tern. It has tended to remain a 
loosely organized congeries of depart- 
ments, boards, commissions, and 
agencies exercising general regulatory 
powers only, and not concerned pri- 
marily with rendering service. In 
some states, where urban influence is 
strong, the state government has de- 
parted from the traditional pattern; 
it has assumed definite and affirma- 
tive authority in the supervision of 
banking and financial institutions, 
public utilities, labor, and manufac- 
turing, for instance, and it has greatly 
enlarged its program in respect to 
health, welfare, highways, education, 
and agriculture. 

The trend toward centralization in 
government and the extension of gov- 
ernmental undertakings has touched 
state governments, of course, but the 
people have looked to municipal gov- 
ernment rather than to the state for 
the essential services and protection 
which modern living requires. 
problems as relief, the necessity for 
integrated highway systems, and gov- 
ernmental costs have directed atten- 
tion away from the “home rule” prin- 
ciple as represented in the hundreds 
and thousands of little governments, 
and toward larger governing units and 
the financial and taxing strength which 
only such units can provide. It is not 
far of the mark to say that out of the 
happenings of the past six years we 
have rediscovered state government. 


EXTENSION oF STATE ACTIVITIES 


It is no part of our problem to con- 
sider here what the state government 
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of the future is to be, or what func- 
tions and responsibilities either local 
governments or the National Govern- 
ment may appropriate from or lose to 
the state. But it may be set down as 
a fact, it would seem, that state gov- 
ernment is definitely headed toward 
enlargement and extension, and that 
the states will continue to grow in im- 
portanee as a governing unit. 

The extension of state activities 
means additions to the working forces 
of the state. The discharge of new 
responsibilities and duties requires a 
better organized, better supervised, 
better trained, and more competent 
personnel. If this extension of under- 
takings on the part of the state gov- 
ernment materializes, the state serv- 
ice, like the national and the local gov- 
ernment services, must be more highly 
specialized, it must be made attrac- 
tive both from the standpoint of sta- 
bility and from that of compensation, 
it must offer opportunities for satisfy- 
ing careers, it must be given confi- 
dence and respect. In short, it must 
be looked upon as an honorable and 
a desirable profession. 

Now, what is the size of this prob- 
lem of state personnel, what are the 
existing attitudes toward and condi- 
tions of the state civil service, and 
what are the logical and desirable 
steps to be taken in professionaliz- 
ing it? 

Parenthetically, it should be made 
clear, of course, that “professionaliz- 
ing” the public service does not mean 
that none but those who belong to 
recognized professions shall do *the 
work of government, but rather that 
the public service shall be looked upon 
by the government worker himself as 
his profession, his business in life, his 
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career; and ‘that in his outicok, his 
attitude, and his work he shall be gov- 
erned by the ethics, the indus-ry, the 
continuing efforts toward seff-im- 
provement, and the sense of responsi- 
bility and service that are expectad to 
gavern in our best establish2d and 
highest professions. As a corzeletive, 
citizens, the political group in office or 
out, educators and educational _nsti- 
tutions, and the professions must be 
led to look at the public service as they 
look at the professions and amy hon- 
orable service. They must develop a 
clearer understanding of the vital 
necessity for good public service as 
a matter of safety, and understand 
that in these modern days government 
offices cannot be used as safe retreats, 
as pawns, or for incidental or stop-gap 
employment. 


Count oF GOVERNMENT 
PERSONNEL 


There is no complete invertory of 
state officers and employees, just as 
there is no full and accurate count of 
tke numbers employed in local govern- 
ment service. The Committee of In- 
quiry on Public Service Persomnel has 
made the most accurate count of pub- 


lic officers and employees yet under- | 


taken, but it was obliged to rely in 
very considerable measure upon esti- 
mates in arriving at its final tig tres. 
I am inclined to think that the num- 
bers were underestimated rather than 
overestimated at the time, and in any 
event, the numbers of puklic em- 
ployees have definitely increased since 
the count was made. 

The Committee reported that nthe 
fiscal year 1932 there were 3278,500 
public officers and employes .n all 
o1 governments, there being 175,418 
separate governments; that the states’ 
working forces amounted to 2&2,000 


1 Better Government Personnel, Appendix, 
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with an annual pay roll of $338,- 
689,000; that municipalities employed 
591,500 at an annual pay-roll cost of 
$895,539,000; and that county, town- 
ship, and district governments had in 
their employ 312,000 workers at a 
yearly pay-roll cost of $450,837,000. 
These numbers and pay-roll costs 
were exclusive of the estimated 
1,189,000 persons engaged in public 
education in 1932 at an annual total 
compensation of $1,664,732,0002 

While these figures show the per- 
sonnel of the states as less than that 
of any of the other levels of govern- 
ment in this classification (7.7 per 
cent of the total), with pay-roll out- 
lays representing only 7.5 per cent of 
the total,’ it does not follow that state 
personnel is relatively unimportant, 
or that the problems involved in its 
improvement and professionalization 
offer no complications or difficulties. 
Next to the difficulties of county, 
township, and district government 
personnel, the effective management 
and improvement of the states’ per- 
sonnel are probably the most difficult. 
This personnel is scattered over three 
million square miles of territory, in 
forty-eight separate governments, and 
organized or disorganized into thou- 
sands of bureaus, divisions, and 
departments with nothing that ap- 
proaches uniform or adequate stand- 
ards of selection, tenure, organization, 
supervision, promotion, or disciplin- 
ary action. There are no generally 
accepted standards or practices with 
respect to attendance, industry, effi- 
ciency, or compensation as between 
departments and agencies within 
the same state, in most instances, and 
no serious thought of any such stand- 
ards or practices as common among 
even a substantial number of the 
states. 


? Ibid., p. 189. 
€? Ibid. 


PROFESSIONALIZING THE STATE SERVICE 


PERSONNEL AGENCIES 


Only nine states have functioning, 
central personnel agencies of any 
kind. We commonly designate them 
as “civil service commissions.” In 
these states there are wide differences 
in the statutes governing public em- 
ployment and in the policies and prac- 
tices thereunder, and almost equally 
wide differences as to the proper and 
essential functions of the personnel 
agency and the right conception of its 
place and purposes in the govern- 
mental scheme. These differences 
are quite as common among those 
specifically charged with the respon- 
sibility of administering these agen- 
cies as among the general public. Ex- 
isting state statutes vary widely m 
their provisions and content, but as a 
rule they effectively strait-jacket the 
administrators. They generally re- 
quire specific and inelastic procedure 
which frequently prevents, the best 
disposition and management of per- 
sonnel. Except in a very few in- 
stances, the numbers of non-policy- 
determining state employees ex- 
empted from the application of such 
statutes are almost equal to the num- 
bers to which they apply. 

In the public mind, the personnel 
agency is primarily a testing agency 
and a grievance committee. Too 
often, these limitations are accepted 
by the agency itself as comprehending 
its complete and proper functions. 
In three or four instances, but to a 
varying and uneven extent, the state 
personnel agency under statutory 
authority, m practice and conception 
and in its approach to its obligations 
and duties, uxdertakes all or nearly 
all the functions involved in adequate 
public personnel arrangement. 

Employment practices in the other 


“Our Government—For Spoils or Service?, 
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thirty-nine states range all the way 
from personal and political selection, 
with some regard to capacity to per- 
form the duties of the job involved 
and for honest service in some states 
where there are infrequent political 
turnovers and citizen demand for fair 
standards of government to frank and 
vigorous application of the spoils prin- 
ciple in-its most sordid implications. 


DIFFICULTIES OF 
PROFESSION ALIZATION 


The foregoing does present a dis- 
couraging picture, but it is not over- 
drawn. It shows that accepted and 
approved personnel practices in state 
governments are widely neglected. 
It indicates, certainly, that to set up 
the civil service of the states in such a 
way as to provide career opportunities, 
and to bring professional people into 
those parts of the service where they 
are needed, and the professional spirit 
into the state service generally, will 
not be easy. In a great majority of 
the states, a very great deal of 
preliminary work must be done. 
However convincingly the needs for 
extensive improvements in state per- 
sonnel practice may be presented, it 
will not be an easy task to get accept- 
ance and action. Such far-reaching 
changes in the attitude of the people 
and in the practice of those in au- 
thority will not come about quickly. 
Those who enlist in this movement to 
bring professional standards and in- 
terest and effort into the state service 
must be prepared for a long and per- 
sistent effort and many delays and 
discouragements. 

Notwithstanding the backwardness 
with which the states have approached 
their personnel problems, the task of 
professionalizing, and bringing the 
professional spirit into, the civil serv- 
ice of the states is not impossible. It 
must and will be done eventually. I 
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agree with those who say that certain 
basic conditions must be met in any 
jurisdiction before assured progress in 
the personnel field can be trought 
about, but this 1s not in any case the 
whole story. There are so many in- 
tangibles, so many situations and con- 
ditions, influences and prejudices that 
must be met that the plan, however 
logical and complete, will not of :tself 
assure the desired end results. ‘These 
developments will not come by a lime 
program nor completely within any 
formula or set of formule that nay be 
set up. There must be a sensible 
blending of what ought to be dcne and 
wkat can be done at all times and in 
every situation. The important thing 
is that we build soundly and thal we 
go in the right direction, rather zhan 
that we shall run a rigid course. 

The differences of opinion and ap- 
proach in these matters frecuently 
represent the old conflict between 
theory and practice. Theory and 
practice ought to be twins. Family 
differences are probably ine~itable, 
indeed they ought to be who-esome; 
but these differences should k= com- 
posed within the family to the advan- 
tage‘of the several members anc tc the 
advancement of the cause. Too ten, 
they.are inclined to stand apart with 
an- attitude of high-brow ani low- 
brow contempt. 

I like the emphasis that is being 
placed upon these matters of a céreer 
service, of professionalizing tke rivil 
service, of a realignment in our think- 
ing and practice with respect to our 
personnel problems in goveramment. 
I have noted, naturally, an unfriendly 
reaction on the part of many pecple 
in the service, who have represented 
its “highest ideals and who have 
contributed much in main-aining 
it at reasonably high levels here and 
there, to this notion that rotaing 
has been done before that is warth 
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while and that we must start from the 
ground up in practically every public 
jurisdiction to provide career oppor- 
tunities and to build career services. 


Proaress ALREADY MADE 


It is a fact that in a number of our 
states, just as in many of our large 
municipalities and in the Federal 
Government, there are a respectable 
number of career positions now filled 
by outstanding, highly qualified men 
and women who give tone and direc- 
tion and professional status to a con- 
siderable part of the public service. 
There are also in all jurisdictions ex- 
amples of the practice of professional 
ethics and of the professional attitude 
in the more routine services where the 
work performed is not included in the 
learned professions and where the 
workers cannot be said to belong, now 
nor in prospect, to any of the profes- 
sional groups. 

The point I am trying to make is 
that in a number of jurisdictions—too 
few, to be sure—there has been over a 
relatively long period a conscious 
effort to build up career jobs, and 
these jobs are filled with career people 
who are raising the standard: of the 
public service in many places. We 
ought to be sure to take these facts 
into consideration in our plans for 
further development. 

As a single example, I cite a study 
in New Jersey. In 44 top positions in 
our state government involving de- 
partment heads and administrative 
and executive officers, 28 persons held 
positions in the classified service. 
They were appointed as the result of 
civil service procedure or by reason of 
merit. Six others of the 44 were pro- 
fessional appointments not based 
upon party affiliations; only 7 could 
be fairly classed as political appoint- 
ments. Twenty-five of the number 
had college or university training; 21 
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held college or university degrees; 
12 had taken advanced college studies 
and had advanced degrees, and 3 had 
received one or more honorary degrees 
for outstanding service. The average 
age of the group was 53. The average 
rate of compensation .was just under 
$7,500 perannum. The average term 
of office in their present positions was 
10 years, and the average length of 
state service was 20 years. The study 
could have very well included twice 
this number with comparable results. 
This is a very respectable start toward 
professionalization and careers in one 
jurisdiction. Comparable progress in 
the same direction can be found, no 
doubt, in a number of other states. 

But this slow and uncertain devel- 
opment is not enough. The move- 
ment must travel faster. So the prob- 
lem must be attacked in an affirmative 
way and along a wide front. 


Tur PRoFESSIONALIZATION 
PROCESS 


There are two main divisions, it 
would seem, in this professionalization 
process. They may not be of equal 
importance, but both are a part of any 
satisfying whole, and they need to be 
considered together. There must be 


first the authority and the machinery’ 


for recruiting qualified and competent 
people for state employment. There 
must be opportunity for advance- 
ment, reasonable compensation in re- 
turn for competent service, tenure, 
and provision for retirement. In 
short, there must be adequate and en- 
lightened personnel - mamagement 
through a central agency covering the 
whole working force of the govern- 
ment from the humblest position, up 
the ladder, close to the very top. 

The second main consideration is 
that of further training, not only for 
specialization but also for a broaden- 
ing education, after the employee has 
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entered the service. This training 
and broadening process after entrance 
must be made a conscious part of the 
personnel management in the govern- 
ment. 

So much has been said and written 
about the first of these proposals that 
we may well pass over a detailed re- 
statement here. Less -has been said, 
however, about in-service training, its 
practicability, and the part of the ad- 
ministration and the worker in such 
an undertaking with respect to state 
personnel. 


Tur TRAINING PROGRAM 


In a number of states and for parts 
of the service, training programs have 
been carried on for many years. 
Many state institutions have training 
schools for nurses, some for institu- 
tional attendants, a number for state 
and local police departments; two or 
three states have had training schools 
for prison and reformatory officers, 
and short courses of intensive training 
have been provided for other random 
groups. But nowhere in state gov- 
ernment has the training of civil serv- 
ants for their specialized fields and the 
encouragement of educational growth 
among those who are pointing toward 
administrative positions been under- 
taken on a comprehensive scale and 
made a part of a permanent personnel 
policy. 

In most of the states the working 
forces are too few and too widely scat- 
tered to make it possible to assemble 
training groups in many parts of the 
service. The remedy is not to aban- 
don the idea of training programs, but 
to encourage further study and spe- 
cialized training in connection with 
colleges and universities, study *cen- 
ters, and adult educational opportu- 
nities available to employees wherever 
they may be located. The encourage- 
ment of such training should be as 
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much a part of the duties of the per- 
‘sonnel agency as are the recruiting 
and the handling of employees in the 
service. Credits for promotion and 
compensation increments in encour- 
agement of such training are entirely 
proper and have a place in the train- 
ing program. 

In the capitals and in urban cen- 
ters, such as New York City, Chicago, 
Philadelphia, Baltimore, San Fran- 
cisco, and Los Angeles, where substan- 
tial parts of the state work are done, it 
is entirely practicable to develop 
training centers, preferably in connec- 
tion with established educational in- 
stitutions, which will insure classes of 
adequate size in particular or related 
fields. Courses of instruction, valu- 
able to the service as well as to the 
individuals, can readily be developed 
in the various engineering fields, in 
social welfare, in the regulation and 
examination of banks, building and 
loan associations, and other financial 
institutions, in aliditing and account- 
ing, and in some of the inspection 
services. In such programs, general 
courses in government and adminis- 
tration should not be overlooked. 


ÅTTITUDE oF PUBLIC EMPLOYEES 


After all, this growth within the 
service, the success of any profession- 
alizing and training program, and, in- 
deed, the level and quality of the serv- 
ice maintained, will depend upon the 
personnel itself. Establishment of 
the authority and the machinery for 
recruiting and handling the personnel 
will create the conditions for success. 
Citizen demand for good administra- 
tive work and practice, and a willing- 
ness to give confidence and respect to 
the civil servant will furnish a favor- 
able atmosphere. But the acceptance 
of a “professionalized” public service 
and the bringing of it into being will 
rest with the rank and file of civil serv- 


ants and especially with their adminis- 
trative leaders. If this is true, it but 
emphasizes the basic importance of 
the personnel agency, the resourceful- 
ness it must possess, and the leader- 
ship it must exercise. 

There is encouraging evidence that 
public employees are awake to this 
situation and are ready to follow good 
leadership in raising their own stand- 
ards of competency, in improving the 
quality of their service and their pres- 
tige. This eagerness for improve- 
ment in themselves is indicated by the 
numbers of employees attending eve- 
ning high schools, junior colleges, and 
regular or special university courses 
on their own initiative and at their 
own expense. It is indicated also by 
the numbers who attend various short 
courses and summer schools, such as 
the New Jersey Library School and 
other study activities designed especi- 
ally for public employees. A good 
example of this wide interest may be 
found in the work done at the Univer- 
sity of Southern California. A fur- 
ther indication of this desire for im- 
provement is seen in the widespread 
movement for the establishment of 
minimum standards for social work- 
ers and their certification in pursuance 
of the example set in professional 
fields and in emerging .professions. 


SUMMARY 


-In considering the prospects and the 
desirability of professionalizing the 
civil service of the states, the following 
summary seems logical: 

1. Professionalizing the state serv- 
ice does not mean that the states’ 
personnel shall be limited to those be- 
longing to recognized professions, but 
rather that professionaf work shall be 
done by those trained in the profes- 
sions, that public service shall be 
looked upon by the government 
worker as his profession, his business 
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in life, his career, and that in this atti- 
tude and work he shall be governed by 
the ethics and industry, the desire for 
self-improvement, and the sense of re- 
sponsibility that are expected to pre- 
vail in professional life. 

2. The trend in state government is 
toward extension and enlargement, 
and in consequence the personnel 
problems will grow in size and impor- 
tance. Personnel management offers 
unusual difficulties in the states of 
great area and small population, but 
neither management nor training is 
impossible in such areas. 

3. It is a mistake to proceed on the 
assumption that there have been no 
professional standards and no careers 
in state governments heretofore. We 
should build upon what we have 
rather than upon the theory that we 
are erecting a structure entirely new. 

4. As a condition to the profession- 
alization of the state service, there 
must be established a central person- 
nel agency with the authority and the 
machinery for recruiting competent 
people; and an adequate personnel 
system embracing career opportuni- 


ties, reasonable compensation, tenure, 
and retirement. l 

5. Training for specialization as 
well as for administrative work must 
be undertaken as a part of an accepted 
permanent personnel policy. Train- 
ing programs should be adjusted to 
the conditions as they exist, and in co- 
operation with educational institu- 
tions already established. 

6. Professionalizing the service and 
increasing its effectiveness will be a 
growth from within the service itself, 
and nét the result of pressure from 
without. There are evidences in 
every part of the country of this desire 
and determination on the part of pub- 
lic employees for improvement in their 
own fields and professions. Encour- 
agement, leadership, and recognition 
only are needed. 

7. Finally, the professionalization 
of the states’ personnel on the basis of 
the definition above given is desirable 
and practicable; it will be accom- 
plished eventually, and that responsi- 
bility of leadership must rest always 
in a forward-looking and resourceful 
personnel agency. 


Charles P. Messick, LL.D., D.B.A., is chief exam- 
merand secretary of the New Jersey State Civil Serv- 
ice Commission, Trenton, with which he has been 
connected since 1910. He has also served a number 
of civil service commissions in the United States and 
Canada in a consulting capacity. He is vice-presi- 
dent of the Trenton Board of Education, member of 
the Board of Trustees of the Vineland Training 
School, and chairman of the State Planning Board. 
For five years he was head of the Department of 
History in the Trenton High School, and in 1916~ 
1917 he was supervisor of the Trenton Evening 


Schools. 


Serving the City 


By Orin F. Nourine 


HERE are nine times as many 

municipal employees in the 
United States as there are men in 
the Regular Army. Approximately 
600,000 persons, representing almost 
every profession, specialization, and 
skill, are carrying on the work of gov- 
ernment, exclusive of education, in 
the 3,165 municipalities of over 2,500 
population. If employees of munic- 
ipal school systems are included, 
another 500,000 must be added, giv- 
ing a total of well over one million 
municipal employees, or approxi- 
mately one third of the total public 
service personnel of the Nation. In 
cities over 500,000 population there 
are 11.7 city employees (except 
schools) for each 1,000 population, as 
compared to 6.1 employees in cities 
of 10,000 to 30,000. 

The total number of employees is 
important from the point of view of 
this article only as it reflects the scope 
of municipal functions. As municipal 
functions increase, the number of ap- 
pointed employees increases more 
rapidly than the number of political 
or elected officials. In fact there is 
a tendency for the latter number to 
decrease with the adoption of modern 
city charters. How well the rank and 
file of the municipal service do their 
work depends in part not only upon 
their qualifications and how they are 
selected, but also on the extent to 
which a permanent administrative 
service is provided, and the extent of 
professionalization of the service. 

1 Fégures are based on data in Better Govern- 
ment Personnel (Report of the Commission of 
Inquiry on Public Service Personnel, 1935), pp- 
141-2, and The Municipal Year Book, 1936 


(International City Managers’ Association, 
1936), pp. 191-3. 


PRESENT ORGANIZATIONS 


Professionalization is not new in the 
municipal service. Eleven groups of 
officials have maintained national pro- 
fessional organizations for thirty years 
or more. But professional character- 
istics have not been evenly developed 
for all the groups. The professional 
status of certain groups—particularly 
the school superintendents—in terms 
of training. opportunities, standards 
for entrance, promotion, and tenure 
stands out considerably above that 
of other groups. Also in the case of 
school superintendents, and of. libra- 
rians as well, professional requirements 
which must be met in order to obtain 
a license or to secure a promotion 
have been embodied in state laws. 
Other organizations make certain pro- 
fessional attainments a requisite to 
membership. 

The purpose of these organizations ? 
is to aid in improving organization 

* The organizations referred to and the year 
in which they were established are: Depart- 


* ment of Superintendence, National Education 


Association, 1870; American Publie Health As- 
sociation, 1872; International Association of 
Fire Chiefs, 1878; American Library Associa- 
tion, 1876; American Water Works Association, 
1881; International Association of Chiefs of Po- 
lice, 1893; American Society of Municipal En- 
gineers, 1894; American Institute of Park Exec- 
utives, 1898; Civil Service Assembly of the 
United States and Canada, 1906; Municipal 
Finance Officers’ Association, 1906; National 
Recreation Association, 1906; International City 
Managers’ Association, 1914; Governmental 
Group, National Association of Purchasing 
Agents, 1915; International Association of Pub- 
lic Works Officials, 1920; American Public Wel- 
fare Association, 1930; National Association of 
Housing Officials, 1933; American Society of 
Planning Officials, 1934; National Association of 
Assessing Officers, 1934; and Institute of Mu- 
nicipal Law Officers, 1934. 
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and the techniques and methods of 
administering local public services. 
It is a recognition that the responsi- 
bility for this improvement rests pri- 
marily upon public officials them- 
selves. These organizations promote 
administrative uniformity by formu- 
lating and attempting to secure the 
wide acceptance of standards for ad- 
ministrative practices. 

Among other things, the traits 
which characterize a professional 
group of public officials are: (1) an 
organized body of knowledge which 
is made available to its members; (2) 
the establishment of standards of 
competence for entrance and promo- 
tion in the service, and persistent 
effort to secure the general acceptance 
of these standards; (3) responsibility 
for the development of training op- 
portunities for present and prospec- 
tive members of the profession; (4) 
a well-developed sense of the dignity 
and worth of public service, and a 
deep feeling of obligation to serve the 
public honestly and well; (5) a code 
of ethical conduct, the violation of 
which by any member will serve to 
bar him from the profession; and (6) 
an organization established for the 
promotion of these objectives. In 


the following paragraphs each of these ° 


characteristics is brought forward for 
brief review. 


An OrcGanizep Bopy or KNOWLEDGE 


One of the important attributes of 
a profession is an organized body of 
knowledge held as a common posses- 
sion and extended by united effort. 
Some groups of municipal officials 
possess a larger common knowledge 
of their work than do others. It is 
made available through published 
conference proceedings, yearbooks, 


? Lyman §. Moore, “Professionalization of the 
Municipal Service,” Public Management, XVIII 
(March, 1936), 67. 


special reports, and regularly issued 
news letters. Eight groups have their 
own printed journals, Nine groups 
are represented on the governing 
board of Public Administration Serv- 
ice, which publishes reports on admin- 
istrative practice in different fields. 
Without these aids it would have been 
difficult to develop a professional 
point of view in any group. 

The work of many organizations is 
done largely through committees. 
The health officers, for example, have 
a committee on administrative prac- 
tice which has many subcommittees 
dealing with various aspects of health 
work. In recent years there has been 
a trend toward the use of joint com- 
mittees on which various groups are 
represented, such as the National 
Committee on Municipal Accounting 
and the National Committee on 
Municipal Reporting. Reports is- 
sued by such committees are dissemi- 
nated among the members of each of 
the several groups represented. 

An important instrument for the 
spread of administrative techniques 
is the annual conference held by each 
group. Finally, systematic presenta- 
tion of the best practices in several 
fields is being provided in the exten- 
sion courses now being made available 
by the Institute for Training in Munic- 
ipal Administration conducted by 
the International City Managers’ 
Association. 


STANDARDS OF ADMISSION TO THE 
PROFESSION 


The school superintendents, who 
have attained the highest degree of 
professionalization of any group of 
municipal officials, have the highest 
standard of admission. The edtica- 
tional requirements for appointment 
as superintendent are established by 
law in thirty-two states, which require 
some special type of certificate in 
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educational administration. Stand- 
ards have been established and 
promoted by a state professional or- 
ganization in some instances, and 
additional requirements are often im- 
posed by local boards of education. 
Librarians are also distinguished 
for the progress made toward securing 
compulsory certification. Six states 
now require state boards of certifica- 
tion for chief librarians, and in six other 
states voluntary certification lans 
administered by state associations of 
librarians are in operation. Many 
libraries do not have definite certifica- 
tion but subscribe to certain educa- 
tional and experience requiremerts in 
making appointments. Emphasis is 
generally placed on professional edu- 
cation attained in a library school, 
which presupposes in most cases col- 
lege graduation or at least three years 
of college in addition to one year in 
library schocl. In addition, several 
years of administrative hbrary experi- 
ence is required in most cities over 
50,000 population. In very few cases 
is local residence required of candi- 
dates for the post of chief librarman. 
Most other groups have no formal 
standards of admission to the profes- 


sion. A few require a certain amount , 


of experience or education for full 
membership in their organizations. 
For example, city managers require 
at least three years of experience as 
city manager, except that graduation 
from a college or university of recog- 
nized standing or five years In a re- 
sponsible administrative position are 
considered as equivalent to one year 
of active service. Admission to mem- 
bership is also contingent upon pro- 
fessional conduct and conformation to 
the’ code of ethics. 

An important point with respect to 
city managers and other groups in 
contrast to superintendents of schools 
and librarians is that the standards 


they have set up are not yet generally 
recognized by the appointing author- 
ity. Such groups cannot be said to 
meet this requirement of a profession. 
In this respect the professional groups 
here lag far behind similar groups in 


England, where only those who have . 


passed the membership examination 
given by the associations are eligible 
candidates for certain public positions. 


PROVISION FOR PRE-ENTRY AND 
In-service TRAINING 


A third element in the professional- 
ization of the municipal service is a 
recognition by the group of the re- 
sponsibility for the development of 
training opportunities for present and 
prospective members of the profes- 
sion. ‘There should be a recognized 
means of preparation, a desirable 
minimum of training prescribed, and 
provision made for inducting qualified 
young people into the service as in- 
ternes and apprentices. 

The city managers have shown a 
long and continued interest in devel- 
oping courses of training for: public 
administration. Over one third of 
the managers hold college or univer- 
sity degrees, while another third 
have attended college. However, 
comparatively few managers are 
graduates of courses in public admin- 
istration. The educational system 
has not yet discovered how to train 
administrators. There is no agree- 
ment as to what constitutes a proper 
or minimum course of training for 
city management. 

Nearly three fourths of the city 
managers have had public experience, 
usually tn administrative positions, 
prior to becoming city manager. In 
1933 more than one third of all man- 
agers were from outside the commu- 
nity. It is significant that nearly 
three fourths of the 101 cities and 
counties in which the manager plan 
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has been made effective in the last six 
years have appointed out-of-town 
men as their first managers. 

Considerable impetus has been 
given in-service training by several 
groups of officials and by state munic- 
ipal leagues. The city managers con- 
duct the Institute for Traming in 
Municipal Administration, which of- 
fers a series of extension courses. 
Seven in every eight ‘who enrolled in 
the first three courses up to 1936 were 
in public administrative positions, in- 
cluding fifteen city ‘managers. The 
National Recreation Association con- 
ducts a school for pre-entry and in- 
service training, and fifty-five cities 
have training institutes for rec- 
reation workers. Considerable in- 
service training has taken place among 
the employees below department 
heads. Each year thousands of fire- 
men and policemen attend short 
training courses sponsored by state 
municipal leagues, state boards of 
vocational guidance, or colleges and 
universities. There are also short 
courses for sanitary inspectors, en- 
gineers, and similar groups. It is 
clear that professional groups are 
putting a great deal of emphasis on 
the training phase of their professional 
interests. 


Sense or DIGNITY AND OBLIGATION 
oF PUBLIC SERVICE 


The obligations of a profession are 
largely a matter of attitude or “pro- 
fessional spirit” resulting from com- 
mon adherence to an ideal which puts 
service above individual gain. The 
ultimate test of the existence of a 
profession, therefore, is found in the 
actions and opinions of members of 
the group itself. Anyone who has 
attended the conferences of the several 
groups of municipal officials cannot 
fail to be impressed with the fact that 
except for a few instances, each group 


has rather specific and effective stand- 
ards of professional conduct. The 
same motive for service imfluences 
those who choose a career in city 
management, for example, that moti- 
vates doctors of public health, lawyers, 
and teachers to prepare for public 
service. City managers and other 
professional officials are’ known for 
their insistence upon ee in 
making decisions. 

There are many etane in which 
officials guard the standards and ideals 
of theis profession. City managers 
have refused attractive offers else- 
where in order to remain in a city 
where they considered their job un- 
finished. Although managers do not 
hesitate to speak in open council 
meetings when they feel that their 
responsibility to the community at 
large justifies it, those who have a 
professional point of view refuse to 
participate in council elections. Fur- 
thermore, they do not hesitate to re- 
sign rather than continue in the city 
where it means sacrifice of a principle 
or where acquiescence in the matter 
would reflect unfavorably upon the 
profession. It 1s clear to the close ob- 
server, however, that there is still a 
distinct lack of the service ideal among 


* large portions of most of the groups 


of officials. 

The further development of a pro- 
fessional attitude and of an obligation 
to serve the public well is hindered by 
the large percentage of some groups 
which are elected instead of appointed. 
Over one third of the chief finance 
officers and assessors and one fourth 
of the welfare directors and public 
works directors are elected by the 
people. In sharp contrast are the 
city managers and the librarians: all 
of whom are appointed. Only from 
1 to 3 per cent of the school superin- 
tendents, fire chiefs, chiefs of police, 
city engineers, and health officers are 
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elected. The tendency in modern 
city charters is to make these oficials 
appointed, and the professional or- 
ganizations may well direct more at- 
tention to attaining this end. 


Cope oF Eratcan Conpucz 


A code of ethical conduct is highly 
desirable in demonstrating the vitality 
of a profession. The code cf ethics 
of the National Education Associa- 
tion, to which the school superiniend- 
ents subscrike, is probably tre most 
comprehensive of any of the ethical 
codes for groups of municipal officials. 
It contains a large number of profes- 
sional standards to guide the educa- 
tional administrator in his relations 
with pupils, the community, and other 
members of the profession. The city 
managers since 1924 have had a code 
of ethics which represents a high 
standard of professional conduct. 

It is desirable that ethical codes be 
strengthened by defining unprofes- 
sional conduct and providing fcr an 
investigation of and a method of ex- 
pulsion for such conduct. In other 
words, the code should contain pro- 
visions for its enforcement. 


A PROFESSIONAL ORGANIZATICN 


An important element in a profes- 
sional group is an associatior. estab- 
lished for the promotion of objeczives 
already discussed. Practically every 
group of chief municipal officials i or- 
ganized. The organizations of school 
superintendents, librarians, water 
works superintendents, police chiefs, 
and city engineers were founded in the 
period 1870 to 1895, in the crder 
named. In the next period, 1896 to 
1915, the groups which organized were 
personnel directors, finance offizers, 
recreation directors, and city man- 
agers. In the third period, 1915 to the 
present time, purchasing agents, Dub- 
lic works directors, public welfare di- 
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rectors, housing officials, planning offi- 


-clals, assessors, and city attorneys 


established professional 
tions. 

A considerable minority of officials 
do not belong to their organizations. 
For instance, only six out of ten city 
managers are affiliated with their pro- 
fessional organization. A similar pro- 
portion of librarians are members of 
their professional organization, but, 
in addition, most of the non-members 
are members of their state and regional 
library associations. A somewhat 
larger number of school superintend- 
ents, 72 per cent, are members of their 
professional organization, and 97 per 
cent belong to their state educational 
associations. Slightly over one half 
of police and fire chiefs in cities of 
more than 30,000 population are mem- 
bers of their organizations. 

It is probably safe to say that the 
bulk of those who are not members 
do not have a professional spirit and 
lack general interest in their profes- 
sion. Most of them are local appoint- 
ees or do not expect to advance to 
higher positions in their own or other 
cities. A few are ignorant about their 
professional organization or do not 
care to know about it. 


organiza- 


Way PROFESSIONALIZE MUNICIPAL 
SERVICE? 


What is the purpose of professional- 
izing the municipal service? The 
answer is that the number and the 
character of municipal functions re- 
quire trained men who can effectively 
administer the services in the interest 
of the public welfare. This calls for 
the further development of technical 
training and professional traits which 
will result in having highly qualified 
public personnel with professional 
standards that the public cannot pos- 
sibly fail to recognize and appreciate. 
The end result will be a career service 
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and a greatly improved administra- 
tion of municipal affairs. 

A career service is already in exist- 
ence in some American cities, where 
the long tenure of officials and promo- 
tions from lower administrative posts 
and from other cities have aided in 
this development. For example, the 
professionalization of the administra- 
tive service in Dayton, Ohio, is typical 
of this trend. The present city man- 
ager of Dayton and his seven depart- 
ment heads have an average tenure of 
over twenty-three years of public 
service. These tenure records are not 
to be considered as evidence of stag- 
nation on the job. In most instances 
they represent advancements within 
the service on the part of men who 
entered in subordinate minor positions 
and worked their way up to positions 
of responsibility and importance. 
Similar careers are found in the several 
departments. The Director of the 
Water Department and six of his 
_ bureau heads can account for 163 
years of service among them, or more 
than twenty-three years per man. 
The Department of Public Welfare is 
not outdone by this record, where the 
Director and five of his division and 
bureau chiefs total 133 years, or an 
average of more than twenty-two 
years of service in different city posi- 
tions. The Department of Finance is 
not far behind, with an average of 
almost twenty years for the Director 
of Finance, the City Treasurer, the 
Paymaster, and the Chief of the 
Bureau of Special Assessments.* 

A definite career service is develop- 
ing among several groups in the 
country as a whole. School superin- 
tendents have gerved an average of 
ten years in that position, and to this 
must be added experience in teaching 


1E. E. Hagerman, “Career Service in a Coun- 
cil-Manager City,” Public Management, XVII 
(March, 1935), 70-73. 
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and administrative positions in a 
school system prior to appomtment as 
superintendent. But among the pro- 
fessional groups, public librarians have 
the longest average tenure (twelve 
years) and the lowest percentage of 
annual turnover (7 per cent) of all 
municipal officials. The average 
length of service for city managers 
for the country as a whole, including 
all cities served, is six years and two 
months. Almost one fourth of all 
managers in office at the end of 1935 
had beef managing cities for ten years 
or more. Since the beginning of the 
manager plan in 1908 there have been 
228 promotions of city managers from 
one city to another. Seventy-one 
city managers are now serving their 
second, third, fourth, fifth, sixth, or 
seventh city. 

In spite of the fact that many of 
the larger council-manager cities have 
operated under the plan for a com- 
paratively short time, the tenure of 
their administrative officials compares 
favorably with that of cities under 
other forms. The average tenure of 
the following chief city officials in 
cities over 30,000 is somewhat longer 
in council-manager cities than in 
smayor-council or commission-gov- 
erned cities: attorney, purchasing 
agent, fire chief, police chief, director 
of public works, director of public wel- 
fare, and superintendent of schools. 
Among other department heads there 
is only a slight variation. Not all 
council-manager cities have so many 
career men as Dayton, but where the 
plan has had public support through 
the election of good councils, one ‘is 
likely to find a fairly well-established 
career service and, for this country, 
a high degree of professionalization, 


CONCLUSION 


Although municipal officials in the 
United States are much organized, it 
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is evident that most groups have a 
long road to travel before complete 
professionalization is attained. Most 
do not have definite standards for en- 
trance into the profession snd they 
have little control over the conduct of 
their members. There is a zonsider- 
able body qi knowledge, but in most 
fields it is not well organized and 
readily available. However. stand- 
ards of education, training, and ex- 
perience are beginning to be definitely 
recognized by the more farsighted 
members in each profession*and by 
the local gavernments which are re- 
sponsible for appointments. The be- 
ginnings of a career service can be 
seen in the large number of oficials 
who have had public experience prior 
to their present appointments, and in 
the promotions which are made from 
one city to another. It is clear, how- 
ever, that local residence restrictions 
continue to stunt the growth of all 
but the sckool superintendents, and 
perhaps librarians and recreation di- 
rectors. 

Further professionalization of the 
municipal service will come with the 
development to a higher degree of the 
traits discussed above. Each organ- 
ization must work out its own prob-, 
lems, but codperative action is 
preferable in many instances. Dif- 
ferent avenues of approach may be 
suggested, and it may be useful to set 
down here some objective: toward 
which professional organizations might 
work. For highly professional zroups 
these items will constitute an immedi- 
ate program, and for others, a long- 
term objective. 

1. New recruits should be brought 
in at the bottom, and top positions 
should be filled by ladder promotion 
tests from those in the service The 
professional organizations codperating 
with the colleges and universities can 
develop plans to secure the placement 
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in the municipal service of properly 
qualified graduates as internes or ap- 
prentices. Also, a great deal can be 
done to overcome the “local boy” com- 
plex by working out a system of in- 
terchange of employees in the Federal, 
state, county, and municipal services 
in a given area, so as to broaden the 
view and the professional training of 
members of various groups. 

2. There should be a recognized 
means of preparation for the several 
professions, and a desirable minimum 
of training and its content should be 
specified. Emphasis should be placed 
on the social sciences as well as on 
technical training. 

3. There is a need for a more defi- 
nitely organized body of knowledge 
of the techniques in the several fields. 
An extension of codperative action 
may prevent overlapping and reduce 
the amount of work. For example, 
several groups may be interested in 
establishing service ratings for em- 
ployees, and perhaps the wider adop- 
tion of standard methods of doing this 
work could be secured if the work were 
done by a joint committee on which 
each organization would be repre- 
sented. The final report could then 
be sent out by each organization to 
its members, with its stamp of ap- 
proval on it. 

4. Administrative officials should be 
appointed rather than elected, and. 
they should stand for nonpartisan 
administration and have no political 
connections. Administrative ability 
cannot be secured by election, and the 
person ‘who by training and experience 
is fitted for an administrative position 
will not be interested in an office 
which involves a political connection. 
Wherever possible, the professional 
groups should seek to secure further 
recognition of this principle. 

5. It would seem to be proper for 
professional organizations to warn 
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their members of the dangers of as- 
suming leadership in determining 
public policies. The administrative 
official, including the city manager, 
who persists in supplying public lead- 
ership identifies himself with the 
policy or program, and the result is 
that his position is contingent on the 
acceptance of the program by the 
voters. 

6. A professional group that is well 
on its way to maturity and has ac- 
quired a good standing may well 
consider placing more emphasis on 
protective activities for the group as 
a whole, as well as for individual 
members. When charges are brought 
against a member, the organization 
might investigate and publish a state- 
ment in support of members unfairly 


treated. No doubt such action would 
contribute to the professional solidar- 
ity of groups. This would involve 
also the readiness of the organization 
to publish a statement where the fault 
lay primarily with the member. Such 
action in the Jong run could hardly 
fail to result beneficially. e 

In conclusion, it is significant that 
the pressure for improved administra- 
tion of local publie services is coming 
from within the service on the part of 
organizations of the officials them- 
selves. “Many of these groups of offi- 
cials already are firmly established 
and are seeking further professional 
coherence and recognition which will 
result in a more successful defining of 
relations with the public and their 
special contribution to society. 
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Admiunistzation as a Profession 
By Leonard D. WHITE 


HE administration of govern- 

mental affairs one hundre] years 
ago made very slight demancs upon 
the professions, with the excertion of 
education. A few lawyers in tke office 
of the Department of Justice and in 
state prosecuting agencies, some engi- 
neers engaged in canal construction 
-and the,surveying of public resds and 
` turnpikes, a few physicians, anc a very 
few scientists, comprised in zeneral 
the professional roll. The res- of the 
public service comprised law enforce- 
iment officials, tax collectors, bockkeep- 
ers, clerks ard messengers, amateur fire 
fighters, and ordinary labor=rs; in 
short, persons who had need ~f com- 
mon sense, good judgment, wilingness 
to work, and sometimes knowEdge of 
special routines but not techrical or 
professional training. 


INCREASE OF PROFESSION L 
GROUPS 


It was in 1830 that the first- profes- 
sional group in the public service of 
America was organized—the Ameri- 
can Institute of Instructior. 
gradual iniiltration of profzssional 
groups into the public service is 
marked by the successive appearance 
of ‘one proiessional or techn cal or- 
ganization after another, prectically 
all of them in the period since tar Civil 
War, and of these the greater part 
since 1900. Thus by way of ‘llustra- 
tion, the American Public Heelth As- 
sociation was organized in 1&72; the 
Association of Official Agrizultural 
Chemists in 1884; the Nations] Asso- 
ciation of Siate Libraries in 1&9; and 
the Associetion of American Dairy 
Food and Drug Officials ix 1897. 
Other professional groups were also 
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making their way into the public serv- 
ice during this period. Today the 
conduct of government depends to a 
large and increasing degree upon pro- 
fessional men and women. In 1830 
government was within the compass 
of the ordinary citizen who formed the 


center of Jacksonian philosophy; but - 


by 1930 government had grown far be- 
yond the capacities either of the ordi- 
nary citizen or of any one group or 
any small number of groups of spe- 
cialists. 

A study of the expansion of the pro- 
fessional and scientific groups in the 
public service, published in 1933, 
shows rapid growth in their number 
and substantial growth in their pro- 
portion.t In 1896 there were roughly 
3,600 professional and scientific posi- 
tions in the Federal service, or 2 per 
cent of the total employment; in 1907 
there were approximately 9,700, or 3.4 
per cent; by 1930 the number had in- 
creased to something like 35,000 and 
the per cent was only slightly less 
than 6. 

A study of a few states where figures 
are available suggests that there has 
been a corresponding increase in the 
number and the proportion of scien- 
tific and professional employees in the 
public service of the American com- 
monwealth. Study of the changing 
nature of the public service in Detroit, 
Michigan, showed that in 1908 there 
were only 41 professional and scien- 
tific positions; in 1918 there were 319; 
and in 1931 there were 1,914, including 
a bloc of 1,000 nurses, most of whom 
had come into the city service since 
1918. 


1 Leonard D. White, Trends in Publie Admin- 
istration, Ch. 19. 
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These illustrative figures confirm 
the general opinion that the public 
service is making heavier and heavier 
demands upon the professional and 
scientific classes. 


Further study of the situation indi- 


cates that the old established profes- 
sions, such as law and engineering, are 
splitting into many professional spe- 
cialties, some of which are almost ex- 
clusively found in public employment. 
At the same time, new professions are 
emerging and are finding their place in 
the public service. 

By way of illustration, government 
employment of engineers one hundred 
years ago was limited practically to 
construction of public works and pub- 
lic buildings. The Federal Govern- 
ment today requires engineering spe- 
cialists in such fields as the following: 
aëronautical engineering, automotive 
engineering, cadastral engineering, 
geodetic engineering, naval architec- 
ture, radio engineering, traffic engi- 
neering, parachute engineering, and 
airways surveying. In another field, 
professional experts are required in 
such specialties as agronomy, aquatic 
biology, micro-analysis, mycology, and 
cytology. 

Meanwhile, the representatives of 
such professional or quasi-professional 
groups as economists, social workers, 
foresters, veterinarians, pharmacolo- 


gists, accountants, statisticians, and, 


actuaries are yearly increasing in 
number and importance. 


CHANGING CHARACTER OF 
PUBLIC SERVICE : 


All this reflects, of course, the 
changing character of the public serv- 
ice. The increasing employment of 
professional and scientific persons is 
exerting a very important effect upon 
the character of the public service 
itself and upon the conditions under 
which its work is performed. Space 


will not permit an adequate evalua- 
tion of this influence, but brief refer- 
ence may be made to some of its more 
obvious characteristics. 

The expansion of professional and 
technical employment accelerates the 
reclamation of the public service from 
the arid lands of patrorfage. It is 
recognized on all hands, including in- 
telligent dispensers of patrqnage, that 
it is too dangerous to place scientific 
and professional operations in the 
hands of unqualified persons, and that 
the polifical repercussions of such a 
course provide too great a risk to be 
run. The professions naturally bring 
into the public service a group of men 
and women with a college and univer- 
sity training, since preparation for 
professional and scientific work is al- 
most exclusively secured in institu- 
tions of higher learning. The quality 
of the public service is thereby raised 
from a service based on a secondary 
school education to a service contain- 
ing a substantial proportion of persons 
with higher education. 

The increasing proportion of pro- 
fessionally trained civil servants im- 
proves the prestige and the standing 
of the public service. It creates an 
environment favorable to the recogni- 
tion of permanent nonpolitical spe- 
cially trained administrators. The 
course of historical development has 
not yet brought wide recognition of 
the desirability of professional admin- 
istration, as administration, although 
there is an increasing realization and 
acceptance of the place of profession- 
ally qualified persons in the public 
service. 


DEFINITION OF “ADMINISTRATION 


What is meant by “administration” 
as used in this special sense? This is 
a term widely and often loosely used, 
although it 1s capable of reasonably 
precise definition. A recent report of 


86 THe ANNALS OF THE AMERICAN ACADEMY 


the Commission of Inquiry on Public 
Service Personnel, Better Government 
Personnel, describes adminisirazion in 
the following terms: 

It has become evident in private busi- 
ness and in public business thai all com- 
pleated human organizations require 
correlation, planning and the central direc- 
tion, arrangement and delegation af work. 
The sum of these is administration. Ad- 
ministratiof is in itself a definable field of 
knowledge and experience. It possesses 
its own developing technology and de- 
mands special capacities, appropsiate train- 
ing, peculiar experience and extensive ap- 
plication for its mastery. 


Administration was defined by an 
eminent French industrialist and stu- 
dent of administrative activities, 
Henri Fayol, to include planning, or- 
ganization, command, codrdination, 
and control. It is the function per- 
formed in general by the Brit.sh ad- 
ministrative class, by the German 
higher service, and by the colonial 
services in most of the great colonial 
powers of the world. It is distin- 
guished on the one hand frcm the 
making of broad decisions of pclicy by 
a legislative body, and on the other 
hand from the relatively routine tasks 
of day-by-day execution of established 
policy, altkough the line of demarca- 
tion cannot be drawn with mathemati- 
cal precision. 

The general character of adminis- 
tration in this special sense of the 
term was admirably described in 1930 
in a statement submitted to the Brit- 
ish Royal Commission on the Civil 
Service by the Association cf First 
Division Civil Servants. 

The business of government, if it is to be 
well done, calls for the steady application 
of long and wide views to complex prob- 
lems; for the pursuit, as regards each and 
every subject matter, of definite lines of 
action, mutually consistent, confcrmed to 
- public opinion and capable of bsing fol- 
lowed continuously while conditions so 


permit and of being readily adjusted when 
they do not. Almost any administrative 
decision may be expected to have conse- 
quences which will endure or emerge long 
after the period of office of the Govern- 
ment by which or under whose authority 
it is taken. It is the special function of 
the civil service and the special duty of 
the administrative class of that service in 
their day-to-day work to set these wider 
and more enduring considerations against 
the exigencies of the moment, in order that 
the Parliamentary convenience of today 
may not become the Parliamentary em- 
barrassment of tomorrow... . Vacilla- 
tion, uncertainty, and inconsistency are 
conspicuous symptoms of bad administra- 
tion... . 

Thus the efficient performance of the 
administrative work of the various depart- 
ments calls in all cases for a trained mental 
equipment of a high order, while in the 
particular case powers developed in some 
particular direction are needed. In some 
spheres, what is most wanted is judgment, 
savoir-faire, insight and fair-mindedness; 
in others, an intellectual equipment ca- 
pable of the ready mastery of complex and 
abstruse problems in, for instance, taxa- 
tion or other economic subjects; in others, 
imagination and constructive ability? 


This description of administrative 
work in England has equal force when 
applied to administrative work in the 
United States. Close inspection of 
the organization of the large depart- 
ments and the independent establish- 
ments in Washington, of the major 


“departments and institutions in state 


government, and of the central offices 
in the large cities will readily reveal 
positions whose duties are administra- 
tive ih nature as defined by Fayol. 
Their function has not, however, been 
adequately recognized, nor in general 
have the incumbents of these positions 
appreciated the particular rôle which 
they perform in the total administra- 
tive organization. 


2 Quoted in White, Bland, Sharp, and Marx, 
Civil Servige Abroad, pp. 19-20. 


ADMINISTRATION AS A PROFESSION 


DEFINITION or “PROFESSION” 


The question arises whether admin- 
istrators in the Fayolian sense now 
form a profession. The answer to 
this question turns almost completely 
upon what meaning is given to the 
term “profession.” A profession may 
be understood merely in the sense of 
an occupation which one professes to 
be skilled in and to follow perma- 
nently; thus, we see references to pro- 
fessional boxers, professional brokers, 
professional journalists, professional 
dancing masters, and others. Or the 
term “profession” may be understood 
in a more exact sense to mean “a voca- 
tion in which a professed knowledge 
of some department of learning or sci- 
ence is used in its application to the 
affairs of others or in the practice of 
an art founded upon it.” 3 

Everyone recognizes the practice of 
medicine as a profession; everyone 
agrees that the lubrication of an auto- 
mobile is not a profession. In þe- 
tween these obvious extremes lie many 
difficult cases. In this twilight zone 
lies the art of administration. 

Accepting for the purpose of this 
article the more precise definition of 
the term, we may state in greater de- 
tail its essential elements as generally 
understood: 

1. An organized body of knowledge 


constantly augmented and refined, and | 


special techniques based thereon. 

2. Facilities for formal training in 
this body of knowledge and proce- 
dures. 

3. Recognized qualifications for 
membership in and identification with 
the profession. These may sometimes 
be established byelaw through require- 
ment of a license to practice; but not 
all licensed occupations are profes- 
sions. 

4, An organization including a sub- 

* Oxford English Dictionary. a 
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stantial number of the members quali- 
fied to practice the profession, and ex- 
ercising an influence in the mainte- 
nance of professional standards. 

5. A code of ethics which in general 
defines the relations of the members of 
a profession to the public and to other 
practitioners within the group, and 
which normally recognizes an obliga- 
tion to render services on other than 
exclusively economic considerations. 


PROFESSIONAL STATUS OF 
© ADMINISTRATORS 


In the field of local administration 
there are at least two cases in which 
professional characteristics are defi- 
nitely emerging. These are the super- 
intendents of schools and the city 
managers. Both are administrators 
in the technical sense of the word. 
They plan, organize, command, co- 
ordinate, and control. In each case 
there is a well-organized body of 
knowledge and special administrative 
technique steadily expanding in scope 
and content on the basis of profes- 
sional experience and writings re- 
corded in professional journals and 
publications. Formal training for 
each occupation may be had at many 
mstitutions of higher learning. There 
are recognized qualifications for ap- 
pointment as superintendent of 
schools, but as yet there are no ac- 
cepted qualifications for the position 
of city manager. In each case there is 
a well-established organization, but in 
the case of the city manager, a sub- 
stantial minority remain outside the 
influence of the association and ap- 
parently think of themselves merely 
as local executives. In this respect 
they contrast with the superintend- 
ents of schools. 

Officials engaged in overhead ad- 
ministration in state government have 
responded but slightly to professional . 
influence. Governors and the consti: 
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tutional state officials are eleztive, and 
their interests frequently center in 
politics rather than in administration. 
Among the department heads, what- 
ever professional lines may be ob- 
served run to the older-grours: the 
attorney general is professiorally a 
lawyer, the superintendent of public 
instruction a teacher, the director of 
the department of health a doctor. 
There is no state official ecrrespond- 
ing to the city or county manager. 
Too often the heads of the peral and 
welfare institutions are or Have been 
politicians, usually innocent of any 
professional preparation and quickly 
sent on their way after a change in 
political control in the state capital. 
Although there are many profession- 
ally trained persons working in state 
government—engineers, sanifarians, 
statisticians, economists, penalogists, 
bacteriologists, and others—we can 
hardly discern a group of professional 
administrators at this level. 

If we turn to the case of “he higher 
executives performing admz:nistrative 
work in the National Government, we 
are forced to conclude that taey do 
not at present form a pro“ession. 
They do not recognize themselves as 
belonging to a profession, ncr are they 
so recognized by others. Vre find, in 
fact, that many officials exercising 
functions of general administration 
are recruited on the basis cf political 
considerations and do not expect to 
continue in administrative work in 
government beyond the term of their 
party. Other administrators in the 
Federal departments and establish- 
ments have come up through a scien- 
tific training and probably think of 
themselves as belonging to suzh pro- 
fessions as medicine, law, chemistry, 
forestry, or engineering ratter than to 
the profession of administraticn. 

There are, however, in the depart- 
mental service, and there inevitably 


must be, a substantial number of per- 
sons who are actually performing dis- 
tinctively administrative operations. 
They are completely unorganized as 
a group. Washington does not recog- 
nize an established body of knowledge 
and techniques common to this group 
of positions. There has been almost 
no formal training in this fund of 
knowledge and in administrative pro- 
cedures, although American Univer- 
sity has recently introduced work in 
this field. There are no recognized 
qualifications for membership in a 
group of professional administrators, 
nor is there a code of ethics peculiar to 
them. This situation amply supports 
the thesis that permanent and con- 
tinuous employment in administrative 
work is not enough in itself to form a 
profession. 


PROFESSIONS AND THE CLASSIFICA- 
TION AcT 


The legal meaning of the term “pro- 
fession” in the Federal service is gov- 
erned by the Classification Act of 
1923. This act includes in the profes- 
sional and scientific service, positions 
the duties of which are to perform 
work which is based upon the established 
principles of a profession or science, and 
which requires professional, scientific or 
technical training equivalent to that rep- 
resented by graduation from a college or 
university of recognized standing. 


‘This statute also fixes the minimum 


entrance salary for a professional posi- 
tion at $2,000 a year. 

The Classification Act also estab- 
lishes the subprofessional service, the 
duties of which are described as “sub- 
ordinate work of a professional, scien- 
tific or technical chagacter.” Subpro- 
fessional work is thus professional, but 
subordinate. Thedistinction between 
professional and subprofessional work 
is therefore not in the subject matter 
or general character of the activity 
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involved, but rather in the degree of 
difficulty and responsibility. The 
practical line between the two is usu- 
ally indicated by the salary differ- 
entiation at $2,000 per annum. 

Differences of opinion naturally de- 
velop as to whether a particular line 
of work is professional or subprofes- 
sional, and occasionally the issue is 
presented as to whether a certain kind 
of activity is professional or nonpro- 
fessional. One case, personnel man- 
agement, throws light on the develop- 
ing trends toward professionalism. 

A distinction has to be drawn in the 
first instance between those aspects of 
personnel administration which are 
primarily devoted to record keeping 
and to the routine of appointments, 
transfers, reinstatements, and other 
movements of personnel. These are 
definitely clerical and law-enforcing 
in nature, and fall entirely outside the 
professional class. On the other hand, 
there are some types of activity in per- 
sonnel management which approach a 
professional character. Among these 
may be cited the techniques of testing, 
the proper placement of the individual 
in the light of his aptitudes and per- 
sonality, and the adjustment of prob- 
lem cases. 

In the Forest Service and elsewhere, 
appointments to positions of person- 
ne] management involving these types 
of work have already been made in 
the professional group. It must be 
added, however, that in the greater 
part of the service a clear separation 
between record-keeping clerical work 
and professional work in personnel ad- 
ministration has not yet been accom- 
plished. Until this change has taken 
place and until proper emphasis has 
been given to the professional aspects 
of personnel management, it will be im- 
possible to recognize generally a pro- 
fessional classification for this group of 
employees. 


Wuat MAKES A PROFESSION? 


The decision concerning the proper 
allocation of positions to classification 
services in the Federal Government 
does not, of course, determine whether 
a particular vocation is established as 
a profession in the broader sense of 
the term. That depends upon a state 
of facts not identical with the terms 
of the Classification Act of 1923, in- 
cluding general public recognition of 
a calling as a profession. It is ob- 
viously wot the responsibility. of the 
Classification Division of the Civil 
Service Commission to create profes- 
sions by fiat. Its decisions are neces- 
sarily guided by statutory provisions, 
which in some instances prevent the 
allocation to the professional and sci- 
entific service of groups that have at- 
tained professional status in the “mar- 
ket place.” 

The trend toward professional atti- 
tudes in the public service is part of a 
general trend among many social 
groups. A profession has prestige 
and distinction—social attributes de- 
sired by most individuals and groups. 
A profession also has protective and 
economic values which are perhaps 
more obvious in labor unions, but 
which are not absent from professional 
organizations. 

A group does not make itself a pro- 
fession by calling itself such. A pro- 
fession 1s identified by characteristics 
which are commonly of slow develop- 
ment, gradually accumulating over 
the decades. A profession is distin- 
guished by an appreciation, often 
vague, of the social responsibility of its 
members, and by control of their be- 
havior on the part of the group in its 
organized capacity. 

In general, it may be said that 
groups in public administration, while 
often aspiring to the recognition which 
professional status confers, have been 
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backward as yet in developinz pro- 
cedures to enforce professional stand- 
ards of conduct. The issue of enforce- 
ment has arisen, but the stability of 
organization has generally been too 
frail to stand the strain of drastic ac- 
tion against offending members. 

A profession likewise is not created 
merely by an organization. Tke spir- 
itual center of a profession is its intel- 
lectual content and the attitudes of 
its members toward themselves and 
others. An organization, however, 
may be a convenient meats of de- 
veloping attitudes and diffusing xnowl- 
edge. 


PROFESSIONALISM DESIRABLE 


The constellation of professions is 
certainly not closed, and new groups 
are constantly approaching profes- 


sional status or achieving it. The ex- 
tension of a professional attitude m 
the public service is certainly worthy 
of encouragement. The quality of 
administration changes profoundly 
under the influence of professionalism. 
Esprit de corps is elevated, prestige 
tends to rise, the quality of recruits 
consequently improves, standards of 
performance are favorably affected, 
and problems of discipline become less 
frequent. An inner responsibility to 
the ideals of the profession tends to 
replace external guides to official ac- 
tion and behavior. 

Wider horizons and deeper founda- 
tions will doubtless lead to more gen- 
eralized organization and to a more 
certain understanding of the implica- 
tions of a profession, both by adminis- 
trators and by the public. 
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The Need for Career Administrators 
By W. W. SrockBERGER 


MERICAN democracy will survive 
only as long as it remains respon- 
sive to the will of the people and is care- 
ful and provident in the management of 
the business of their government. The 
huge and complicated administrative 
machinery of government must con- 
tinue to operate economically and 
efficiently under any and every policy 
determined upon by the duly elected 
representatives of the citizenry. 


DISTINCTION BETWEEN 
GOVERNMENTAL FUNCTIONS 


In any consideration of the machin- 
ery of government it is useful always to 
keep in mind a clear and sharp distinc- 
tion between the policy-forming func- 
tion and the administrative or manage- 
ment function. Policy formation is 
primarily a function of the political or 
elected officials of the government. 
Administration is or should be a non- 
political function, concerned with the 
effective direction and purposeful im- 
provement of the established and 
continuous operations of the business 
of government. 

Thus, whether the presses in the 
Bureau of Printing and Engraving 
should print an issue of greenbacks or 
other fiat money is a political question, 
to be answered by the policy-forming 
officials; but the actual printing of the 
money is a purely nonpolitical matter, 
one of administration, a printer’s job. 
Likewise, the decision that the govern- 
ment should open the Panama Canal 
was a political one, since grave ques- 
tions of nationa policy were involved; 
but the actual work of bringing the 
canal to completion was a nonpolitical, 
administrative task for an engineer 
thoroughly conversant with a technical 
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specialty and having the ability to ad- 
minister all phases of the undertaking. 

A fuller appreciation on the part of 
the general public of the responsibilities 
of the political, policy-forming official 
on the one hand, and of the responsibil- 
ities of the administrative official on the 
other, should lead to a clearer under- 
standingsof the kind of service each 
renders to the public at large. Periodi- 
cally the convictions of the electorate 
at the moment as to desirable public 
aims or ends to be attained find expres- 
sion in the election of political officials 
as their representatives in the several 
branches of the government. A change 
in political officials may be and usually 
is followed by substantial changes in 
policy; but the machinery of govern- 
ment does not change correspondingly, 
but continues to operate with such 
adjustments as may be necessary to 
adapt it to whatever changes in policy 
may be determined upon by the newly 
elected officials of the dominant party. 

Because of the failure to recognize 
this principle, the public generally looks 
‘upon the administration of government 
as a political matter. Consequently 
administrative positions in the govern- 
ment have been filled by men because 
they belonged to some influential 
political group, and not on account of 
their capability to render effective. 
public service. 

There is the failure also to appreciate 
the extent to which the business of 
government has become complicated 
and highly specialized as compared 
with the requirements necessary for the 
proper administration of government a 
hundred or more years ago. Since 
then the operations of government 
have been gradually extended into new 
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and broader fields of activity. until at 
the present time the administration of 
government is easily the largest and 
most complicated business in the whole 
of our country. It is not only the 
largest business, but it is also the most 
varied in number and kind of activities 
in which it is engaged. In fact it will 
be found difficult to name a legitimate 
activity which does not form a normal 
part of the operations of some branch of 
the government. Moreover, there are 
certain activities in which no one 
outside of the government is engaged. 


NEED FoR SPECIALIZED TRAINING 


For the accomplishment of the 
purposes for which its varied activities 
were established, the government re- 
quires the services of many persons 
thoroughly trained in some one of 
many specialized fields, such, for ex- 
ample, as the law, medicine, banking, 
economics, engineering, journalism, so- 
ciology, the physical and the biological 
sciences; and likewise it has need for 
many persons who have the breadth of 
training and the background of ex- 
perience requisite to the successful 
administration of these activities. In 
order to attract to and retain m the 
service of the government a fair share 
of those persons who have the ability 
and specialized training esseniial to its 
needs, adequate provision must be 
made for security of tenure, a reason- 
able compensation, and opportun-ty for 
promotion to positions of higher ad- 
ministrative responsibility—in short, 
opportunity for a career. 

Under our form of government, with 
its long established modes of procedure 
and traditional forms of administrative 
organization, it is unlikely thet the 
American people would tolerate the 
establishment of an administrative 
career service comparable to that which 
obtains in the British civil service. 
Well-considered opinion inclines rather 


toward specialization in administration 
analogous to that which is found in the 
arts and sciences. Within the complex 
of activities pursued by the govern- 
ment, several categories of adminis- 
tration may be distinguished. There 
is an administration of legislative en- 
actments, an administration of scientific 
research, an administration of fiscal 
affairs, an administration of public 
welfare, and many others, each of 
which affords an opportunity for the 
career administrator. 

However, specialized training alone 
in the law or the sciences, for example, 
is an inadequate foundation upon 
which to build an administrative career 
in these fields. Administration, al- 
though not separate and apart from the 
activity administered, involves a series 
of relationships not inherent in what is 
to be administered, but superimposed 
upon it. The understanding of the 
nature of these relationships and of the 
art of utilizing them effectively will be 
facilitated by a mastery of the princi- 
ples of public administration and an 
exploration of the content of the social 
sciences. If government is to secure 
for the public service recruits who have 
the capacity to become satisfactory 
administrators, our educational insti- 
tutions must be induced to afford 
selected students an opportunity to 
acquire a perspective of the relations of 
governmental operations to the public 
interest much broader than that usually 
developed in the standardized technical 
courses. 


NECESSITY FOR EXPERIENCE 


Overemphasized education in theo- 
retical public administration, however, 
may create in the mind of the student 
the impression that he 4s fitted to enter 
at once into the public service at the 
higher levels of authority, without first 
serving that apprenticeship in practical 
administration essential to acquiring 
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the necessary seasoning and discipline 
which results only from long experience. 
The mastery of administrative proce- 
dure, whether in private enterprise or 
in some branch of the public service, 
cannot be attained until there is a 
comprehensive understanding of the 
interrelations of the several units 
within the organization, and of the 
primary objectives of each. 

No organization reaches its maximum 
of effectiveness except through long 
years of development during which 
functions have been highly coérdinated 
and the less important phases of ad- 
ministration so standardized as to 
become almost a matter of smoothly 
running routine. The administrative 
pattern varies with the type of organ- 
ization and the character of its activi- 
ties. Indeed, two organizations may 
superficially appear to have the same 
administrative pattern, yet differ fun- 
damentally in the nature of their re- 
spective operations and in the limiting 
factors which govern in each case. 
Again, different patterns of adminis- 
tration may occur within the same 
organization; as, for example, in one of 
the large executive departments of the 
government there is administration of 
research, of extension work, of regula- 
tory work, of legal work, of personnel, 
and of fiscal affairs. 

Except as an abstract concept, ad- 
ministration does not exist apart from 
what is to be administered, as previ; 
ously stated. As long as it remains an 
abstraction it can produce no tangible 
results; but when translated into 
human activity wisely directed and 
effectively managed, it becomes the 
determining factor in the accomplish- 
ment of the purpose for which an or- 
ganization exists. ‘There seems to be 
no escape from the conclusion that a 
far greater chance for a successful 
career lies with the administrator who 
has attained a high degree of profi- 
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ciency in the art of administration with 
which to supplement his specialized 
knowledge of the materials and tech- 
niques of the field to be administered. 


RECRUITMENT OF ADMINISTRATORS 


Frequently the ability to excel in 
some specialized field of knowledge does 
not occur in combination with out- 
standing administrative ability; conse- 
quently the staff of an organization 
engaged in specialized activities may 
not yield an adequate supply of human 
materiale from which capable career 
administrators can be developed. In 
this respect the situation in the govern- 
ment service has been particularly 
acute during recent years, necessitating 
special consideration of the methods 
through which the services of capable 
administrators may be secured and 
retained. 

One method which has numerous 
sincere proponents is to bring into the 
service experienced administrators from 
non-governmental fields of activity. 
Some of the advantages said to be 
gained through this method of selection 
are: (1) that it obviates the delay 
incident to the long period of training. 
necessary for the development of ad- 
ministrators within the service; (2) that 
eit eliminates the uncertainty as to the 
outcome that obtains when a position 
of large responsibilities is filled by 
promotion from one of lesser responsi- 
bilities; (3) that it acts as an effective 
stimulus to the organization through 
the introduction of desirable ‘new 
blood”; (4) that it serves to counteract 
the tendency, usually more pronounced 
in the older organizations, to operate 
in accordance with the established 
though antiquated routine; and (5) 
that it brings into an organization the 
results of experience gained in other, 
different, and possibly more highly 
developed fields of administration. 

But it is not to be overlooked that 
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the complexities of the machinery of 
government, particularly at the Ligher 
levels of authority, call for a eorre- 
sponding high degree of competence, 
a rich background of experience, and 
zeal for the public welfare. In the 
face of these complexities, unfamiliarity 
with the methods of setting the ma- 
chinery of government into motion 
either delays or prevents the aecom- 
plishment eaf desired results. Not 
infrequently a new incumbent of a 
high administrative position finds him- 
self emharrassed by the necessity of 
calling upon more experienced subor- 
dinates, familiar with the tecknique of 
procedure, to instruct him ir the 
methods to be followed if hopeless 
entanglements are to be avoided and 
looked-for ends attained. As a result, 
the higher official suffers a Icss in 
prestige and in the respect of his subor- 
dinates, in whom there is developed a 
sense of injustice and discrimiratory 
treatment which reacts against the 
effectiveness of the service. 

Also, when positions at the higher 
levels of authority are filled by new 
incumbents drawn from outside the 
service instead of by promotion from 
within, one of the strongest incentives 
to sustained and productive effort is 


removed from the entire group of em-° 


ployees in the lines of promotion lead- 
ing to the position in question. Such 
action is highly prejudicial to the idea 
of a career service, and can be fully 
justified only when no individual 
qualified to fill the higher posrticn can 
be found within the ranks cf the 
organization. 

Since very cogent reasons can be 
advanced both for and against irfiltra- 
tion of the public service with adzninis- 
trators from non-governmental fields, 
there seems to be no escape from the 
conclusion that any advance and 
exclusive decision which does nct rec- 
ognize contingencies is a potential 


danger to the welfare of the organiza- 
tion. However important it may be to 
foster career service in an organization 
and to protect it against encroachment 
from the outside, it cannot be per- 
mitted to preclude building into the 
organization the best material available 
for the accomplishment of the ends for 
which the organization was established. 


VIEWPOINT or NON- 
GOVERNMENTAL ADMINISTRATORS 


At this point it may be well to con- 
sider more in detail the reasons for the 
ineptness displayed by some new in- 
cumbents of positions at the higher 
levels of authority. Individuals who 
have attained to high rank and au- 
thority in the commercial or industrial 
world are not, as individuals, essen- 
tially unlike those in positions of 
corresponding rank in the public 
service. In general they are actuated 
by similar motives and ambitions, 
exhibit similar peculiarities and perver- 
sities of character, and respond in much 
the same manner both to leadership 
and to the lack of leadership. Yet the 
administrator who enters the public 
service from a non-governmental field 
may find adjustment to and assimila- 
tion into the organization seriously 
retarded, to say the least, both by his 
conception of the effectiveness of the 
procedures followed or of the efficiency 
with which the work of government is 
accomplished, and by his unfamiliarity 
with the objectives of the organization 
and the requirements of law upon 
which much of procedure is necessarily 
based. , 

The widespread lack of understand- 
ing of government organization and 
operation, augmented by the sarcasm, 
vilification, and ridicule often directed 
at the personnel in the public service as 
a means of currying favor with some 
portion of the citizenry, or for the 
purpose of obstructing the adminis- 
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tration of some measure designed to 
protect the public against fraud or 
misrepresentation but which interferes 
with the pursuit of private ends inimi- 
cal to the public interest, often leads to 
the assumption that the performance of 
public business would be facilitated to 
a great degree by elimination of sup- 
posedly useless “red tape” and the 
substitution therefor of likewise sup- 
posedly superior and more expeditious 
procedures of other large organizations. 
A keen but not unfriendly critic has 
pertinently expressed this pomt of 
view in the statement that in private 
enterprise there are always methods of 
operation, but in government it is red 
tape. 

The administrator from the outside 
who, without thorough exploration of 
the basis of existing procedures, at- 
tempts to speed up action by taking 
“short cuts,’ or who is unwilling or 
unable to subordinate his freedom of 
individual action to the common pur- 
pose which motivates the interaction 
of human relationships within an or- 
ganization, may readily come to be 
regarded as a liability instead of an 
asset. 

Necessary as it becomes at times to 
fill a vacant administrative position 
from some source outside the service, 
the uncertainties attendant upon this 
method of selection weigh heavily 
against any advantages which it has to 
offer. On the contrary, a firmly eş- 
tablished career service would make 
possible the development within the 


organization of a group of employees. 


trained in the successive phases of 
administration and offering a wide 
range of choice m the selection for 
assignment to a specific vacancy. 


© 
TRAINING OF ADMINISTRATORS 


The problem of training adminis- 
trators within the government service 
is one of grave concern, for which there 
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is as yet no generally accepted solution. 
The use of the “understudy” is perhaps 
the most common method of fitting an 
individual employee for advancement 
in the administrative line. He is ex- 
pected to gain in wisdom and under- 
standing through close association with 
an official of higher rank, and through 
the performance of such ‘assignments 
as may be intrusted to him. 

The effectiveness of this method of 
training may be open to question. 
It lacks the element of careful planning 
essentia} to any systematic course of 
instruction. ‘There is danger also that 
the understudy may not differentiate 
the weak from the strong in the ad- 
ministrative methods of his superior, 
with resultant imperfections in his own 
standards of attainment. Again, the 
understudy has a restricted oppor- 
tunity, particularly at the lower levels . 
of authority, to gain a comprehensive 
view of the field of administration 
which les outside the working unit to 
which he is attached. 

A carefully planned program for the 
development of administrators through 
the use of “trainees” offers certain ad- 
vantages over the understudy method 
of training. From among the possible 
candidates for placement in the service 
as trainees, selection should be made 
only of those who have special qualifi- 
cations and whose personal interests 
indicate an inclination or aptitude for 
administration. Through a series of 
special assignments the trainees are 
familiarized with all phases of admin- 
istrative work in one unit of the or- 
ganization, and are then successively 
transferred from unit to unit until 
finally they have mastered the proce- 
dures of all and have acquired a general 
perspective of the relations of any ne 
unit to each of the others and to the 
organization as a whole. At this 
point selection may be made of the 
most promising of the trainees for 
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assignment in the general admiristra- 
tive offices cf the organization where 
eventually they may be p=2rma- 
nently placed in positions of large 
responsibility. 

Another possibility of effecting im- 
provement which must not be over- 
looked, particularly in the older 
branches of the service, lies in the 
training of line administrators who, 
because of long tenure at definite levels 
of authority, have developed irregular 
habit patterns in their methods, or 
who, through lack of opportunity or of 
incentive have failed to keep abreast 
of recent progress in the field of 
administration. 

The appropriate method to be used 
in the training of line administzators 
must be determined in each case after 
consideratio:. of the attendant cir- 
cumstances. 
satisfactory results at one of the lower 
levels of responsibility may prove to be 
useless at a higher level. In one plan 
which has proved to be quite satisfac- 
tory, various methods were arranged 
in an ascending series corresponding to 
the several levels of responsibility, 
beginning with short, intensive study 
courses and ranging upward through 


A method which yields. 


formal study courses, group confer- 
ences, and discussion groups to in- 
formal lectures by outstanding author- 
ities on broad questions of management 
and general policy. 


RESULTS or CAREER TRAINING 


The results of placing the training 
of administrators on a career basis are 
obvious. ‘The prospect of a permanent 
career would increase the prestige of the 
service and attract to it a larger share of 
the ability and competence which the 
country affords. Career training points 
directly to lines of promotion, and 
promotion determines growth and 
progress. It is the sap of the organ- 
ization tree. 

Career training should raise the 
standard of administration to a parity 
with the responsibilities of the service; 
develop a group of potential adminis- 
trators broad of outlook and capable of 
undertaking new and difficult respon- 
sibilities; cause the entire personnel of 
the service to become more “adminis- 
tration minded”; improve the quality 
and effectiveness of line supervision; 
and firmly establish administration 
in the public service on a plane 
commensurate with the public interest. 
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The Personnel Survey 


By Josera Pors 


ITH increasing application of 

the survey technique to prob- 
lems of governmental administration, 
it is opportune to consider the nature 
and the value of a survey in so far as it 
pertains to the field of public person- 
nel administration. The markedly in- 
creased emphasis upon the importance 
of personnel as a determinant of the 
quality of governmental administra- 
tion has strengthened the trend towards 
the utilization of the personnel survey. 
Moreover, the general administrative 
survey has contributed to this trend by 
conclusively demonstrating that weak- 
nesses in organization and procedures 
are aggravated by unsatisfactory per- 
sonnel practices, and that the achieve- 
ment of far-reaching improvement in 
administration encounters a formidable 
obstacle in the form of inefficient 
personnel administration. 

In envisaging the nature of such a 
survey, we may regard it either as a 
comprehensive review of the éntire 
problem of personnel administration in 
a governmental agency, or as a special- 
ized study dealing with only certain 
phases of the problem. In the past 
the more restricted survey has been 
predominant and has generally dealt 
with those problems incidental to the 
development or revision of classifica: 
tion and compensation plans. Re- 
cently, however, there has been a 
tendency to make the more inclusive 
study which does not concentrate upon 
a few aspects of personne! administra- 
tion, but appraises or reviews existing 
practices and organization with the 
objective of either formulating a com- 
plete personnel program or disclosing 
possible improvements. 

Although the classification and com- 
pensation survey is essential and has 


made important contributions to the 
advancement of public personnel ad- 
ministration, It cannot serve as an 
instrumentality for effecting basic 
changes in all the constituent parts of 
a personnel system. ‘The very speciali- 
zation of a classification study definitely 
limits the purposes for which it may be 
utilized. Furthermore, such a study 
usually either presupposes or antici- 
pates the existence of certain personnel 
facilities. It is a fatuous procedure to 
expend considerable effort and money 
upon the development of classification 
and compensation plans unless definite 
provision is made for the systematic 
administration of such plans. 


WHERE THE SURVEY Is USEFUL 


This paper will not deal with the 
specialized personnel study, but will 
discuss the general survey, possessing, 
as it does, many more potentialities for 
fundamental progress in public person- 
nel administration. The following rep- 
resent some of the different sets of 
circumstances under which this type 
of survey may be employed: (1) where 


*there is no semblance of methodical 


personnel administration and it’ is 
sought to analyze existing conditions 
and develop an adequate personnel 
program; (2) where some form of 
systematic personnel administration 
exists but has proved ineffectual be- 
cause of certain weaknesses; the elimi- 
nation of which are desired; (3) where 
there is a highly organized public per- 
sonnel system which perhaps has re- 
ceived widespread recognition, but 
where either officials or interested civic 
groups seek an appraisal of the 
techniques and accomplishments of 
such a unit. 

The most profitable use of the per- 
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sonnel survey can unquestionakly be 
made under the first two sets of 
circumstances. However, the reader 
should not draw from this statement 
the implication that a survey of a well- 
established personnel unit is of little 
merit. On the contrary, suck a study 
brings the stimulation of an outside 
approach, dispels any tendency towards 
provincialism, affords support to needed 
changes sought by the personnel staff, 
and is conducive to the community’s 
increased appreciation of the acaieve- 
ments of the personnel unit. „Tke last 
mentioned result enhances the stebility 
of the personnel program by winning 
for it more extended public support. 
A survey of an active and reascnably 
effective personnel organization must 
necessarily lay much greater stress 


upon the minutiæ of the operating — 


procedures than the study of a situ- 
ation where personnel facilities are 
either meager or utterly lacking. Since 
the subsequent discussion is directed 
primarily to the latter, the approach 
differs from a presentation of the 
techniques employed in appraising a 
going personnel unit. : 
Looking upon the personnel survey, 
therefore, as a means for initiating a 
sound personnel program in & govern- 


mental agency, by whom should such a, 


survey be conducted? What are some 
of its distinguishing features? What 
are the results that may be derived 
from such an undertaking? What 
procedure is followed in its prozecition? 


CHARACTERISTICS OF SUEVEY 


It is manifestly preferable, -f not 
essential, that the survey be made by 
an outside agency entirely independent 
of the governmental unit concerned. 
The objectivity and candidness tkat are 
indispensable to the success cf such a 
project can rarely be secured if the 
study becomes a self-analysis by officials 
or employees of the agency. ‘Whatever 


their merit, the results of a study con- 
ducted by the agency’s own staff can 
hardly win as much public confidence 
as an Independent survey. Moreover, 
the technical competence called for by 
a personnel survey makes it almost 
essential to bring in persons thoroughly 
versed in the organization and proce- 
dural problems of public personnel 
administration. Apropos of this last 
point it should be understood that a per- 
sonnel survey is intrinsically technical 
in character and is not to be confused 
with superficial study of the problem. 
The survey seeks to make available 
a factual basis for future action, thereby 
equipping the advocates of sound 
personnel administration with some- 
thing more than merely lengthy tirades 
against the patronage system and loud 
praises for the merit idea in govern- 
ment. A personnel survey proceeds to 
ascertain the actual requirements of the 
particular governmental agency, with 
a view to developing subsequently a per- 
sonnel program that will be predicated 
upon a full appreciation of such needs. 
Regarding the objective of personnel 
administration as the recruitment of 
competent employees and their han- 
dling in a manner most conducive to the 
efficient functioning of the organiza- 
tion, the survey determines to what 


extent this objective is being attained - 


and how obstacles to its attainment 
can best be removed. The personnel 
survey tends to prevent the indiscrim- 
Inate acceptance of what has been 
established in other jurisdictions or the 
adoption of a plan that, while ingen- 
ious, may aggravate rather than im- 
prove ekisting conditions. Sincere but 
misguided attempts to establish effec- 
tive public personnel administration 
may well result in the, very conditions 
that the proponents of such measures 
have sought toremedy. As the field of 
personnel administration has become 
more technical in character, the need 
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for technical guidance has increased 
proportionately. 

The very essence of a personnel 
survey is opposed to a captious attitude 
or preconceived ideas as to findings and 
recommendations. The survey must 
be an open-minded endeavor to dis- 
cover the relevant facts, and with these 
as a basis, to develop recommendations. 
It accordingly requires the exhaustive 
gathering of the pertinent data, fol- 
lowed by capable, unbiased analysis of 
such information. Fragmentary data 
or purely office studies do not suffice for 
the purposes of such an analysis. The 
survey must utilize personnel question- 
naires, such personnel records as are 
available, financial records, and de- 
partmental reports; these in turn must 
be supplemented by field studies. 


CAREFUL PLANNING NEEDED 


The field studies give added assur- 
ance of a realistic approach and fill in 
those gaps that are found in a study 
made entirely in the office, regardless of 
the thoroughness which may have 
characterized the work. However, lit- 
tle may be derived from work in the 
field unless the investigator is reason- 
ably tactful and proceeds in accordance 
with a well-thought-out plan that 
conserves the time of himself and others 
and that avoids useless inquiries. 
Carelessness in this respect may result 
in eliciting worthless answers to ques- 
tions or may leave the official or em- 
ployee thoroughly convinced of the 
investigator’s naiveté. It is of par- 
ticular moment that officials who are 
interviewed feel that the initiation of 
the study is not in itself a criticism of 
the manner in which they have handled 
the personnel problem. The political 
ramifications of public personne! make 
many officials rather hesitant to discuss 
the matter frankly unless the investi- 
gator does a good job of “selling” the 
survey to them. 


The fact that personnel is of such 
widespread significance may, unless 
the survey is properly planned, cause 
the accumulation of a great deal of 
data not particularly pertinent to the 
problem. A preliminary evaluation of 
the different types of information must 
therefore precede the actual fact- 
gathering process, in order that those 
engaged in the survey may not only 
know what data are desired but also 
the general bearing of the individual 
items upon the problem under consid- 
eration. e The following paragraphs de- 
scribe various kinds of information that 
have proved useful in the course of past 
personnel surveys. 


ELEMENTS OF THE SURVEY 


One of the first steps in any personnel 
study is to ascertain what records and 
reports are available that will yield any 
of the required data; these in turn must 
be reviewed from the standpoint of 
completeness and accuracy. Pay rolls, 
personnel rosters, reports and records 
of personnel changes, and statements 
of expenditures or disbursements are 
illustrative of the possible sources of 
information that must be reviewed. 
Such an analysis not only expedites the 
other phases of the study, but is essen- 


* tial in order to determine the adequacy 


of the personnel record and reporting 
facilities of the governmental unit. 

An analysis of the structure and 
activities of the governmental agency 
is necessary in order to afford an ade- 
quate background for the survey. 
While undue detail should be avoided, 
on the other hand those making the 
survey must secure a perspective 
broad enough to enable them to inter- 
pret the personnel function in terms of 
the specific organization units and 
functions found in that agency. Par- 
ticular attention should be paid to any 
personnel unit that may have been 
established, and findings made as to 
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how well equipped it is to perform the 
functions intrusted to it. This analy- 
sis must be supplemented by a digest of 
the constitutional provisions, stacutes, 
or ordinances that in any way relate 
to personnel administration in the juris- 
diction: being studied. The absence of 
a civil service law does not obviate the 
need for such a digest, since prov_sions 
may nevertheless be found relating to 
methods of-appointment and removal, 
veterans’ preference, salary rates and 
manner of payment, personnel records, 
retirement, and so forth. Familiarity 
with such legal restrictions is also of 
imestimable value in later formulazing a 
personnel program; recommendations 
are of little merit if they reflect ig- 
norance of constitutional or legis_ative 
provisions that deal with or affect pub- 
lic personnel administration. 

The survey should gather daza on 
the number, the distribution, and the 
turnover of employees, and the amounts 
expended for personal services as re- 
lated to other expenditures. The sta- 
tistics should cover an extended period 
of time, so that comparative analyses 
may be made. While trends in salary 
expenditures and numbers of persons 
on the public pay roll are of signifi- 
cance, it 1s of special importance to dis- 
cern fluctuations in these items and 
determine whether they are due to 
seasonal, political, or other causes. 
Similarly, the survey should disclose 
whether the rate of turnover is one 
consistent with efficient and economical 
operation. 

Comparison of the numbers o? em- 
ployees with those in similar units of 
other governmental agencies may yield 
findings as to the effectiveness cf the 
personal services secured by the gov- 
ernmental agency being studied, since 
the standard of personnel administra- 
tion tends to be reflected in the size of 
the staff required to perform any func- 
tion. However, this type of analysis 
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involves many variables and therefore 
requires very skillful handling lest it re- 
sult in fallacious conclusions that might 
cast disrepute upon the entire study. 
Any appraisal of the manner in 
which the personnel function is being 
administered must obviously give con- 
siderable weight to the type of em- 
ployee found in the service. As al- 
ready indicated, the qualifications of 
those included on the public pay roll 
are a major index of the efficacy of any 
personnel system. General statements 
as to the competency of the govern- 
mental agency’s staff cannot suffice for 
purposes of a survey. It is imperative 
that the duties of representative posi- 
tions be defined, and that the training 
and experience of the incumbents of 
such positions be appraised in the light 
of those qualifications that are un- 
questionably necessary for the effec- 
tive discharge of such duties. Such an 
evaluation should consider the stand- 
ards observed in private and other 
public organizations, particularly those 
known for efficient administration. 
From tabulations on age, education, 
previous occupational listing, and years 
of service of all employees, the survey 
can arrive at valuable findings as to 
whether persons enter the service 
early in their vocational life or after 
they have failed in other pursuits, edu- 
cational level of the staff, continuity of 
service, and extent to which super- 
annuated employees are carried on the 
pay roll. Analysis of the correlation 
between some of these items should 
indicate whether the more highly 
trained or experienced person remains 
in theservice or whether heregards it as a 
mere stop-gap to be relinquished as soon 
as other openings present themselves. 


RECRUITMENT, PROMOTION, AND 
REMOVAL OF EMPLOYEES 
The survey/must afford a complete 
presentation of the practices and proce- 
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dures employed in the recruitment of 
personnel. The mere absence of a 
formal personnel unit, with the re- 
sultant unrestricted appointment by 
elected or appointed officials, is not 
sufficient justification for concluding 
that persons are employed without any 
reference to qualifications for the posi- 
tions concerned. One may even dis- 
cover that the patronage office of a 
political machine is making a crude 
effort to assure minimum qualifica- 
tions, or it may be found that appoint- 
ments to various technical positions are 
not regarded as part of the patronage 
prerogatives of the party organization. 
Similarly, certain departmental per- 
sonnel facilities may exist, and mini- 
mum standards and examining tech- 
niques may be employed, even where 
there is utterly lacking any statute or 
ordinance providing for the merit sys- 
tem. On the other hand, the presence 
of such legislation may be accompanied 
by a thorough spoils approach to the 
problem of recruitment that is diamet- 
rically opposed to the intent of the law. 

Careful study must be made of the 
methods of applying for positions, the 
prescribed minimum standards, the 
practices employed in rating appli- 
cants, and the actual appointment pro- 
cedure. If examining devices are used, 
they must be analyzed from the stand- 
point of their efficacy in sifting out 
qualified persons. ‘The survey should 
determine what efforts, if any, are 
made to attract qualified persons into 
the service, what residence restrictions 
are observed, and the degree of pres- 
tige that is enjoyed by the, public 
service in the community being studied. 

Once an employee is recruited into 
the service, what is done to appraise 
his work, make adjustments im the 
form of transfers, suspensions, or 
removals, and recognize meritorious 
service through salary increments or 
promotions? Ifa rating system is em- 
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ployed, the survey should ascertain 
whether it yields reasonably satisfac- 
tory indices of the quality of service 
rendered by the employees or whether 
it is a meaningless procedure followed 
as a matter of tradition. Are promo- 
tions and salary increments made on 
the basis of seniority, political consid- 
erations, or ability as demonstrated by 
past service or some form of examina- 
tion? It may be found that promo- 
tions are relatively few and that the 
higher positions are generally filled by 
appointments from the outside. 

Another question calling for answer 
is the extent to which suspensions and 
removals represent attempts to correct 
instances of misconduct or unsatisfac- 
tory services, as distinguished from 
causes extraneous to the work of the 
employee. Likewise, it should be de- 
termined whether the elimination of 
less competent employees is a regular 
occurrence, or whether employees are 
permitted to remain on the pay roll 
regardless of the quality of their work. 
The survey should find whether trans- 
fers are actually used as a tool of per- 
sonnel administration, or whether they 
are made only upon the request of the 
employee. 

The survey should ascertain how 
esystematically the classification and 
compensation of employees are handled. 
Has a complete classification plan in- 
cluding job specifications been pre- 
pared, and if so, how adequately does 
it meet the organization’s require- 
ments? Are titles of positions actually 
indicative of the duties being per- 
formed, or is little attempt made to 
relate them to duties? What facilities 
are there to revise classifications in 
accordance with changes in the duties 
of positions? í 

Similarly, the survey must examine 
into salary rates and determine whether 
they constitute a sound and equitable 
salary plan, or whether they bear no 
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relation to types of work but represent 
piece meal determinations rather than 
an integrated salary schedule. The 
survey must also find upon what basis 
salary advances are granted and what 
provision is made for revising tke salary 
schedule in accordance with changes in 
cost of living or other pertinent factors. 


TRAINING AND ATTENDANCE OF 
, EMPLOYEES 


The emphasis upon in-service crain- 
ing as an intrinsic phase of personnel 
administration calls for its considera- 
tion m a personnel survey. Some 
form of such training will usually be 
encountered in any large agency, but 
it is ordinarily restricted to the instruc- 
tion of special groups of employees, 
such as fire, police, and institutional. 
The survey should appraise the effec- 
tiveness of whatever employee training 
is being carried on, and point out the 
manner in which it may best be ex- 
panded and developed as an impcrtant 
factor in not only instructing employees 
in their present duties but also prepar- 
ing them for assumption of greater 
responsibilities. The relationships be- 
tween in-service training and the adult 
educational activities in the community 
come within the scope of such an 
evaluation. 

The handling of vacations, sick 
leaves, and hours of work is of more 
importance than is frequently at- 
tributed to it, since inadequate con- 
trol of attendance is a costly condition 
in any enterprise, whether it be publie 
or private. A personnel survey must 
therefore ascertain whether these mat- 
ters are governed by uniform provision 
or whether they are entirely dependent 
upon the superior officer. 


e 
ANALYSIS AND RECOMMENDATIONS 


The gathering of information cf the 
type indicated above is, of course, only 
the initial phase of a personnel survey. 


Regardless of the thoroughness and the 
accuracy with which such information 
has been collected, it is of no moment 
unless it is subjected to competent 
analysis. It means little to complete 
an exhaustive task of fact finding and 
then proceed to prepare statements of 
findings and recommendations on the 
basis of superficial or biased analysis. 
The factual data must be analyzed 
with due consideration to the general 
conditions prevailing in the community 
and the standards and experiences of 
other governmental agencies, bearing 
in mind at all times that there are 
no absolute criteria which can be 
used. 

After completion of the findings of 
the survey, a presentation of recom- 
mendations must be developed. These 
recommendations must not be dis- 
jointed, but should constitute a com- 
prehensive and codrdinated personnel 
program for the governmental agency. 
The basic task of those conducting a 
survey may be defined as the formula- 
tion of a personnel program that is 
technically sound and at the same time 
meets the requirements of the specific 
governmental agency concerned. In 


-order to accomplish this, purely tech- 


nical knowledge must be tempered with 
an appreciation of the needs of the 
community and a sense of realism as to 
how these needs can best be met. 

In developing a personnel program 
if is frequently necessary to think in 
terms of two sets of recommendations: 
those that constitute a plan that can be 
placed in operation immediately, and 
those that must be regarded as ultimate 
rather than immediate objectives. A 
survey does not fulfill its responsibil- 
ities if it leaves the community with 
a program that, while* of unusual ex- 
cellence, cannot possibly be secured in 
the near future. The more practical 
approach calls for the presentation of a 
program that can be made the subject 
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of immediate action, together with 
a more comprehensive program, the 
adoption of which may require an ex- 
tended period of time. However, in 
certain instances it may be entirely 
feasible to present one complete pro- 
gram which it is reasonable to expect can 
be made a reality in the near future. 


Maxine THE Survey EFFECTIVE 


The statement of the factual material 
and presentation of the findings and 
recommendations do not in themselves 
constitute a complete survey report. 
These should be supplemented by 
drafts of the statutes or ordinances that 
will be necessary in order to place the 
personnel program in operation. ‘The 
drafting of such measures requires 
legislative draftsmanship of a high 
order, and if done poorly it may result 
in serious imperfections in the program 
subsequently adopted. Moreover, if 
the survey makes available the drafts 
of the required measures it thereby 
expedites the work of securing passage 
of such legislation, since then the pro- 
ponents of the personnel program need 
not expend considerable effort upon the 
preparation of bills but may proceed 
immediately with their efforts to secure 
enactment of such measures. 

An important error that a survey ° 
must guard against is presentation of 
findings and recommendations in an 
unduly technical or dull manner. 


However thorough the survey report, 
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its usefulness is greatly impaired if it is 
worded in such a manner as to dis- 
courage its perusal by other than 
the personnel technician. ‘The report 
should be written in a dynamic fashion 
that makes its content readily under- 
standable by the lay reader and that 
arouses his interest. Since relatively 
few persons will ordinarily take the 
time to read the entire report, it is 
feasible to present a concise summary of 
the report which can be made generally 
available throughout the community. 
In canelusion, the personnel survey 
represents an effort to attain govern- 
mental improvement through the proc- 
ess of fact finding, analysis, and plan- 
ning, by persons trained and experi- 
enced in the techniques of public 
personnel administration. It imple- 
ments the advocates of better govern- 
ment personnel, whether such persons 
be officials or private citizens, with a 
detailed statement of existing condi- 
tions and specifications as to future 
action. While serving this purpose, 
the personnel survey at the same time 
assists in correcting distorted concepts 
of the merit system and frequently 
brings about immediate improvements 
in the personnel procedures and records 
of the governmental agency. As at- 
tempts are made to translate the pres- 
ent merit movement into tangible 
action in particular units of govern- 
ment, the personnel survey will un- 
doubtedly be utilized increasingly. 
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Public Personnel Agencies 


By OLIVER C. SHORT 


HE Federal Civil Service Law 

passed in 1883 was the first merit 
system act «enacted in the United 
States providing for a formal system of 
centralized personnel control in a unit 
of governmént. Subsequent to that 
time laws have been passed in 10 
states and city ordinances have been 
adopted in 325 cities of a population of 
25,000 or over, and in a number of 
smaller municipalities, counties, and a 
few separate political units. 

These laws and ordinances have, in 
the main, been- modeled after the 
Federal Law in so far as the spirit of the 
laws and their purposes are concerned, 
They are all designed to stamp out or 
to mitigate the effects of spoils prac- 
tices in the selection, retention, and 
separation of government employees. 
‘They propose to do this in the first 
instance by requiring that the selection 
of public employees be made from 
eligible lists impartially prepared as a 
result of open, free, and competitive 
examinations. These are supposedly 
designed to be practical and so con- 
structed and so conducted as to test 
fairly the qualifications of those seeking 
appointment to perform efficiently the 
duties of the positions to be filled. 

In the second place, the laws gen- 
erally provide for the retention of 
government employees on evidence of 
successful and meritorious service. 
They set up barriers against the re- 
moval of employees for political or 
religious affiliations or beliefs, or for 
any reason except the good of the 
service. Some of the laws provide 
that prompt ways and means shall be 
found to remove those employees who 
have grown indolent, careless, ineffi- 
cient, insubordinate, or otherwise unfit 


to remain in the service. In not afew 
places the laws provide for an equable 
retirement system applicable to those 
who have become disabled for effective 
service due to age, infirmity, or 
disability. 

Even though the laws and ordinances 
are almost uniform in their provisions 
for a businesslike, common sense 
handling of the personnel in the various 
units of government, the provisions for 
accomplishing this and the mechanics 
of administration vary greatly. In 
each of the larger jurisdictions a sep- 
arate governmental agency is estab- 
lished to administer the law. This 
agency is commonly called a Civil 
Service Commission, although in some 
jurisdictions variations in name have 
been adopted, without any variation, 
however, so far as functions are con- 
cerned. The following variations in 
designations may be noted: in Wiscon- 
sin, the Personnel Board; in St. Louis, 
the Efficiency Board; in St. Paul, 
the Civil Service Bureau; and in 
Maryland, the State Employment 
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Commission. 


COMPOSITION AND STRUCTURE 
or AGENCIES 


‘The composition and structure of the 
agencies vary even more widely than the 
name. Some of the notable variations 
may be mentioned. 

In the Federal Government, the 
members of the administrative agency, 
known as commissioners, are three in 
number, appointed by the President of 
the United States for unlimited terms, 
confirmed by the United States Senate; 
they devote full time to the duties of 
the office, and are salaried. 

In New Jersey the number is five. 
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The commissioners are appointed by 
the Governor and confirmed by the 
Senate for terms of five overlapping 
years. They meet periodically or on 
eall at the office of the Commission, 
and each has general oversight over 
the functioning of the law in an allotted 
section of the State. 

In California the Commission con- 
sists of five members, appointed by the 
Governor and confirmed by the Senate 
for ten-year overlapping terms, at $15 
a day for service to the Commission’s 
duties. l 

In Illinois the number is three. 
The members are appointed by the 
Governor and confirmed by the Senate 
for six-year overlapping terms. The 
Commission consists of a president and 
two associates, none of whom devotes 
full time to the office, but the president 
receives the greatest compensation and 
devotes more time to the duties of the 
office than either of the associates. 

In Ohio the number of commis- 
sioners istwo. ‘They are appointed by 
the Governor and confirmed by the 
Senate for four-year overlapping terms. 
They receive equal compensation and 
devote full time to the duties of the 
office. 

In Wisconsin the members are two 


in number, appointed by the Governor ° 


and confirmed by the Senate for a 
term of six years, and are paid a per 
diem up to a small annual compensa- 
tion which limits their service tora 
part-time basis. 

In Maryland there is only one com- 
missioner, appointed by the Governor 
without Senate confirmation for a 
six-year term. He devotes full time 
to the duties of the office. 

In municipalities, counties, and other 
political units in which merit system 
laws have been adopted, the commis- 
sion usually consists of an odd number 
of members, three or five, appointed by 
the chief executive of the jurisdiction 
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for overlapping terms, who are paid a 
per diem or serve without compensa- 
tion, and meet at stated times or on 
call or both. Two notable exceptions 
are St. Paul where the Commissioner is 
also City Comptroller, and Pueblo, Col- 
orado, where the three commissioners 
are elected by popular vote. 

On some of the commissions there 
are women members. Among the 
commissioners throughout*the country 
are found lawyers, doctors, dentists, 
engineers, ranchmen, insurance men, 
real est&te men, newspaper men, men 
from a variety of other businesses and 
professions, retired and reserve Army 
officers, present and past government 
employees and officials, white and 
colored, Jews and Gentiles, Protes- 
tants and Catholics, veterans and 
non-veterans. Some commissions are 
by law bipartisan, others partisan, and 
others supposedly nonpartisan. 

The usual requirement for member- 
ship on a commission, except a political 
consideration where this is required by 
law or is the practice, is a person of 
ability and integrity, and sympathetic 
toward the merit system. 


JURISDICTION AND MECHANICAL 
PRACTICES 


The jurisdiction of the State Com- 
missions in New Jersey and Massa- 
chusetts extends to political subdivi- 
sions of the State that adopt the merit 
system. In New York and Ohio the 
State Commissions supervise the op- 
eration of the system in political 
subdivisions of the State that adopt the 
system. In all the other states the 
control and the supervision both are 
limited to the purely state agencies. 

The number of eligibles certified by 
the commissions, from among whom 
appointment to the service must be 
made, varies from one (the highest on 
the list) to the entire list of those who 
pass an examination; the three highest 
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on the list being the most general 
practice. Some commissions exkaust 
entire eligible lists before establishing 
and using additional lists; others hold 
regular periodic examinations, espe- 
cially for the active classes of positions, 
and consolidate resulting lists in order 
of percentage standing. The proba- 
tion period of appointment ranges rom 
thirty days to one year. Removals for 
cause range‘from the submission of a 
formal letter by the department read 
preferring the charges, to action bry the 
commission following formal ‘hezring 
with attorney representation. 


Success AND FAILURE In ALL 
TYFES 


Many other purely mechanical prac- 
tices of the commissions vary as widely. 
A survey of the commissions, therefore, 
reveals conclusive evidence that it is 
not the compasition of the commission, 
the method of appointment of com- 
missioners, their term of officz, zheir 
salaries, the jurisdiction they embzace, 
or the purely mechanical features of 
administration, upon which success or 
failure of performance depends. In so 
far as measuring devices are recog- 
nized for performance of pezscnnel 
agencies, successes and failures, su- 
perior results and mediocre results, 
have been noted in each type of agency. 

There are personnel agencies that 
operate under a classification and 
compensation plan rather highly re- 
fined, that appear to be dcing no 
better recruiting than other agencies 
that use the old type of certificetion 
from appropriate eligible lists. Rec- 
ords show instances of less juggling 
with eligible lists in making appoint- 
ments where the number certified is 
greater than three than in some places 
where the number is three cr less. 
There is greater satisfaction throughout 
the service and better discipline among 
the employees in some places where 
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dismissed employees have the right of 
appeal with formal hearing than where 
dismissal is purely informal, and there 
are instances where the reverse is true. 
Perhaps because of a well-defined 
orientation and training program in the 
other agencies of the government unit, 
some Civil Service Commissions show 
greater evidences of successful recruit- 
ing by use of a general testing program 
than others that adhere to rigid 
specialized tests. 

There are instances where the hand- 
ling of the judicial functions, such as 
hearings, appeals, and complaints, by 
an agency outside the Civil Service 
Commission seem to work well and 
serve to strengthen rather than weaken 
the administration of the merit system; 
on the other hand, there is adequate 
evidence that such functions should 
be part of the duties of the Civil Service 
Commission. Some commissions have 
not gone beyond efforts to mitigate 
spoils practices and to thwart the poli- 
ticlans; others have engaged in de- 
partmental organization, programs of 
training, and plans for economy. 


INTEREST IN CENTRALIZED 
PERSONNEL CONTROL 


To the student there appears evi- 


“dence of an awakening interest in 


centralized personnel control as an 
essential feature of successful govern- 
ment administration. This awakening 
interest has been especially marked 
during the past few years. Advocates 
of centralized personnel control are 
convinced that personnel administra- 
tion is on the eve of a new day, that the 
work that has been done and is now 
being done is purely frontier work, and 
that from now on there must be a 
scientific approach to the subject by 
positive, constructive, creative, and 
technical application of its principles. 

In so far as published data are con- 


cerned, the proposed administration for 
é 
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centralized personnel control tends 
toward the creation of separate govern- 
mental agencies similar to those already 
in existence. 
merely the passing of a law or the en- 
actment of an ordinance and the estab- 
lishment of a personnel agency is not 
all that is required for correct personnel 
administration. As a matter of fact 
there is evidence to show that in some 
jurisdictions that do not have a separate 
personnel agency, there is better and 
more effective handling of the personnel 
than in some of the jurisdictions that 
do have central personnél control. 
Manifestly, in such places the govern- 
ment administrators argue vehe- 
mently for a status quo, legislative 
bodies are slow to act, and the advo- 
cates of a merit system are somewhat 
lethargic. 


EXTENSION OF THE MERIT System 


These instances are not an argument 
against the establishment of a central 
personnel agency, but they are an 
argument for improvement of admin- 
istration of the merit system laws and 
ordinances that are enacted. In large 
units of government, spoils practices 
have been almost universal until the 
merit system has been adopted. There 
is no reason to believe that the situation 
in the future would be different, and 
even though here and there there is 
good personnel administration without 
a personnel agency, there is little 
reason to believe that such conditions 
would exist very long. 

It may be accepted, therefore, as the 
first fundamental, that the merit 
system should be extended to govern- 
mental units that do not now have one. 
Economy alogpe will sooner or later 
show the value and common sense in 
businesslike personnel control. There 
may be a line, perhaps not well defined, 
where the commission form should be 
replaced by a single administrator; 

& 


It is clearly evident that 
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maybe the basis is population, terri- 
tory, complexity of service; maybe 
there is no basis upon which a differen- 
tiation exists. Certainly there is no 
political unit so small but that a per- 
sonnel administrator could be effective. 


PUBLIC OPINION 


A movement for a general extension. 
of the merit system must be predicated 
upon an enlightened public opinion. , 
Advocates of the merit system learned 
a long while ago that the publie 
at largé is not conversant with either 
the principles or the practices under- 
lying correct personnel control. The 
average person “on the street” is prone 
to criticize any and all features of 
personnel administration and to rele- 
gate its functioning to a routine record 
keeping procedure, and its perform- 
ance, at best, to keeping good politi- 
cians in office and bad ones out. The 
adoption by the National League of 
Women Voters of the merit principle 
for units of government as one of its 
current objectives is very encouraging. 
It is to be hoped that similar national 
organizations will take up the cause of 
the merit system as one of their objec- 
tives and disseminate the merit system 
idea to their membership, and through 
their membership to the public at large. 

The extensive research made by the 
Commission of Inquiry on Public 
Service Personnel and the lucid presen- 
tation of its findings have done much 
to awaken public sentiment for the 
merit system and to crystallize public 
thinking. ‘The establishment and man- 
ning of a headquarters office of the 
Assembly of Civil Service Commissions 
of the United States and Canada, with 
field contacts bemg made by the staff 
members, and the publie distribution 
of personnel literature are further 
popularizing the system. The inclu- 
sion of general courses of public ad- 
ministration and specific courses in 
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personnel administration in the cur- 
ricula of so many educational institu- 
tions throughout the country is turning 
the minds of thousands of young men 
-and women toward government work 
as a career, with the natural concept 
of appointment and retention on merit. 

Neither the chief executive nor the 
legislative body of a jurisdiction can be 
expected to be enthusiastic toward the 
enactment of merit system laws with- 
out a pronounced public sentiment for 
the system. On the other hand, no 
system can be expected to function 
well in a jurisdiction where the chief 
executive and the legislative body are 
in opposition to the system. It is 
almost beyond conception to expect a 
commission or an administrator ap- 
pointed by the chief executive and 
confirmed by a branch of the legislature 
to enforce adequately a law in opposi- 
tion to or in defiance of the same ap- 
pointing authorities. A merit system, 
therefore, has a greater chance for 
successful administration—and evi- 
dences are plentiful to prove it—where 
the chief executive and the legislature 
are friendly. 


STATUS OF THE PERSONNEL AGENCY 


The personnel agency, however con- | 


stituted, should be a part of the gov- 
ernment, not an extra- or super- 
governmental agency, if equity of 
functions is to be expected and undue 
friction avoided. The head of the 
personnel agency should be on a parity 
with the heads of the other major 
governmental agencies, and not over 
them. The place of the personnel 
agency should parallel that of such 
over-all agencies as the central pur- 
chasing agency, the budget authority, 
andsthe legal department. 
Furthermore, no central personnel 
agency can handle equably all the 
problems usually comprehended in a 
well-rounded personnel program. Ef- 
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forts to take away from the depart- 
ments and other agencies the adminis- 
tration of a large number of personnel 
functions cannot hope to be met with 
other than resistance and resentment. 
In the past, the personnel agencies have . 
been the losers in struggles of this kind. 
The personnel agency should, how- 
ever, be the codrdinating and guiding 
agency for the entire personnel pro- 
gram. In such a capacity the central 
personnel agency would be welcomed 
by the heads of other departments and 
agencies, and a complete program of 
personnel administration could be real- 
ized instead of just a partial or divided 
program. The appointment of quali- 
fied personnel men or women in the 
various major departments to handle 
the local personnel problems, which 
can be more effectively handled in each 
department than they can be centrally, 
would remove much friction between 
the personnel agency and the other 
administrative departments. ‘These 
personnel officers with a technical 
administrator of the Civil Service 
Commission should constitute a coun- 
cil that would frequently meet in con- 
ference under the leadership of the 
representative of the Civil Service 
Commission to correlate, codrdinate, 
clarify, and regularize all personnel 
practices of the unit of government. 
The tendency as evidenced by per- 
sonnel literature and by the revised 
ot rewritten laws of three states in 
which the laws have been recently 
overhauled, is toward a lay, nontechni- 
cal commission on a part-time basis, to 
serve as a policy determining and 
contact agency, and to handle the 
quasi-legislative and quasi-judicial func- 
tions of the personnel, agency. The 
administrative functions, including all 
matters of a technical and scientific 
nature, are vested in a chief adminis- 
trative officer, technically tramed in 
personnel administration and versed in 
s 
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the technique of personnel relation- 
ships in a governmental agency. The 
evidences of successful performance in 
those jurisdictions where such a divi- 
sioh of functions exists lead to the 
belief that this move is in the right 
direction for the best type of personnel 
administration. 


SCOPE AND RECRUITING PRACTICE 
OF COMMISSIONS 


The necessity for a technically 
trained staff on a Civil Service Com- 
mission cannot be overemphasized. 
Merit system admiīnistration in its 
technical phases has not kept pace with 
the rapid growth and the urgent per- 
sonnel needs of the units of govern- 
ment. Unless the personnel agency 
can adequately furnish the agencies of 
government with the administrative, 
technical, and scientific help which 
meet their needs, it is not fulfilling 
its entire function; and in so far as it 
fails to do so, its place is weakened. 
This leads logically to the conviction 
that the scope of the jurisdiction of the 
personnel agency should be extended 
to embrace the higher bracket posi- 
tions. One of the chief criticisms 
aimed at Civil Service Commissions is 
on the score of the large number of 
exempt positions in the higher salary 
brackets. 

The credence placed in the formal 
assembled tests used by Civil Service 
Commissions for recruiting purposes is 
greater than the results justify. There 
is no unchallenged evidence that as a 
result of the usual formal assembled 
written tests, eligibles are listed in order 
of fitness, or that there are not a large 
number of persons failed who are 
equally as well qualified as those who 

ass. 

The so-called unassembled examina- 
tion which has been accepted as an 
expedient by the Federal Civil Service 
Commission because of the widespread 
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geographical distribution of applicants, 
and by state and municipal commissions 
when it has been found necessary to open 
competition to trained persons outside 
the political jurisdiction, should assume 
a greater placein the recruiting program. 
Under this plan it is mandatory to rate 
the applicants upon their educational 
and experience fitness for the positions 
for which they are being examined. 
It is also essential to make careful 
checks of the statements of education 
and experience, and to establish means 
of securfng unbiased references from 
persons other than those submitted as 
reference by the applicant. The mere 
checking of references given by the 
applicant himself is a waste of time, 
and on the face, a ridiculous procedure. 

A closer understanding and coépera- 
tion among the several personnel 
agencies throughout the country would 
effect a higher regard for the system. 
In more than one place in the country, 
the Federal, the state, and the city 
commissions hold tests separately for 
the same classes of positions, often in 
the same examination space, appealing 
to the same clientele, only a few days 
apart, and make up eligible lists con- 
taining the same names. Federal and 
state, Federal and city, and state and 


“city employees work in the same or- 


ganization, often in the same room, 
even at the same desk, at different 
rates of pay, different work hours, and 
with different leave privileges. Diffi- 
cult administrative problems neces- 
sarily arise which, for the good of the 
service and the highest repute of the 
system, should be eliminated. 


CONCLUSION 


An effort has been made to show that 
it is not the usual outward features of 
organization or practices that account 
for success or failure in personnel ad- 
ministration. There is no commission 
that is wholly good and none that is 
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wholly bad. A few have had a con- 
sistently better record throughout their 
existence than others have. There is 
none but that has had its peaks and its 
valleys in performance and public 
acceptance. 

Probably no one type of agency is the 
best type. for universal adogi.:on. 
Population, area, or comyexity of 
governmental problems may be the 
factor upen which should be deter- 
mined the type of agency to be adopted. 
No sharp line of demarcation based on 
any recognizable factor may txist. It 
may be revealed by experience that an 
entirely new approach must be made 1^ 
centralized personnel control b- . ¢ its 
greatest possibilities and value will be 
realized. l 

Perhaps it is the spirit of the thing 
rather than the form that matters 
most. Less dogmatism, more human- 
ity; less dictation, more coöperation; 
less guesswork, more research; less 
inclination to try how not to do some- 
thing, more effort to find ways to do it; 
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less red tape, more direct approach; 
less negative action, ‘more positive 
constructive action; less commitment 
to form, more adherence to the 
spirit. Personnel administration is a 
socio-economic program, and is design- 
edly an asset to orderly governmental 
administration. 

A traveler stopped by the road- 
side where three men, dressed alike, 
equipped with the same tools, were 
dressing the same size and shape of 
stone. To one he said, “What are 
yo. doing?” Reply, “Chipping this 
stone.” To a second he asked, “What 
are you doing?” Reply, “Shaping 
this stone to fit in that wall.” To the 
third he said, “And what are you 
doing?” To which he replied, “Build- 
ing a great cathedral.” 

One personnel administrator is rating 
a batch of examination papers; another 
is certifying an engineer to the Highway 
Department; but the third is an 
essential, mtegral part in a great 
government. . 
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A New Emphasis in Personnel Administration 
By Gorpon R. CLAPP 


HE expansion of governmental ac- 
tivities and the increase in person- 
nel in government service in almost all 
jurisdictions has thrust new and heav- 
' jer responsibilities upon personnel ad- 
ministration. The application of new 
methods of attack to the solution of 
modern national problems has put a 
severe test to those who deal with 
problems of personnel. It is the 
unique task of personnel administra- 
tion not only to find competent men 
and women capable of discharging 
these responsibilities of government 
with vigor and intelligence, but also to 
assist in creating a work environment 
that will fully utilize the human abili- 
ties and resources of the public service. 
Reasonable success in this task is the 
supreme test of good administration. 
Virile morale, creative thinking, a free 
flow of workable ideas, honest effort, 
and loyalty to high ideals of public 
service—establishment of these char- 
acteristics of an organization is a re- 
sponsibility of major concern to the 
personnel agency. 

There are two major media through 
which this problem can be attacked in 
a constructive way. One is the organi- 
zation structure in which employees 
work. The other medium is found 
in the independent associations and 
union organizations of employees. 
Through each of these organized chan- 
nels, staff, executive, and rank-and-file 
personnel make their contributions to 
the service and to their collective well- 
being. l 

It is the purpose of this chapter to 
suggest that in the study and solution 
of organization problems and in the de- 
velopment of codperative relationships 

® 


between supervisors and employees 
through reliance upon independent 
employee organizations, personnel ad- 
ministration finds a unique opportu- 
nity to improve the public service. 


PERSONNEL ADMINISTRATION AND 
ORGANIZATION STRUCTURE 


One of the most difficult problems of 
administration is the task of organiz- 
ing the various functions, duties, re- 
sponsibilities, and relationships which, 
taken together, comprise the total 
working expression of the agency 
which the personnel administrator 
serves. ‘The personnel officer is obvi- 
ously concerned with the internal or- 
ganization of his own staff and the 
various units through which the per- 
sonnel job is performed. ‘That con- 
cern Is an inherent part of his official 
responsibility as an administrative 
officer. But the problems of organiza- 
tion which confront the personnel offi- 
cer in his own official sphere also face 
the head of every other administrative 
‘unit with whom the personnel agency 
is officially associated. With the in- 
creasing complexity and variety of 
specializations, techniques, and sub- 
ject matter, and the normal but rapid 
expansion of the scope of governmental 
activities, public administration has 
become a field of specialization per se. 
With this development, there is cre- 
ated an opportunity and a responsi- 
bility for the personnel agency to be of 
special service in the study and solu- 
tion of organization problems. ‘Fhe 
personnel agency can render this serv- 
ice most effectively by expanding its 
responsibilities in dealing with prob- 
lems of job classification. 
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What is the basis upon which per- 
sonnel administration assumes a re- 
sponsibility in this field? It is trite to 
point out that unless careful and con- 
stant attention is focused upon prob- 
lems of organization, the machinery of 
administration may become crystal- 
lized and yested with a sanctimony 
that has little or no justification when 
appraised in the light of the work to be 
performed*or the changes, expansions, 
and contractions of program character- 
istic of almost any modern public 
administrative agency. Organization 
structure is essentially a flexible defini- 
tion of program, responsibilities, au- 
thorities, duties, and relationships. 
In working practice, it is a graphic 
guide informing each employee of the 
extent and degree of his responsibility. 
It portrays to him the channels and 
resources at his disposal, above, below, 
and around him, which can and should 
be utilized in the performance of the 
work. 

Without a reasonable degree of 
clarity in the general and specific 
understanding of the structure of the 
organization in which they function, 
employees may find themselves lost in 
a maze of conflicting jurisdictions, 
contradictory instructions and assign-, 
ments, duplication of effort, gaps of 
authority, and general confusion. 
Employees possessed of initiative and 
capable of intelligent thinking may be 
present in abundance, but without a 
reasonably clear understanding of 
“how the wheels go around,” their 
efforts frequently turn into waste mo- 
tion or fall short of producing any 
practical effects beyond their own 
desks. Or still worse, lack of clarity in 
organization plays into the hands of 
the personally ambitious employee or 
the internal politician who devises il- 
logical ways of exerting influence and 
of getting things done without regard 
to the complete and well-rounded re- 
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sult that should flow from a well-organ- 
ized enterprise. 

These are some of the problems that 
the administrative officer must face. 
The engineer, the lawyer, the public 
health officer—in short, the profes- 
sional specialist—when called upon to 
assume administrative responsibilities 
must avail himself of a body of knowl- 
edge relating to the techniques and 
principles of public administration if 
he is to be effective in the field of his 
special subject matter. The adminis- 
trative problems which confront him, 
the problems of organizing the efforts 
of his subordinates, are related to but 
are not of his particular professional 
field. As a result, it has become evi- 
dent that staff assistance in the solu- 
tion of organization problems is in itself 
a function that must be developed as a 
part of the management service of a 
large governmental agency. 


Errecrs or FAULTY ORGANIZATION 


The way in which these problems of 
organization are dealt with has a very 
important bearing upon the effective- 
ness of the personnel agency in the per- 
formance of its traditional services of 
recruitment, selection, and placement 
of personnel. If the structure of the 
organization in which these employees 
are placed is faulty, the human re- 
sources of the enterprise will not be 
used effectively, and to that extent the 
Service of the personnel agency will be 
nullified. Through the knowledge of 
human abilities which the personnel 
agency acquires in the performance of 
its usual functions, it prepares itself for 
an effective service in assisting in the 
study and solution of organization 
problems. A strong program of per- 
sonnel administration must assume a 
major responsibility in dealing with 
these problems. 

The personnel agency is drawn into 
these problems in a very natural way. 


A New EMPHASIS IN PERSONNEL ADMINISTRATION 


The personnel agency that is empha- 
sizing the constructive aspects of its 
job is concerned with problems of 
morale, of employee maladjustment, 
and of promotional opportunity for 
employees, and with the difficult prob- 
lems arising out of the relationships 
between employees and their super- 
visors. ‘The personnel officer will soon 
observe in dealing with these specific 
types of problems that if he follows the 
traditional approach and assumes that 
the internal organization faults of an- 
other administrative unit are of no offi- 
cial concern to him, he will be forced 
to deal with results rather than causes. 

Low morale, maladjustment, griev- 
ances, and the like are as a rule but 
symptoms of an organic fault in the 
system in which the employee is work- 
ing. Frequently, to be sure, these 
troubles arise because the employee 
does not adapt himself to situations as 
he finds them. But there is reason to 
suggest that employees carefully se- 
lected for competence and quality 
should not be made to adapt and ad- 
just themselves to situations that are 
illogical and unworkable, the roots of 
which may he deep in the organiza- 
tion structure itself. The personnel 
officer when confronted with these in- 
dications finds himself faced with a 
choice of dealing with personnel prob- 
Jems always after the fact, or making 


' a constructive approach in a profes- 


Ead 
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sional way to the solution of the basic 
cause of recurring difficulties. 

This carries no suggestion that or- 
ganization should be built in such a 
way as to accommodate the peculiar 


‘abilities of particular individuals, nor 


does it suggest that organization 
structure must be thoroughly logical 
without regard to the individuals who 
function within it. The answer to this 
timeworn question must lie some- 
where between the two extremes. The 
approach that is possible throyigh the 


$ other related units. 
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methods of constructive personnel ad- 
ministration can be helpful in finding 
this middle ground. The motives, the 
abilities, and the aspirations of normal 
and competent employees must be the 
basic factor upon which the answer will 
rest. 


eo 
CLASSIFICATION AND DEFINITION 
or JOBS 


How can the personnel agency best 
proffer counsel on problems of organi- 
zation? Among the particular techni- 
cal functions included in the general 
field of personnel administration, job 
classification and definition of job 
specifications offer great possibilities as 
instruments that can be used effec- 
tively in providing staff assistance in 
the study and solution of organization 
problems. 

In the process of classifying a posi- 
tion the classification investigator 
must in many instances break down a 
large function or program into its com- 
ponent parts. A large program con- 
ducted by a single administrative unit 
presumably must be organized in a 
way that enables each of the partici- 
pants to know his individual responsi- 
bilities and duties. What is by no 
means the least important, he should 
comprehend his relationships with 
others of the same unit who comprise 
the total team, as well as with those of 
The analysis of a 
single position, therefore, frequently 
makes it necessary to analyze many 
others. 

In doing this, many facts will come 
to light. Confusions on the part of 
incumbent personnel may be discov- 
ered; definite conflicts in authority and 
overlapping of responsibility may be 
evident; in some instances a supervisor 
will discover with the aid of the classi- 
fication investigator that a subordinate 
is assuming responsibilities and per- 
forming duties quite contrary to the 
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delegation made by the supervisor. 
Stalemates in the administrative ma- 
chinery previously known tc exist may 
be revealed where, until discovered 
In concrete terms, the real causes 
had been little more than a guess. 
And on a broader scale, gaps and voids 
in authority and working relationships 
caused by faulty organization struc- 
ture may for the first time be reduced 
to factual definition. 

These earmarks of faulty organiza- 
tion will have no bearing upon the allo- 
cation. of a particular posiffon except 
as they affect the facts of the job de- 
scription upon which the analysis and 
allocation are based. But in search- 
ing for more effective metkods of 
studying organization structure, it has 
been found that the classificazion in- 
vestigator can add to his effectiveness 
by going beyond his traditional respon- 
sibility. Before allocating positions 
that form part of a faulty organization 
structure, the classification investi- 
gator or the superior supervising his 
work has an excellent opportunity to 
assist in the revision or modification 
of the organization plan. It is þe- 
lieved that this can be a logical respon- 
sibility of the personnel agency and 
that the classification staff can play an 
appropriate part in discharging it. In 
doing so, the personnel agency can be 
of major assistance in perfecting an 
organization structure that will en- 
courage and release instead of hinder 
the full abilities of those who serve the 
public. 


PERSONNEL ADMINISTRATION AND 
EMPLOYEE ORGANIZATIONS 


The organization in which employ- 
ees work and have their official being is 
Hot the only medium through which 
their thoughts and efforts find expres- 
sion. It isa tribute to the intelligence 
and the sense of social and group re- 
sponsibility of government employees 
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that they have seen fit to organize: 
themselves into independent unions 
and associations for the ‘purpose of 
making a collective and responsible 
contribution toward the solution of 
problems of the public service. 

There are few problems related to 
personnel administration that are sub- 
ject to more confused thinking and 
emotional color than the problem of 
employer-employee relations and the 
attendant problems of employee or- 
ganization and representation. The 
close relationship established between 
public employees and the American 
labor movement has injected a new 
and to some an irritating and perplex- 
ing factor into employer-employee re- 
lationships in the public service. 

Students and practitioners of per- 
sonnel administration have little 
choice as to whether or not they will 
recognize this force in the administra- 
tion of personnel problems, With na- 
tional policy as it has been and as it 
undoubtedly will continue to be, there 
can be little question as to the Federal 
employee’s right to organize and affili- 
ate as he sees fit. This question was 
disposed of legally in the Lloyd-La 
Follette Act of 1912. The question 
faced by the personnel administrator 
is whether he will regard employee or- 
ganizations as a necessary nuisance 
and a threat to the authority of man- 
agement, or whether he will in a posi- 
tive and constructive manner recog- 
nize employee organizations as a 
useful instrument by means of which 
the human resources of the service can 
be more adequately utilized. 


TVA Pouicy 


The latter approach has been char- 
acteristic of the policy of the Tennessee 
Valley Authority in dealing with prob- 
lems of employer-employee relation- 
ships. The personnel of the Author- 
ity, numbering approximately seven- 
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teen thousand employees, includes 
members of many bona fide labor 
union groups affiliated with the Ameri- 
can Federation of Labor; salaried em- 
ployees engaged in professional, cleri- 
cal, and administrative work are also 
active in independently affiliated union 
organizations of government employ- 
ees. The Authority has welcomed the 
opportunity to deal collectively with 
its employees in the study and solu- 
tion of common problems, through 
bona fide independent representa- 
tives selected by employees and their 
unions. <A brief review of the experi- 
ence of the Authority in this field may 
serve to illustrate the opportunity for 
personnel administration to develop 
methods designed to clear the way for 
closer coöperation between employees 
and management. 

The keynote to the attitude and ap- 
proach of the Authority is found in its 
official statement of policy.t This 
statement was adopted by the Board 
of Directors in August 1935, after more 
than a year and a half of conference 
and discussion with members of the 
staff and employee representatives, 
most of whom were bona fide union 
officials. 

In summary, the policy recognizes 
the right of employees to organize, affil- 
jate as they choose, designate repre- 
sentatives without interference or coer- 
cion, and bargain collectively with the 


management of the Authority. It es-° 


tablishes the machinery for the dispo- 
sition of grievances and for the devel- 
opment of codperative relationships 
with independent labor and employee 
organizations. It sets up principles 
relating to employment standards, 
hours of work, compensation, training, 
and placement; sets the minimum age 
for employment; rules out nepotism; 


t Employee Relationship Policy, 13 pp., Knox- 
ville, Tenn.: Tennessee Valley Authority, Aug. 


1935. 
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makes provison for the safety and the 
health of employees; and gives a voice 
to bona fide organizations of employees 
in the formulation of policies, rules, 
and regulations which affect the.condi- 
tions of employment and work. This 
code of basic understanding makes it 
possible to deal with causes instead of 
results in the solution of personnel 
problems. Through this approach an 
intelligent attack can be made upon 
those factors which too frequently pre- 
vent employees and supervisors from 
doing satisfactory work, and which de- 
prive them of that zest for the job so 
essential to high morale. 


Tue GRIEVANCE PROCEDURE 


The proper application of the provi- 
sion governing the handling of griev- 
ances, for example, makes the super- 
visor definitely responsible for fair and 
open dealing with employees. It im- 
plies that statements made to employ- 
ees with regard to reasons for demo- 
tion, transfer, layoff, or dismissal must 
square with the facts. It means that 
the employee is entitled to know those 
facts, and that the written record 
which serves as the basis for adminis- 
trative action taken with regard to 
ęmployees must be an honest and 
frank statement from the supervisor. 
Fundamentally, the procedure pre- 
scribed ïn the policy implies not only 
that the employee or his representative 
must settle his grievance through the 
established supervisory channels, but 
also that the supervisors involved are 
obligated to deal with these grievances 
in a businesslike, straightforward, and 
expeditious manner. This procedure 
also recognizes the obvious fact that 
the best place to settle misunderstand- 
ing is at the point where such mis- 
understanding arises, and not in some 
office remote from the scene of the 
job. 

There is also a definite responsibility 


t 
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upon the employee who brings a griev- 
ance. He must lay all the facts at his 
disposal before the supervisors in- 
volved. He cannot in justice to those 
supervisors hold back pertinent infor- 
mation until such time as his case is 
appealed to the Personnel Division of 
the Authoyity for settlement. 

The Personnel Division is thus 
called upon to perform a judicial func- 
tion in passing upon grievances or mis- 
understandings brought to it upon ap- 
peal. It must maintain as carefully 
as possible a position of intpartiality 
for the sole purpose of ascertaining 
whether or not the employee and the 
supervisor involved in the disagree- 
ment made a sincere effort to discover 
the pertinent facts and whether or not 
the decision based upon those facts 
was a reasonable one, made in good 
faith. Mistakes in judgment on the 
part of either employee or supervisor 
are not to be construed as impugning 
the good faith of either, unless there is 
definite evidence to the contrary. 

But the grievance procedure is more 
than an attempt to improve working 
conditions and to give employees a 
square dea]. The procedure outlined in 
the policy, if carried out in good faith 
on the part of all concerned, will result 
in producing a better supervisor and a 
more responsible, efficient, and enthu- 
siastic employee. 


GRIEVANCES ADJUSTED 


In the application of the provision 
governing the procedure for handling 
grievances, definite progress has been 
made in the establishment of uniform 
practices throughout the Authority. 
Some of the more common complaints 
which have been made by employees 
and their representatives and adjusted 
in accordance with the established pro- 
cedure include: inadequate compensa- 
tion for the type of work performed; 
discrimination and favoritism in con- 
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nection with terminations, promo- 
tions, transfers, assignment of work, 
and so forth; inadequate or incon- 
sistent reasons for terminations, 
demotions, ratings, and disciplinary 
measures; supervisor incompetent or 
disagreeable; working conditions ineffi- 
cient or unsafe; failure to consider re- 
quests or to recognize qualifications for 
transfer; layoff and reémployment pro- 
cedures not giving adequate considera- 
tion to qualifications; supervisors fail- 
ing to criticize work previous to termi- 
nation for unsatisfactory performance; 
assignment of work contrary to recog- 
nized jurisdictional awards; and exces- 
sive driving, overtime, irregular hours, 
too long hours, and so forth. 

From August 28, 1935 to June 30, 
1936, twelve grievance cases were re- 
ferred to the Personnel Division for 
final decision. These grievances dealt 
with the following problems: termina- 
tion of employee, transfer of employee, 
election of duly authorized representa- 
tives, hours of work and overtime rates 
of pay, and discrimination against 
union employees. After careful inves- 
tigation which in several instances re- 
quired formal hearings, the Personnel 
Division rendered decisions as follows: 
one resulted in a mutual concession; in 
eight instances the Personnel Division 
upheld the supervisor; and in three 
cases the employee’s position in the 
controversy was sustained. A review 
of experience to date in dealing with 
grievances and their causes suggests 
that the policy has been a vital factor 
in making possible a more intelligent 
approach to the problem of building 
good morale, efficient and wholesome 
working conditions, and more harmo- 
nious relations between supervisors 
and employees.” 


2 Personnel Administration in the Tennessee 
Valley Authority, 42 pp., mimeographed, Knox- 
ville, Tenn.: Tennessee Valley Authority, June 
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During the year prior to the adop- 
tion of the Employee Relationship 
Policy, 94 complaints were formally 
registered and adjusted by the Per- 
sonnel Division. The decrease in 
number of cases dealt with by the Per- 
sonnel Division is probably due to at 
least three factors: (1) Adoption of a 
definite labor policy has achieved a 
higher degree of standardization in 
working conditions on all projects. 
(2) Supervisors now have a definite re- 
sponsibility to hear and adjust griev- 
ances on the job in accordance with 
that policy. (3) Rapid elimination of 
problems inherent in a new and rapidly 
growing organization has removed 
many causes of grievance. 

In the language of the policy, “the 
Board recognizes that responsible or- 
ganizations and associations of em- 
ployees are helpful” in achieving 
systematic employee-management co- 
operation, but the extent to which the 
employees organize for this purpose Is 
left entirely to the employees. As a 
guarantee of that independence, the 
policy unequivocally recognizes the 
right of employees to organize and se- 
lect their own representatives with 
freedom from restraint, interference, or 
discrimination because of membership 
or non-membership In any organiza- 
tion or association of employees. 


EMPLOYEE PARTICIPATION IN FOR- 
MULATION OF RULES 


The policy further provides that 
proposed rules and regulations must be 
submitted to conference with employ- 
ees and their representatives before 
they can be adopted, changed, or 
amended. This method of encourag- 
ing employee pamicipation in the defi- 
nition of the conditions of their work 
has profound implications for the task 
of the personnel agency and for the 
practicability and enforceability of 
the adopted regulations. 
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Obviously, this requirement implies 
that considerable time and effort must 
be expended by employees and ‘the 
management in discussing and formu- 
lating rules and regulations. Pre- 
sumably, however, such rules and reg- 
ulations as are necessary must be 
workable. This provisions in effect 
recognizes that rules and regulations 
are merely instruments with which to 
achieve a higher degree of uniform 
practice and a greater prevalence of 
just and fgir working conditions essen- 
tial to reasonable standards of effi- 
ciency. It recognizes further that the 
observance of the spirit as well as the 
letter of rules and regulations is impos- 
sible without the coöperation of those 
affected. The use of democratic pro- 
cedure in formulating working rules 
and regulations has not only resulted 
in better and more practicable regu- 
lations but has also resulted in a better 
understanding of the problems in- 
volved and has obtained a greater de- 
gree of compliance than might nor- 
mally be expected. Careful observ- 
ance of this provision with regard to 
drafting and adopting of regulations 
places upon employees a responsibility 
for maintaining among themselves a 
high standard of compliance with the 
regulations in the formulation of which 
they or their representatives have par- 
ticipated. 

Since the adoption of the policy 
there has been an opportunity to ob- 
serve the workability of many of its 
provisions. To date several major 
steps have been taken in accordance 
with the policy, particularly in formu- 
lating leave regulations and wage and 
salary plans, and in the disposition and 
elimination of grievances. 


Massor Responsieritms Invoiven 
Implicit in the policy as a whole are 
definitions of two major responsibili- 
ties, one for management and one for 
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employees. Upon management there 
is the responsibility to seek and 
achieve continuous improvement of 
the quality of supervision, recognizing 
that supervisors have responsibilities 
as personnel managers in the wise con- 
servation and use of the human re- 
sources placed at their disposal, as well 
as the responsibilities for the comple- 
tion of a dam, a road, or a research 
project. This responsibility carries 
with it an obligation to train super- 
visors in the techniques of constructive 
leadership and fair dealing, to the end 
that the project will be carried on effi- 
ciently with a dignity and humility 
worthy of the public service.’ 

There is a responsibility upon em- 
ployees to approach the job with more 
than average competence and initia- 
tive, to be self-critical of their effi- 
ciency, to suggest improvements that 
will work, to recognize that unless they 
live up to their responsibilities the 
supervisor who directs the work can- 
not live up to his, and to develop self- 


° A detailed explanation of methods used by 
the TVA in training supervisors may be found in 
Gordon R. Clapp, Supervisory Training in the 
Tennessee Valley Authority, 22 pp., Chicago: 
Civil Service Assembly, May 1936. 
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discipline in individuals and groups on 
the job and among their associates, 
thereby releasing the energies of super- 
vision to make additional refinements 
in production and management prob- 
lems. 

There is further responsibility upon 
employees, whether supervisory or 
otherwise, to make an intellectual con- 
tribution to the job. Ideas that will 
work are precious and all too few; real 
ones that work originate in the most 
unexpected sources. An organization 
that can recognize good ideas and use 
them is tapping a human resource that 
has value beyond measurement in 
terms of dollars and cents. 

Progress to date in the application 
of these principles of employer-em- 
ployee relationships suggests that a 
constructive approach to a perplexing 
problem has added real substance to 
the personnel program of the Author- 
ity. The elimination of many causes 
of irritation, unrest, and other nega- 
tive factors has laid a basis for respon- 
sible employee participation in the de- 
velopment of a positive morale and in 
achieving a more effective utilization 
of the human resources of the whole 
organization. 


Gordon Rufus Clapp is director of personnel of the 
Tennessee Valley Authority, Knoxville, Tennessee. 
He was previously assistant dean of Lawrence Col- 
lege and assistant director of personnel of the 
Tennessee Valley Authority. 


rr tattle ne oe ne eli nee - 


Personnel Problems in New Federal Agencies 


By HERBERT EMMERICH 


EW Federal agencies do not spring 
full-blown from a supernatural 
brow. The enabling acts or executive 
orders creating them no more fix their 
character and quality than the erection 
of buildings completes the founding of a 
college. It is particularly during its 
new and shiny state that the type of 
people selected will determine the 
future and condition the after life of an 
organization. The critical period of 
staffing is at the beginning, when struc- 
ture is molded, policy formed, and atti- 
tudes and methods developed, for it is 
the nature of a government unit to fall 
into grooved habit patterns, once these 
become established, just as it is of other 
human institutions. 

In addition to this usual problem, 
the agencies created subsequent to 
March 4, 1933 had very special and 
aggravating questions in connection 
with their staffing. As this paper will 
deal mostly with problems and experi- 
ences of the latter group, it is important 
to recall to mind the conditions under 
which they were created. 


GROWTH or FEDERAL AGENCIES 


In the history of the Federal Govern- 
ment, not excluding the period of the 
World War, there has been no other 
Presidential term in which so many new 
Federal agencies were organized. Not 
only did the Roosevelt administration 
during its first year bring new activities 
into being on the widest possible eco- 
nomic front to wage war on depression 
and deflation, bué successively in the 
Seventy-third and Seventy-fourth Con- 
gresses new units were produced and 
new programs initiated with a speed 
and of a magnitude without precedent. 
As many as fifty separate new agencies 


have been established smce March 4, 
1933. Thirty-eight of them, were still 
in existence in August 1936, if we in- 
clude fourteen which were operated 
with emergency relief funds. Alto- 


gether, these thirty-eight employed, in 


and outside the District of Columbia, 
189,797 petsons. 

In the twenty-four new agencies 
which had independent legal and finan- 
cial authority and were not operated 
with emergency funds, there were 
nearly thirteen thousand employees in 
the District of Columbia and over 
thirty-five thousand outside the Dis- 
trict during August 1936. Between 
June 1933 and 1936, the whole Federal 
establishment increased its total per- 
sonnel from 572,091 to 824,259. The 
competitive classified service gained 
nearly forty-three thousand employees 
in this three-year period. The unclass- 
ified service expanded from 116,000 in 
1933 to 325,500 in 1936; but this figure 
includes positions in the emergency 
agencies and also those in the regular 
establishments of the Government 
which are compensated from funds al- 
located under the relief or works pro- 
gram. 


CHARACTERISTICS OF New Units 


Certain characteristics which may be 
said to have been common to these new 
agencies explain the nature of many of 
their personnel problems. Most of the 
new units were designed to carry out 
functions in the economic field; whether 
it was National Recovery Administra, 
tion in industry, Public Works Admin- 
istration in construction, or Home 

1 Figures taken from U. S. Civil Service Com- 


mission statements of August 26 and October 1, 
1936. 
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Owners’ Loan Corporation in mortgage 
lending, they were engaged in business- 
like functions which either competed 
with or impinged very directly on eco- 
nomic enterprise in fields hitherto re- 
garded very generally as the affair of 
private or local initiative. 

In practically all these agencies, the 
question of speed was paramount. 

Many of the basic laws were character- 

ized by the extremely wide latitude for 
administrative discretion which they 
permitted. There was nq time for 
Congréss to appropriate public works 
moneys by states or projects or to de- 
cide precisely what relief grants should 
be made or what codes should be 
. formulated. The organization of bu- 
reaus and divisions was not prescribed. 
In many cases General Accounting 
Office controls were waived and civil 
service rules were not imposed. 

Much of the 1933 legislation was 
controversial. Much of it affected 
vested interests. A sharp reversal in 
governmental policy, particularly in 
the economic sphere, characterized the 
advent of the new administration. 
The problem of sympathy with its suc- 
cessful inauguration and operation and 
. loyalty to its objectives became an im- 
portant one. i 

Finally, it should be remembere 
that a Federal Government in which 
the patronage system had become a 
tradition and which had been Republi- 
can since 1920 became Democratic. It 
is impossible to appraise the personnel 
problems in new Federal agencies since 
1933 without giving weight to the real 
but possibly unpleasant fact that the 
patronage-starved donkey came into 
power in one of the hungriest years in 
our country’s history. 

° It is difficult even today to recall the 
conflicting pressures which besieged the 
chief administrators selected by the 
President to discharge these vast func- 
tions in 1933 and 1934. The pressures 
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for the adoption of every conceivable 
type of scheme, crack-brained or other- 
wise; the pressures of regions and dis- 
tricts for prior attention to their claims; 
the pressures from various vested inter- 
ests for conflicting types of action; the 
necessity for speed in staffing the 
agency and getting it running; and 
finally, the overwhelming pressures for 
jobs from political and other sources— 
all made the Washington of 1933 a 
bedlam from which it is surprising that 
any order or sanity could arise. 

Under such conditions, the selection 
by the President of the head of a new 
agency became of primary Importance. 
His instant problem was to find an able 
executive with experience in the field of 
the new agency’s activities who could 
act expeditiously and on his own initia- 
tive. It may not have been an acci- 
dent that many of the men selected to 
head the emergency agencies were com- 
paratively young; that many of them 
were called in to draft the legislation 
and the programs incident to the birth 
of these bodies, and that they stayed to 
execute them after the legislation was 
passed. Some of them even com- 
menced work on the program with 
committees of Congress before the 
President’s inauguration. ‘They had 
to be men who understood the prob- 
lems of these new establishments and 
who were sympathetic with the policies 
expressed by their creation. Because 
of the exigency of the time, they could 
not be unduly influenced by narrow 
political considerations, and yet they 
needed to be tactful in dealing with the 
Congressional and party leaders whose 
support was needed in the program. 


TYPES or AGENCIES 


Among the new agencies were Or- 
ganization structures of four distinct 
types. There were boards, commis- 
sions, corporations, and agencies headed 
by a single administrator. The form 
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in which a unit was set up had an im- 
portant bearing upon its personnel 
problems. Usually an agency which 
was expected to be permanent was es- 
tablished under a board or commission 
and its personnel was placed under civil 
service; as, for example, the Social 
Security Board and the Securities and 
Exchange Commission. Rural Electri- 
fication Administration is, of course, an 
exception to this rule; it was organized 
permanently under an administrator 
and made subject to competitive civil 
service rules. 

Ordinarily, an organization which 
was formed to supply a credit service 
or perform other economic functions 
was established as a corporation, and 
its board of directors was left free of 
civil service restrictions in handling 
personnel; as, for example, Home 
Owners’ Loan Corporation and Federal 
Deposit Insurance Corporation. Ifthe 
agency was expected to perform an 
emergency relief function, it was set 
up, as a rule, under a single adminis- 
trator and was exempt from civil serv- 
ice requirements as to personnel; as, 
for example, Federal Emergency Relief 
Administration and Resettlement Ad- 
ministration. In the case of a board 
or commission, where more than one 
Presidential appointment had to be 
made, its membership usually had to 
include as chairman a man of the type 
described above, but in addition would 
probably need to include representa- 
tives of special groups affected by the 
agency, and, in some cases, of geo- 
graphical regions of the country. 


SALARY CONSIDERATIONS 


In the higher positions in the Federal 
service, the problem of salary limitation 
is an acute one. *Many well-qualified 
executives were barred from considera- 
tion because they were unable to make 
the personal sacrifice which would be 
necessary under Federal salary limita- 
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tions. The responsibilities which these 
positions carry in comparison with the 
responsibilities borne by positions in 
private and commercial activities 
should be borne in mind. ‘There are 
striking examples in the financial 
agencies. The Chairman of the Recon- 
struction Finance Corporation, for in- 
stance, heads an organization which 
has loaned almost six billion dollars. 
The Governor of the Farm Gredit Ad- 
ministration supervises institutions 
whose outstanding loans and discounts 
aggregate fhree and a third billion dol- 
lars. The Chairman of the Home 
Owners Loan Corporation presides 
over an organization that has loaned 
three billion dollars. Each of these 
officials receives a salary of $10,000 per 
annum. 

In the executive and professional 
positions just under the chief adminis- 
trator, salaries in the Federal service, 
according to a study made in 1928 by 
the Personnel Classification Board, are 
less than these paid for posts of similar 
difficulty in private life. It should be 
recalled that in 1933, at the time many 
new agencies were created, salaries 
under the Economy Act were subjected 
to a 15 per cent deduction. This oper- 
ated with particular hardship in the 
higher brackets, where salaries were 
already comparatively low. A $10,- 
000-a-year man could be paid only 
$8,500, and the $6,000-a-year man 
could be paid only $5,100, with no 
assurance when salaries would be re- 
stored to their normal levels. 

The reduced rate of compensation in 
private industry and the prevalent un- 
employment at that time, however, 
made available to the Government at 
rates it was authorized to pay, men of 
ability who would ordinarily not have 
been interested in Government service. 
Furthermore, there was the additional 
motive of enlisting for the emergency 
to aid the Nation in a great public 
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crisis, and the type of prestige for par- 
ticipating in the program that usually 
characterizes only a war period. Many 
people also saw an opportunity in the 
new programs to aid in fostering poli- 
cies in which they had long been in- 
terested. 

It may.be stated, therefore, that the 
New Deal suffered less at first from in- 
ability to secure men for positions com- 
manding salaries between $5,000 and 
$10,000 than would have been the case 
in normal times. With improving con- 
ditions, however, losses to the service 
have already begun to manifest them- 
selves, principally because of the salary 
limitations. The able men very often 
leave first, even when the chief execu- 
tive remains at considerable personal 
sacrifice because of his loyalty to the 
program and his interest in bringing it 
to a successful conclusion. 

Federal salaries in positions under 
$4,000 have, even in good times, been 
higher for the most part than those paid 
in industry and commerce. They 
looked particularly attractive in 1933 
to employees in clerical, accounting, 
and junior professional fields, whose 
income had been cut through salary 
reductions and unemployment. For 
example, under the Classification Act 
the starting grade for junior typist ts 
$1,260, for junior clerk-stenographer 
$1,440, and for junior attorney $2,000. 

The Federal salary level in the cleri- 
cal and junior positions created a differ- 
ent kind of problem from that of com- 
pensation in the executive grades. It 
stimulated too many applications and 
the new agencies were inundated with 
requests for jobs. ‘Too much time had 
to be spent in 1933 interviewing appli- 
cants and resisting pressures for their 
appointment, which interfered with the 
work of executives of all grades and 
swamped the personnel offices. In 
1933 and 1934, the creation of a new 
agency and the opening of its doors in- 
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variably drew long queues of applicants 
in the halls and corridors of crowded 
buildings, awaiting interviews and 
examinations. 


THe CLASSIFICATION ACT 


Special problems were created by the 
Classification Act when the new Gov- 
ernment agency was subject to it, as 
ten of them were. The Civil Service 
Commission, which has jurisdiction 
over classification, was understaffed 
with competent investigators to study 
the new positions at the rate at which 
they were being set up. It is difficult 
for an official to describe, and for the 
Commission to take into consideration, 
the full duties and responsibilities 
which accrue to a new position in its 
formative period. A position which 
will later be supervisory, for example, 
wil, during the preliminary stages, 
have no employees under it; and still it 
is Important that the classification 
express its full responsibility, for salary, 
in turn, depends upon classification and 
determines the caliber of candidates 
that may be attracted to fill the va- 
cancy. 

In new positions, furthermore, as has 
been previously suggested, a consider- 
ably higher degree of talent is needed in 
the organizing of policies and duties 
than after routine procedures have 
been established. Under the Classifi- 
cation Act it is almost impossible for 
the Commission to give recognition to 
these intangible factors, and its strict 
application results frequently in a 
classification too low to attract the 
requisite capacity. Positions which 
must be filled under civil service rules 
are subject to the Classification Act, 
and these circumstances may explain 
the chief reason wh¥ the civil service 
route was avoided by so many of the 
new and quickly formed organizations. 

Freedom from the provisions of the 
Classification Act, however, brought 
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other problems to the agencies which 
enjoyed it. To be sure, some of the 


- new establishments devised careful 


classification systems of their own 
which were well thought out, suited to 
the times and to the duties and respon- 
sibilities of their immediate assign- 
ments. However, most of the emer- 
gency units were subject right from the 
beginning to all the evils and difficulties 
which lack of a classification plan 
entails. Salaries were arbitrarily fixed 
by supervisors and division heads, and 
varied with jobs of equal responsibility 
even within an agency. No protection 
was afforded from pressures to overpay 
in certain positions and in the case of 
certain individuals. Various agencies 
and even divisions within them bid 
against one another for personnel on a 
salary basis. 

Several attempts were made by exec- 
utive order to put employees in emer- 
gency units on a classification schedule 
very similar to that of the Classifica- 
tion Act. In some cases the Civil 
Service Commission assisted in classify- 
ing positions in the District of Colum- 
bia, but the emergency classification 
schedules were mostly left to the 
agencies themselves to put into effect. 
Consequently there was a lack of uni- 
formity in compensation from agency 
to agency, and, for that matter, within 
divisions of a given agency. 


é 
PROBLEM OF TENURE > 


The problem of tenure was also 
present but did not affect recruitment 
so seriously as it would have done in 
normal times. As recovery in private 
employment proceeds, however, it be- 
comes more manifest that it is a serious 
handicap in recruiting for the non-civil 
service units. Agencies which are ear- 
marked as temporary find particular 
difficulty in filling positions with quali- 
fied men because of their inability to 
insure permanency to candidates. A 
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man accepting a position in the govern- 
ment without civil service status is not 
transferable to other agencies which 
are under civil service and require that 
status. l 

In many cases the scope of the pro- 
gram in new agencies was undeter- 
mined, with the possibility that one 
phase or another which was begun in 
the early days would be dropped soon 
afterwards.. Many of the programs 
were on an experimental basis and 
were changed in direction or abandoned 
after a comparatively short period of 
trial. Qualified men hesitate, in many 
cases, to join an agency or remain with 
it when the question of the constitu- 
tionality of its enabling act is unde- 
cided. 

Competitive selection and civil serv- 
ice status are by no means absolute 
guarantees of tenure, even in the case 
of persons who discharge their func- 
tions satisfactorily. They do, how- 
ever, afford employees potential trans- 
ferability, and facilitate at least in this 
regard the recruiting to agencies whose 
status is insecure. 


Distinctive PERSONNEL PROGRAMS 


The principal quantitative problem 
was, of course, that of recruitment. In 
meeting it, a better job of personnel 
administration was done than is indi- 
cated by the cold statistics reported by 
the Civil Service Commission. It has 
been noted that the bulk of positions in 
establishments formed after March 
1933 were not under the competitive 
classified civil service. But this does 
not tell the whole story. It cannot be 
fairly said that all those who are not in 
the classified civil service were patron- 
age appointments. 

The Tennessee Valley Authority, for 
instance, although exempt from civil 
service, was required by law to estab- 
lish a merit system of its own and to 
operate its personnel program upon the: 
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basis of such a system. By'the terms 
of the act under which the Authority 
operates, the Board of Directors is 
authorized to 


appoint such managers, assistant managers, 
officers, employees, attorneys, and agents as 
are necessary for the transaction of its busi- 
ness, . . . without regard to the provisions 
of civil service laws applicable to officers and 
employees of the United States .. . the 
appointment ... and the selection... 
and... the promotion of any... em- 
ployees or officials, . . . shall be given and 
made on the basis of merit and®efficiency, 
[and] no political test or qualification shall 
be permitted or given consideration. 


Furthermore, it is stated in Section 6 of 
the act that 


any member [of the Board of Directors] who 
is found by the President of the United 
States to be guilty of a violation of this sec- 
tion shall be removed from office by the 
President of the United States, and any ap- 
pointee of said board who is found by the 
board to be guilty of a violation of this sec- 
tion shall be removed from office by said 
board, 


This provision in the Tennessee Val- 
ley Authority law was a distinct inno- 
vation. It was used again in the Rural 
Electrification Act, and in modifed 
form as a restriction upon the National 
Archives. i 

Soon after the Farm Credit Adminis- 
tration was established, the President 
placed the personnel of its Washington 
office under civil service. Since this 
order, of course, did not include the 
employees of the banks and corpora- 
tions under its supervision, the Gov- 
ernor of the Farm Credit Administra- 
tion took immediate steps to develop 
an independent merit system for that 
group of employees. As in the case of 
the Tennessee Valley Authority, a com- 
petent, well-trained personnel director 
was selected to work with the executive 
officer and to advise him upon per- 
sonnel matters. 
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The personnel offices in both the 
Tennessee Valley Authority and the 
Farm Credit Administration have not 
been limited to the mere selection of 
personnel on the basis of merit, but 
have sought to build a career service 
within their organizations. ‘They have 
extended their work to include scientific 
placement, testing, rating, training, 
and education of their employees. By 
selecting trained, able people and giv- 
ing the best qualified a chance for pro- 
motion in their fields as vacancies 
occur, on the basis of merit, these two 
new government establishments and 
certain others which have followed 
their example have sought by their 
broad personnel programs to avoid the 
dual pitfalls of favoritism and senior- 
ity. Many of the other agencies have 
done a noteworthy personnel job. The 
executive personnel in several of the 
fiscal and lending corporations has 
been of high quality. 


RECRUITMENT METHODS 


Each of the new agencies organized a 
staff to handle the problem of recruit- 
ment independently. Many that were 
exempt from civil service provisions 
appointed competent personnel officers, 
from the government or from private 
industry, and established standards of 
their own, particularly for clerical and 
junior positions, which became require- 
ments for employment. Many of the 
agencies which took into consideration 
political indorsement of a candidate 
were able to select fairly competent 
personnel in this manner from the 
large number of people making appli- 
cation. 

This method of recruitment, how- 
ever, involved a great amount of dupli- 
cation and wasted time on the part of 
the agencies as well as on the part of 
the applicants. The files of the emer- 
gency administrations contained many 
applications from the same people, and 
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duplication in interviewing and paper 
work naturally followed. There was 
also a great deal of transferring from 
one emergency agency to another, and 
competition for the services of various 
individuals, as well as bidding against 
each other for salaries. 

Several attempts were made to miti- 
gate these difficulties. An executive 
order was issued limiting transfers at a 
higher salary, and an attempt was 
made to establish a central agency for 
the employment and transfer of emer- 
gency employees. 

Recruitment by the civil service 
route is not free from serious difficulties 
and sometimes actually insuperable 
obstacles for a new establishment. The 
Civil Service Commission was handi- 
capped by an inadequate staff and 
lowered appropriations. It was in 
arrears in much of its routine work. 
Its registers were obsolete. They are 
moreover subject to veterans’ prefer- 
ence and district apportionment—seri- 
ous infringements on the merit princi- 
ple. The Commission’s processes are 
slow; it may take six months to examine 
and certify candidates for appointment. 
Furthermore, it is least well-equipped 
to handle the prompt procurement of 
highly skilled technical and adminis- 
trative personnel. 


EXPERIENCED ADMINISTRATORS 
NEEDED 


Another major problem faced by the 
creation of so many new organizations 
was the lack of a sufficiently large 
trained administrative group who were 
expert in the special techniques of the 
Federal establishment. Employees of 
the disbanded Bureau of Efficiency, for 
example, found_no difficulty in being 
placed instantly because of their knowl- 
edge of these processes. Many new 
bureaus borrowed freely from older 
ones for these functions. 

The new men were interested largely 
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in objectives, but were weak on method. 
Many of the new administrators who 
were unfamiliar with these techniques 
and regarded them as just so much red 
tape, quickly became discouraged and 
even indignant when their orders were 
not carried out promptly because of 
failure to comply with necessary proce- 
dures. This frequently led to a feeling 
of frustration, not only on the part of 
business executives who wére used to 
unabridged authority over personnel, 
contracts, and accounts, but even on 
the part of young idealists who were 
impatient of delays to their pet proj- 
ects caused by reviews essential to the 
conduct of the public business. 

The intricacies of space, material, 
travel, civil service rules, budget and ap- 
propriation procedures, and general ac- 
counting office practices were essential 
techniques to master, but required a 
special expertness which was scarce. 
The service of transfer had not been 
developed in the Civil Service Com- 
mission, and each unit had to look for 
its own men. ‘This type of work has 
to be done right from the beginning. 
It is what “makes the wheels go 
around.” A splendid social program 
simply does not commence unless it has 
office space, desks and files, pay rolls 
and funds to meet them, and properly 
entered travel vouchers. Sir Josiah 
Stamp is quoted as remarking quite 
aptly, after a recent visit to America, 
“One cannot safely legislate beyond 
the capacity of experienced adminis- 
tration to execute.’”? 


LOSSES AND GAINS 


The story of personnel problems in 
the new agencies has been here briefly 
related from the operating point of 
view. Its variety defies the easy gen- 
eralization that characterized the late 

? Victor Weybright, “Our Civil Servants,” 


Survey Graphic, Vol. XXV, 91-95 and 116 (Feb. 
1936), p. 116. 
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political campaign, It is unquestion- 
ably mm part a story of opportunities 
missed, of muddling and duplication. 
On the other hand, many phases of its 
experience have been constructive and 
in advance of traditional methods. 

Outstanding points of progress have 
- been the adyanced welfare and training 
programs of several agencies, the in- 
creased tendency to appoint skilled 
personnel efficers, the use of modern 
techniques of personnel administration, 
and the introduction of competitively 
selected. college graduates înto the 
civil service at the first rung of the 
career ladder. 
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There is one problem that is often 
associated with the public service that 
was not in evidence—that of soldiering. 
The brightest and most inspiring 
phase of the Washington scene in the 
last three years has been the untiring 
devotion and zeal of thousands of 
people, old and new, in low positions as 
well as high. The country will be 
fortunate if this enthusiasm and in- 
dustry can be retained when the emer- 
gency recedes and more orderly, ef- 
cient, nonpartisan methods are intro- 
duced to attract and retain people of 
high ability to the service of its govern- 
ment. 
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Training for the Public Service 


By Ciarence E. Ripuey and Lyman S. Moore 


HE idea of training for the public 

service is in a period of renaissance. 
The founding Fathers were concerned 
that publie service should be of the 
highest order, and they established the 
basic conditions of a merit system in 
the National Government. Germinal 
suggestions for a philosophy and 
method of training may be found in the 
various plans for a national university 
which were cherished particularly by 
Washington, Jefferson, Madison, and 
John Quincy Adams. 

Training would hardly seem a neces- 
sary item to exponents of Jacksonian 
principles of public service, with the 
twin concept of rotation in office and 
appropriation of spoils by the victors. 
If men of ordinary intelligence could 
serve the public capably and well, 
there was no pressing need for endow- 
ing public servants with special knowl- 
edge and ability. It is little wonder 
that in the middle period of American 
history educational institutions became 
concerned with business employment 
and the private professions to the 
exclusion of public service as they 
forsook the theological training of 
Colonial days to prepare their graduates 
for more worldly occupations. : 

Important manifestations of in- 
creased interest in the social functions 
of government during the 1840’s and 
1850’s which might have led to develop- 
ments in training were suppressed and 
cropped short by the irrepressible 
conflict which consumed national ener- 
gies for thirty Years and which cul- 
minated in the Civil War. This con- 
flict monopolized the time and the 
thought of leading statesmen and pre- 
cluded the possibility of able leadership 


in the direction of more effective gov- 
ernment. Concurrently a,system of 
public education for the common man 
was being built without concern for its 
relationship to government and the 
training of publie servants. 


From @rviz War To Wortp WAR 


The period of reconstruction and the 
years immediately following struck a 
low point in American government, 
with widespread corruption in Wash- 
ington paralleled by political looting 
of the worst sort in states and cities. 
Because of the flagrant violations of 
ordinary ethical standards during these 
years, government in the United States 
acquired an unsavory reputation which 
marked the public service with the 
scarlet letter and made it “untouch- 
able” by the most able products of our 
vaunted educational system. At the 
same time business was growing with 
giant strides, scientific advances were 
rapid, the need for professional men 
was great—and the challenge and 
‘opportunity of private employment 
captured youth. 

The widespread social ferment of the 
1890’s which grew out of business de- 
pression, agricultural distress, currency 
troubles, the closing of the frontier, and 
other factors, gave government on all 
levels more and more complicated func- 
tions to perform. Progressive gover- 
nors advanced radical programs based 
on concepts of social justice, and one 
state—Wisconsin—translated the pro- 
gram of its governor into concrete 
action. Wisconsin’s State university, 
through John Rogers Commons, seized . 
this opportunity to send young men 
trained in political science and econom- 
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ics into the service of the State and its 
metropolis, Milwaukee, to assure this 
legislative program of competent ad- 
ministrative leadership. 

In 1906 the New York Bureau of 
Municipal Research commenced its 
distinguished career, and in 1911 the 
Bureau inaugurated a practical train- 
ing program from which many able 
administrators emerged. 

The first. organized consideration of 
the problem of training on a wide front 
came in 1912 with the appointment by 
the American Political Scienct Associa- 
tion of a Committee on Practical 
Training for Public Service, which 
inspired a National Conference on 
Universities and Publie Service held in 
1914 in New York City at the call of 
Mayor John Purroy Mitchell. From 
this developed the Association for the 
Promotion of Training in the Public 
Service, which published a short-lived 
journal, the Public Servant, in 1916 and 
1917. Public service training monop- 
olized the proceedings of the Associa- 
tion of Urban Universities at its first 
and second meetings in 1914 and 1915. 
The University of Michigan recognized 
the future of a new form of city govern- 
ment by establishing a new course for 
city managers in 1914, and the Uni- 
versity of Cincinnati began its codpera-* 
tive program of educating students by 
classroom work supplemented by field 
work in industry and government. 

The World War interrupted this 
earlier movement, as it did many prom- 
ising developments in public adminis- 
tration. 


SINCE 1920 


The movement got under way 
again in the 1920’s in the fields of both 
pre¢-entry and in-service training. This 
time the movement advanced on a 
wider front and on a sounder basis. 
Universities and colleges in increasing 
numbers recognized public administra- 


tion as a separate discipline which 
merited attention not only by the 
prospective public servant but also by 
the student seeking a general back- 
ground to prepare for better and more 
intelligent living. Where only two or 
three universities had initiated courses 
in public administration before the 
war, at least eighteen institutions 
were teaching such courses by 1926, 
thirty-one by 1931, and eighty-one by 
1936. 

State leagues of municipalities were 
increasing in numbers and beginning to 
undertake training programs. These 
programs were at first planned for 
policemen and firemen, and then ex- 
tended to a wide variety of officials, 
including city clerks, waterworks su- 


perintendents, purchasing agents, city. 


attorneys, and others. These league 
training programs grew to the point 
where in the five years from 193] 
through 1935 over forty-four thousand 
municipal officials had been enrolled in 
the training schools operated by fifteen 
state leagues. 

A few specialized phases of public 
work have been recognized by provi- 
sion for specific pre-entry training. 
The most extensive, of course, is the 
system of teacher training which is 
conducted in universities and normal 
schools from coast to coast and which 
sends thousands into public education 
systems each year. Classroom instruc- 
tion and practice teaching are accepted 
training methods. 

Social work is now recognized as a 
profession in which the demand can be 
gauged with sufficient accuracy to 
warrant special university training. 
Thus we have the School of Social 
Service Administration at the Uni- 
versity of Chicago,* and graduate 
courses leading to master’s degrees in 
social work at a number of institu- 
tions. 

A number of agricultural schools 
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have set up special curricula for the 
future county agent, who serves three 
governments at once. 

Other examples of special training 
are courses in forestry at Michigan 
State College; the work in police ad- 
ministration at Michigan State Col- 
lege, University of California, and 
Wichita University; the specific cur- 
riculum in public health which is 
offered at Johns Hopkins University, 
the University of Virginia, Columbia 
University, and the University of 
Michigan; the graduate course in city 
management at Texas Agricultural 
and Mechanical College; the honors 
work in public administration at 
Stanford University; the two-year 
graduate curriculum in public adminis- 
tration at Syracuse University; the 
- unified course in local government 
administration at Kalamazoo College; 
and the curriculum in city planning at 
the University of Illinois. Schools 
preparing particularly for library ad- 
ministration and those training for the 
foreign service are too numerous to 
mention. 

Statistical measurement of the train- 
ing movement is not possible, but it is 
significant that only 11 out of 126 
universities and colleges from which 
questionnaire returns were received in 
1936 indicated that they were in no 
way engaged in training for the public 
service. 


PHILOSOPHIES OF TRAINING FOR 
PUBLIC SERVICE 


There exist several philosophies as to 
the rôle the university or college should 
play in training for the public service. 
It is thought by some that the general 
background acquired from a liberal 
arts curriculum % the best contribution 
the institution can make to the training 
of future public employees. 

Other institutions agree with this 
fundamental thesis but feel that two 
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additional training devices should be 
used: (1) the general course in public 
administration which is helpful to 
liberal arts and professional students 
alike, and (2) organized advisory 
counsel to students who are thinking 
of public careers in order to arrange 
their courses of study and, where 
necessary, to relax departmental and 
degree requirements to suit their spe- 
cial needs. Several institutions have 
adopted these two devices. Most 
institutions of this second class do not 
consider their graduates qualified for 
specific public work, but feel that they 
have given them general traiming in the 
public aspects of life which is appropri- 
ate also for students entering private 
employment. 

In the questionnaire previously re- 
ferred to, imstitutions were asked 
whether they considered their training 
as “general” or “specific.” Of the 115 
universities and colleges engaged in 
training activities, 58 considered their 
training general only, 50 considered it 
both general and specific, and 4 
considered it specific only. 

The popularity of the general under- 
graduate course in public administra- 
tion is indicated by the eighty-one 
(at least) institutions offering such a 
tourse in 1936. It is significant that 
thirty-eight of these have initiated the 
course in the last five years. Such 
courses are generally given in the 
junior and senior years and are based 
on the assumption that administration 
presents some features and problems 
and perhaps even principles which are 
common to all levels and functions of 
government. The student is thus 
exposed to a carefully weighed con- 
sideration of the problems which he will 
inevitably meet as he progresses up 
the career ladder of his own specialty. 

In addition, the professional schools 
are advisedly laying more emphasis on 
the social and governmental aspects of 
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their own fields of knowledge. En- 
gineering schools are offering more 
courses in city planning in addition to 
the more traditional courses in highway 
design and construction, and the 
Massachusetts Institute of Technology 
has announced a new five-year course 
to educate scientists and engineers for 
the public service, which will un- 
doubtedly include a liberal amount of 
work in the social sciences. Medical 
schools are expanding the public health 
phases of their work. More and more 
courses in the law schools deaf with the 
relatively new but rapidly expanding 
field of administrative law. 

This tendency, it should be empha- 
sized, does not limit graduates to 
seeking public employment. On the 
contrary, with the mounting number of 
relationships between government and 
industry and with the increasing em- 
phasis upon public service in private 
business, training of this type will 
prepare them equally for more dis- 
tinguished work in private employ- 
ment. This point is emphasized in the 
announcements of the new course in 
public administration being given at 
the Harvard School of Business Ad- 
ministration. Despite these develop- 
ments, professional men are con- 
sciously trained for public service in* 
only a few institutions. 

Orientation counsel for students 
with leanings towards public careers 
becomes particularly important with 
the emergence of new professions for 
which preparation cannot be restricted 
to a specialized field—e.g., soil erosion 
control (agriculture and engineering); 
housing (sociology, economics, and 
engineering); and public finance (eco- 
nomics and political science). Only 
bye breaking down departmental walls 
is the student enabled to take the 
courses he needs for these and other 
“combination” occupations. Among 
the institutions which have adopted 


this second philosophy of pre-entry 
training are the Universities of 
Wisconsin, Minnesota, and Chicago. 


SPECIFIC PRE-ENTRY TRAINING 


A third class of institution doing 
pre-entry training is offering specific 
training. The nature of some of these 
specific types of training has already 
been indicated. Most training of this 
type is done where a definite curriculum 
content can be determined with general 
agreement, and where a definite de- 
mand can be ascertained. ‘The School 
of Citizenship and Public Affairs at 
Syracuse University is an outstanding 
exception. With an indefinite demand 
and with some dissenters to the pro- 
posed curriculum, this institution 
launched a one-year graduate course 
of training for municipal administrators 
in 1923, and recently extended the 
course to two years with training for 
the entire field of public administration. 
This program has been carried through 
with the conviction that administra- 
tion per se has a definite content which 
can be taught. Many Syracuse gradu- 
ates have stepped into public or quasi- 
public employment after graduation. 

Other institutions which have fol- 
lowed this procedure (without, however, 
a curriculum so definitely prescribed) 
are Stanford, California, and North- 
western. The definite program of the 
new Littauer School of Public Adminis- 
stration at Harvard, which has recently 
received a grant of several million 
dollars, may follow this third philosophy 
at the graduate level of instruction. 

What does the future hold for pre- 
entry training by colleges and universi- 
ties? First of all it holds experimenta- 
tion. Fortunately methods of pre- 
entry training do not stem to fit into a 
mold. Each university will continue 
to provide those training facilities 
which seem to be best adapted to its 
resources, faculty, and students. The 
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primary reason for university hesitation 
to embark on extensive training pro- 
grams is the fear that their graduates 
will not be accepted by government 
and will be so specially trained that 
they cannot do anything else. On the 
other hand, governments find it diffi- 
cult to make a place for- the young 
graduate who is “generally trained” 
for public work but who is not equipped 
for a specific task. This suggests the 
advisability of encouraging students to 
add to their comprehensive background 
one or two tool subjects such as ac- 
counting, statistics, and stenography as 
an aid to opening the first door into the 
service. 

Because of the importance of this 
demand factor, it would be profitable 
to analyze in detail the government 
service to discover just what and how 
many positions are available for col- 
lege men, what training is required, 
and what steps are necessary to secure 
the initial job. This was done for 
some branches of the Federal service 
at a joint conference of university 
teachers and public administrators at 
the University of Minnesota in 1931. 
The analysis should be extended to 
other levels of government in order to 
implement the essential interrelation- 
ships of government and the educa- 
tional system. 


GOVERNMENT PROGRAMS OF IN- 
SERVICE TRAINING j 


But pre-entry training is but one face 
of the picture. The other face is in- 
service training, and here the field is in 
no way preëmpted by educational insti- 
tutions. In-service training is princi- 
pally a responsibility of government 
itself as a means of raising standards of 
performance. Perhaps the most ex- 
tensive program conducted by a gov- 
ernment agency is the Graduate School 
of the United States Department of 
Agriculture. Here classroom instruc- 


131 


tion is offered not only in highly tech- 
nical scientific subjects but also in 
principles of public administration and 
personnel management. Several thou- 
sand employees are enrolled each year, 
many of them coming from other de- 
partments. The Bureau of Standards 
offers similar courses on a smaller scale, 
and arrangements can be made in each 
case to apply the work towards a degree 
in some educational institution. The 
six-weeks’ course offered by the Federal 
Bureau of Investigation merits special 
mention, however, because it is-open to 
police officers on all three levels of 
government. It also provides a method 
for training men who can transmit their 
training to the police forces of which 
they are members. 

The codperative training programs 
of cities through state leagues of munic- 
ipalities have already been mentioned. 
The program of the New York State 
Conference of Mayors is the most ex- 
tensive of these, having reached twenty- 
eight thousand officials between 1931 
and 1935. An extensive development 
of these programs can be expected in all 
states through the recently enacted 
George-Deen bill, which permits the 
utilization of Federal grants to state 
departments of vocational education 

or public service training. 

Individual cities have taken initia- 
tive in making training opportunities 
for their employees. New York City 
is now sending twelve firemen to college 
and paying expenses for a four-year 
course. Memphis, Tennessee, conducts 
an annual course for sanitary inspectors 
in its public health department, includ- 
ing work in epidemiology, bacteriology, 
and chemistry. Winnetka, Tlinois, 
encourages its employees to take ad- 
vantage of outside training opportufi- 
ties at their own expense and refunds all 
expenses upon evidence of satisfactory 
completion of the work. Other cities 
could be cited. 
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ACTIVITIES OF PROFESSIONAL 
ASSOCIATIONS AND UNIVERSITIES 


Professional organizations of public 
officials are taking an increased interest 
in in-service training. Professional as- 
sociations have a legitimate interest 
in the qualifications of their members, 
although occasionally a training pro- 
gram may meet the opposition of well- 
established men in the profession who 
resent the potential competition of 
persons being trained and whe feel that 
professional progress is restricted by 
adding to the qualifications of men 
whose background does not warrant 
their initial appointment. This atti- 
tude necessarily gives way to the proper 
opinion that the training period is 
never completed and that most officials 
require a regular opportunity to keep 
up with the organized body of knowl- 
edge without which their profession 
could not exist. 

In the summer of 1936 the National 
Recreation Association adopted the 
unique method of sending a training 
institute on the road. A group of in- 
structors traveled together, and with 
the aid of social agencies, recreation 
departments, and schools, this training 
chautauqua reached thirty-eight hun. 
dred persons in sixteen large cities. 
By correspondence courses the Insti- 
tute for Training im Municipal Ad- 
ministration offers a convenient training 
opportunity to administrative em- 
ployees in cities. This program was 
initiated by the New York Bureau 
of Municipal Research in 1923 and 
carried on by Syracuse University until 
the Institute was founded in 1934 by 
the International City Managers’ Asso- 
ciation. Other professional organiza- 
tions codperate with universities and 
state leagues in developing training 
programs. 

A few universities have made ven- 
tures in in-service training. The Uni- 
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versity of Southern California, through 
its civic center in the City Hall and its 
annual short courses, reaches hundreds 
of officials in the Los Angeles area each 
year. American University initiated 
in 1935 an extensive program for Fed- 
eral employees in which both university 
men and Federal administrators have 
joined. Northwestern University co- 
operates with the Evanston police 
department in an annual short course 
for traffic officers. The University of 
Minnesota now offers in-service fellow- 
ships for public officials who can secure 
leave for a full year of work in residence 
at the university. However, as yet 
only a handful (about 20 of the 126 
which replied to the questionnaire de- 
scribed previously) of educational in- 
stitutions are engaged in in-service 
training. And rightly so, inasmuch 
as this is clearly a governmental 
responsibility. 


FUTURE or In-service TRAINING 


The future of in-service training also 
holds much in the way of experimenta- 
tion. Up to now the short course 
(from two to six weeks) has carried the 
load, but the short course often does 
little more than open a new vista to 
employees who are jolted from a run- 
of-the-mine performance of their daily 
work. Once lifted out of the routine, 
the employee requires sustained oppor- 
tunity to continue training. This can 
be accomplished by correspondence 
courses, work in residence at universi- 
ties, or courses offered in government 
departments. In the larger units of 
government we can expect more of the 
last type of training to develop, but 
smaller units must rely on one of the 
first two methods. , 

The principal distinction between the 
programs of in-service training and 
pre-entry training is that the former 
ean be established in-terms of the em- 
ployee’s job content, while the latter 
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must necessarily concentrate on giving 
the student the broader philosophy 
and social outlook which is generated 
by a liberal education. As Leonard 
D. White points out, this is the distinc- 
tion between the two French words 
préparation and formation. 


GOVERNMENT APPRENTICESHIPS 


Both types of training programs are 
hampered, however, by the distressing 
failure of governments to establish 
apprenticeships to accomplish the tran- 
sition of young persons from school to 
public employment. This is of par- 
ticular importance in training future 
administrators. Administrative ap- 
prentices can be drawn mto the serv- 
ice as (1) Junior administrators (posts 
which governments are slow to create), 
(2) assistants to established adminis- 
trators, or (3) juniors in staff agencies. 
The last method may prove most 
practical for the immediate future, and 
emphasizes the need for equipping 
potential administrators with tool skills 
which will enable them to perform the 
routine work of, say, a budget or per- 
sonnel agency. In learning staff work, 
they acquire administrative skill and 
the administrative attitude. By par- 
ticlpating in the staff work of planning, 
coérdination, and control they can be 
trained for general administration, 
which alsoinvolvesthesethree elements. 

Only when governments deliberately 
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create such posts to which generally 
trained college men can be recruited 
will universities feel free to push their 
training programs to the limit. Here 
a leaf can be drawn from the forward- 
looking practice of Los Angeles County, 
which annually recruits two appren- 
tices from each of four universities in 
California to its Bureau of Budget and 
Research, which comes very close to 
being a “pure staff” agency. These 
apprentices filter mto various county 
departmeats once their training is 
completed. The apprenticeships are 
authorized in the regular budget and 
pay a living wage. A few other gov- 
ernmental units follow a similar proce- 
dure, but none so extensively and 
regularly as Los Angeles County. 

The test of democracy in the modern 
social complex is to create an efficient 
bureaucracy which remains responsive 
to popular control. An effective bu- 
reaucracy must tap all the resources of 
the educational system, both by draw- 
ing young men of the highest capacity 
into the service and by continued 
training of employees already re- 
cruited. To this task educational 
institutions and governments must be 
drafted in joint enterprise. Neither 
gan go it alone, but both working 
together can demonstrate the wisdom 
of popular education as a social value of 
the highest order and can prove that 
democracy works, 
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Essentials of a Model Personnel System 


By FLoro W. Reeves 


HERE is no such thing as a person- 

nel system that can serve as a model 
for all types and sizes of governmental 
jurisdiction. ‘There are, however, cer- 
tain basic principles of personnel admin- 
istration that are relatively uniform for 
all jurisdictions, irrespective of size or 
scope of operations. Any personnel 
system,:to be effective, must be organ- 
ized and administered in a manner 
consistent with these principles and 
with the basic objective of personnel 
administration. ‘This basic objective 
is to secure and retain in the public 
service a quality of personnel that cor- 
responds to the responsibilities of the 
service, and to achieve standards of 
competence that are as high as avail- 
able human resources will permit. 


AN EFFECTIVE SYSTEM OF 
GOVERNMENT 


The first essential of an effective per- 
sonnel system is that it be a part of an 
effective system of government. 

Laws, rules, and regulations provid- 
ing that the personnel system operate 
on a merit basis are essential to secure 
efficiency in personnel administration, 
but they will not in themselves produce 
it. They must be enforced by a well- 
established tradition of good govern- 
ment, a tradition of merit in personnel 
administration, and an enlightened 
public opinion. Unless they are so en- 
forced, they will not result in a merit 
system. ‘Tradition is more important, 
however, than the laws, rules, and regu- 
lations. ‘The latter constitute a nega- 
tie attack upon the problem. Build- 
ing a tradition of merit in public service 
requires positive, constructive action. 
The administration of the personnel 
function in a model personnel system 


will be designed to increase the prestige 
of the public service. Unless there is 
prestige attached to the service, it is 
difficult to secure efficient public serv- 
ants, and when they are secured, it is 
difficult to retain them. 

A tradition of merit in government 
administration recognizes such admin- 
istration as a profession. Public ad- 
ministration cannot become a profes- 
sion, however, in a jurisdiction in which 
a large number of the major adminis- 
trative officers are elected for specified 
terms. A short ballot is a requisite for 
an effective system of government. 
Elected officials will include only those 
engaged in major policy-forming ac- 
tivities. This group may include the 
chief executive officer and a very few 
immediate assistants. It will never 
include officers whose principal func- 
tion is administration. 

The legislative body is the major 
policy-determining agency In govern- 
ment. When this body is small, as in 
the case of many city councils, the chief 
executive will not need to assume major 
responsibility in connection with the 
determination of broad policies. In 
such cases, the chief executive may well 
be a part of the professional staff, se- 
lected upon a merit basis. Such a plan 
now operates effectively in many cities 
with the city-manager form of organ- 
ization. When the legislative body is 
large, as in the case of state govern- 
ments, the chief executive and a few 
immediate assistants will not be mem- 
bers of the professional staff, since they 
will be called upon to participate 
actively in policy formation. 

The complexity of modern govern- 
ment requires a high degree of compe- 
tence, particularly at the levels at 
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which the higher administrative officers 
function. It also requires a high degree 
of devotion tothe public service. These 
requirements can best be met through 
training for and-experience in govern- 
ment service. A corps of career ad- 
ministrators in charge of operating 
departments and responsible to policy- 
forming officials is essential to the suc- 
cessful functioning of the executive 
branch of the government. ‘This is the 
only means whereby the quality of 
personnel in public service may be made 
to correspond to the large responsibili- 
ties of that service. 

The effectiveness of the personnel 
system is affected by the soundness of 
the organization of operating depart- 
ments. To as large a degree as possi- 
ble, each operating department will 
administer closely related functions. 
It is seldom possible, however, to or- 
ganize an operating department in a 
manner such that some of its functions 
will not impinge upon functions per- 
formed by other departments. The 
successful administration of such func- 
tions requires close inter-departmental 
coöperation. This, in turn, requires 
machinery for codrdination at all 
major levels where these functions 
operate. Often this codrdination can 
best be achieved by means of inter- 
departmental committees, composed of 
staff members of the departments 
affected, and reporting back to the de- 
partment responsible for the adminis- 
tration of the function concerned. 

An effective organization requires 
that the number of major codrdinate 
administrative officers responsible di- 
rectly to the chief executive shall not 
exceed a reasonable span of control. 
This implies the assembling of all func- 
tions of a govefnmental agency into a 
few large groups. In a state or city 
government, this number should prob- 
ably never exceed six or seven, and 
might well be smaller. 
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SCOPE oF PERSONNEL 
ADMINISTRATION 


Over a period of many years the 
activities of government have con- 
stantly expanded and become more 
complex. To provide for this expan- 
sion and the increased complexity of 
government, a heavy strain has been 
placed upon personnel administration. 
In its earlier stages of development, 
public personnel administration was 
conceived to be a function designed 
primaril¥ to eliminate spoils. This 
idea has given way to a broader con- 
ception that places major emphasis 
upon developing incentives, increasing 
morale, and stimulating employee ef- 
ficiency. The promotion of the merit 
system has not decreased in importance, 
but new methods for accomplishing this 
purpose, methods that do not interfere 
with the development of a constructive 
and positive personnel program, are 
now recognized as essential and are be- 
ing employed in many jurisdictions. 

Personnel functions of an adminis- 
trative nature include such matters as 
attendance control, checking pay rolls, 
administering pensions, care of records, 
and preparing reports. Most per- 
sonnel agencies also participate in one 

“way or another in the classification of 
positions in the service, the determina- 
tion of salaries, and the formulation of 
salary schedules. The negative con- 
trols on recruitment have not decreased 
in importance, but the technique em- 
ployed to accomplish the ends sought is 
being constantly improved. 

Personnel agencies are increasingly 
participating in quasi-judicial func- 
tions in connection with appeals from 
decisions relating to demotion, separa- 
tion from the service, classification and 
salary status, and compensation for 
injuries received in line of duty. 

Many of the newer and more con- 
structive functions of personnel admin- 
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istration are primarily advisory in their 
nature. Their purpose is to stimulate 
desirable action on the part of em- 
ployees and management. Functions 
of this type relate to such matters as 
discipline; employee-management re- 
lations; working conditions; and health, 
safety, welfare, and recreation. ‘These 
matters are primarily the concern of 
the heads of the operating units, but an 
effective personnel service can render 
valuable assistance in studying such 
problems and suggesting means for 
their solution. > 

No exhaustive analysis of the func- 
tions mentioned above is necessary to 
make it clear that a continuous pro- 
gram of research is essential if personnel 
problems are to be dealt with ade- 
quately. Personnel management is 
not static in any of its aspects. Be- 
cause this is true, no one of the per- 
sonnel functions may well be excluded 
from the research program. This im- 
plies a personnel research agency in 
every jurisdiction except those that are 
very small. Small units may find it 
advisable to utilize the assistance of 
some outside agency in carrying on 
nécessary research activities. 

Most of the essentials of a model 
personnel system relate to the two 
major aspects of the personnel function 
~~entrance to the service, and increas- 
ing efficiency within the service. Both 
of these aspects will be discussed briefly. 


ENTRANCE TO THE SERVICE 


Effective public administration re- 
quires throughout the service men and 
women with adequate training for the 
work they are to perform and with 
qualities of character adequate for the 
positions they are to occupy. The 
best laws that may be devised may be 
virtually annulled if they are adminis- 
tered by an incapable or unsympathetic 
staff. The requirements mentioned 
are particularly important for those 
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charged with the responsibility of ad- 
ministering the personnel function, 
since pressures, political and otherwise, 
are frequently concentrated at that 
point. 

Within the general service, as dis- 
tinguished from the major policy- 
determining group, the judiciary, and 
the military service, merit appoint- 
ments will not be confined to the lower 
positions in a model personnel system, 
but will extend throughout the service. 
No appointments will be made for 
political purposes, or on the basis of 
personal friendship, family relation- 
ships, religious affiliations, or other non- 
administrative reasons. There will be 
no attempt to find jobs for individuals, 
but a constant endeavor will be made to 
find qualified and efficient persons to 
fill necessary jobs. There will be no 
discrimination because of the marital 
status of employees or applicants. 
Resident requirements will not be set 
up for technical, skilled, or higher posts, 
because such requirements restrict 
opportunity to secure the best talent 
for the public service, and limit the op- 
portunity to develop a career service. 
For economic reasons, such require- 
ments may be applicable for temporary 
positions or for unskilled labor. The 
conditions set forth above are necessary 
in order that all appointments may be 
made upon the basis of merit, which is a 
requirement of an effective personnel 
system. 

The technique employed in the re- 
cruitment of personnel will be in accord 
with the democratic principle of equal- 
ity of opportunity in accordance with 
merit. Examinations will be widely 
advertised and the duties and respon- 
sibilities of the positions for which the 
examinations are held will be ade- 
quately explained. The personnel ad- 
ministration will not wait passively for 
applicants to apply. Recruitment will 
be active. Well-qualified persons will 
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be sought out and urged to file applica- 
tions. Coöperative arrangements for 
the certification. of candidates will be 
developed with other governmental 
jurisdictions, with aceredited profes- 
Sional associations, and with educa- 
tional institutions.. 

Few personnel agencies can afford to 
have a permanent staff of examiners 
qualified to pass finally upon the quali- 
fications of candidates for some of the 
more important positions requiring 
high technical, professional, or admin- 
istrative ability. In certifying eligibles 
for such posts, therefore, use will be 
made of special boards of examiners. 
Such boards may well consist of a 
major staff member of the personnel 
division, a representative of the operat- 
ing agency for which the candidate is to 
be certified, and one or more persons 
either from within or from without the 
service, qualified to pass upon the 
eligibility of candidates for the position. 

‘The procedures employed in selecting 
persorinel for entrance to the service 
will be in accord with the requirements 
for the development of career services. 
A eareer service has been defined as a 
“life work . . . an honorable occupa- 
tion which one normally takes up in 
youth with the expectation of advance- 
ment, and pursues until retirement.” 
The establishment of effective career 
services is essential to the development 
of an effective personnel program. 

For each major type of service there 
will be an appropriate method of en- 
trance based entirely upon qualifica- 
tions to render effective service. ‘These 
qualifications include not only ability 
to render effective service immediately 
after entrance, but, what is even more 
important, capacity for continued growth 
in the service. This implies that a 
majority of those entering each type of 
service will be relatively young, will 
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enter at the lower positions within that 
service, and will be promoted to va- 
cancies at higher levels entirely on the 
basis of merit. 

It would seem inadvisable to restrict 
entrance to higher positions in the serv- 
ice exclusively to those who entered the 
service at the lower levels. * No matter 
how effectively a career service system 
may operate, no agency is likely to se- 
cure a monopoly upon persons well 
qualified to fill the higher positions. 
It may ke conceded that opportunity 
for promotion within the service is es- 
sential to a career service and to an 
effective personnel program. It may 
also be conceded that employees within 
the service, when they are equally 
qualified, should be given preference 
over candidates from without the serv- 
ice. An effective career service, how- 
ever, does not imply filling important 
positions from within the service when 
better trained and better qualified 
personnel can be secured from other 
sources. Such action would not assist 
in creating a true career service, but 
would tend to prevent the attainment 
of that goal. 


IncREASING Erricrency WITHIN 
THE SERVICE 


In personnel management, as in te- 
cruitment to the service, the techniques 
employed should exemplify the demo- 
cratic principle of equality of oppor- 
tunity in accordance with merit. ‘Em- 
ployees in a model personnel system 
will receive just treatment and be given 
reasonable security. ‘This requires that 
they be placed in positions where they 
can render the largest service, in ac- 
cordance with the total needs of the 
governmental units of which they are a 
part; that they be protected agast 
arbitrary dismissal, demotion, or dis- 
cipline; that their positions be properly 
classified as to duties and responsibili- 
ties; that they receive fair compensa- 
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tion for services rendered; that adequate 
provisions be made for supervision and 
In-service training, with opportunities 
for advancement or demonstrated merit; 
that they and their dependents be pro- 
tected against the hazards of sickness, 
old age, and death, disability, or injury 
in line of duty; and that working condi- 
tions be as conducive to health, safety, 
and efficiency as the nature of the work 
and the réquirements of the public 
interest permit. 

Upon entrance to the servige, every 
employee will be placed on probation 
for a definite period of time, ranging 
from a few months for positions of a 
routine nature to one or two years for 
important positions requiring diversi- 
fied talents and involving large respon- 
sibility. During this probationary pe- 
riod the supervisor of the employee, in 
codperation with the personnel agency, 
will give the employee careful super- 
vision, assist him to become more pro- 
ficient in his present work, and en- 
courage him to take additional training 
when such training seems advisable. 
Service records will be kept, and at 
stated intervals throughout the pro- 
bationary period, reports will be made 
by the supervisor to the personnel 
agency. At the end of this period the 
supervisor will be required to make a 
definite recommendation with reference 
to the future placement of the proba- 
tioner in the service. He will recom- 
mend that the employee be retained in 
his present position, that he be trans- 
ferred to some other position of equal 
or lower grade, that he be dismissed, or, 
in rare cases, that he be promoted to a 
position of greater responsibility. In 
any case, the recommendation will be 
definite. The employee will not be re- 
taihed in his present position merely 
because of a lack of positive action. 

Supervision and training will not 
_ cease with the end of the period of pro- 
bation. Both are important through- 
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out the entire service, and at all levels. 

In-service training is of two general 
types—training for the position which 
the employee now occupies, and train- 
ing for some other position in anticipa- 
tion of transfer or promotion. The 
governmental agency, through the 
stimulation of its personnel division, 
will be encouraged to provide both 
types of training when such facilities 
are not adequately provided by the 
educational system or are not easily 
available. When agencies of public 
education are easily accessible to em- 
ployees, such agencies will be encouraged 
to provide facilities for in-service 
training. 

In filling positions that become va- 
cant above the lower grades, it is a 
matter of major importance that ap- 
pointing officers give proper considera- 
tion to employees already in the service. 
Consideration will first be given to 
employees in direct line within the same 
department and unit. Next in order 
will come employees available for 
transfer and promotion from other de- 
partments. Failing to find suitable 
candidates within the service, well- 
qualified former employees available 
for reinstatement will be considered 
before turning to existing examination 
registers. New open competitive ex- 
aminations will be given only after 
failure to secure eligibles through the 
procedures mentioned above. 

° Classification of positions as to duties 
and responsibilities is a technical func- 
tion of great importance to the building 
of morale within the service. It is one 
of the major factors affecting the com- 
pensation of employees. As such, it 
becomes particularly important that 
this function be perfogmed efficiently 
and fairly, in order that high morale 
may be achieved. As a highly techni- 
eal function, classification cannot be 
performed effectively unless it is ad- 
ministered and conducted by trained 
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experts devoting full time to such work. 

Good working conditions and some 
degree of security are essential to high 
morale. The attainment of these ob- 
jectives is a joint responsibility of the 
operating departments, the personnel 
agency, the chief executive of the gov- 
ernment, and the policy-forming body 
responsible for the government. The 
central personnel agency will adminis- 
ter the accident compensation and re- 
tirement services. It will also coöper- 
ate with and encourage the depart- 
ments to provide other services for the 
improvement of working conditions. 


DEVELOPMENTAL ACTIVITIES 


In addition to activities of the type 
mentioned above, an effective personnel 
agency will perform many functions of 
a broad, developmental nature. It 
will keep itself well informed concerning 
methods, policies, and procedures of 
personnel management throughout the 
service. It will encourage and support 
constructive personnel development, 
and will disseminate knowledge con- 
cerning such development to other 
parts of the service. It will provide 
machinery for the codrdination of per- 
sonnel policies and plans within the 
service. It will develop advisory re- 
lationships with personnel administra- 
tions of other governmental jurisdic- 
tions and of industries, and with 
students of personnel administration 
wherever they may be found. It will 
utilize every legitimate means to stimu- 
late better personnel practices through- 
out the service. It will encourage 
officials to recognize the importance of 
high morale, and to become familiar 
with the means whereby such morale 
may be developed. To accomplish 
these ends, enfphasis will be placed 
upon positive, constructive action rather 
than upon negative, restrictive meas- 
ures of control. 

One of the most effective ways for 
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government to improve the develop- 
ment of its personnel function is through 
the coöperation of representative groups 
of employees and the supervisory staff. 
To secure such codperation, recognition 
should be given to the right of em- 
ployees to participate actively in the 
development of policies and plans 
whenever they are in a position to make 
a contribution. Members of the man- 
agement staff and the supervised em- 
ployees, together, comprise an organli- 
zation for publicservice. To obtain the 
objective? sought, the whole-hearted 
coöperation of all members of this 
organization is essential. 


PERSONNEL ADMINISTRATION IN THE 
STRUCTURAL ORGANIZATION 


‘The management of personnel is and 
must continue to be a major function 
of all administrators. Some aspects of 
the personnel function, however, are so 
highly technical that general adminis- 
trators are rarely found who are 
equipped with the technical knowledge 
or skill now available for personnel work. 
Furthermore, the burden placed upon 
administrators in administering the 
operating functions under their direc- 
tion is usually so heavy that it does not 
permit them to devote the time and at- 

*tention necessary to the successful 
performance of technical personnel 
functions. Because of this situation, 
specialized personnel agencies are es- 
sential at all major levels of adminis- 
tration. 

Good personnel in charge of the ad- 
ministration of the personnel function 
is an essential of good administration. 
But good personnel may be rendered 
relatively ineffective unless it is placed 
in an organization framework that is 
structurally sound. Furthermore, geod 
personnel is not attracted to an organ- 
ization that is structurally unsound, 
and when secured, can seldom be re- 
tained. Therefore, the personnel ad- 
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ministration must be given its proper 
position in the structural organization 
of the agency of which it is a part. 
Personnel administration is a part of 
management. Functions such as selec- 
tion of employees, efficiency ratings, 
promotion, demotion, and removal 
from the service, are essentially man- 
agement functions. Negative controls 
may be secured in part if these func- 
tions are performed by an independent 
civil service commission, but only in 
part. Itis easy to find ways and means 
whereby restrictive laws, “rules, or 
regulations may be overcome. Fur- 
thermore, such negative controls as 
may be necessary are more effective 
when operated as a part of manage- 
ment. Any other arrangement violates 
sound principles of administration, in 
that it robs management of initiative, 
and undermines responsible leadership. 
Consequently, negative controls can 
never be wholly effective if adminis- 
tered by a civil service commission 
operating as an independent agency 
outside of the management structure. 
Positive, constructive action in the 
performance of the personnel function 
almost never develops through an in- 
dependent civil service commission. 
The personnel agency is one of a 
group of service agencies established 
to assist operating agencies through the 
performance of technical functions. 
Other agencies of a similar type include 
those for fiscal control, purchasing, 
management of physical facilities, re- 
search, and long-range planning. Of 
this group, the agency for fiscal control 
and the personnel agency are of major 
importance. Their functions are closely 
related. At the level where the chief 
executive operates, these agencies con- 
stitute the major instruments through 
which he performs his managerial 
functions. ‘Therefore it is important 
that the heads of these agencies be 
made responsible directly to the chief 
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executive. Both functions are so im- 
portant that no chief executive can 
afford to delegate their performance 
completely to others. 

There is another reason, and a major 
one, why agencies for the performance 
of functions such as personnel admin- 
istration and fiscal control need to be 
attached directly to the office of the 
chief executive. These agencies must 
be given large responsibility for the 
performance of their specialized fune- 
tions, but these functions are performed 
in connection with activities for which 
line officers are responsible. The serv- 
ice agencies can never be given author- 
ity over the operating agencies com- 
mensurate with the responsibility that 
the service agencies have for the suc- 
cessful conduct of the functions with 
which they are charged. Therefore 
the service agencies need the active 
support of the chief executive and the 
prestige that will come from being at- 
tached to his office, in order that they 
may function in a satisfactory manner. 
No specialized function of major im- 
portance should be administered by a 
specialist primarily concerned with the 
administration of another specialized 
function. Both personnel administra- 
tion and the administration of the 
budget are highly specialized and im- 
portant functions. Therefore neither 
of them will be made subordinate to the 
other, but they will be given coédrdinate 
positions in the structural organization 
of the government. 


DECENTRALIZED ADMINISTRATION 


Some governmental jurisdictions are 
so large that it is not advisable to con- 
centrate all personnel functions in, a 
central personnel agency. Many of 
these functions can be administered 
more effectively if placed in the operat- 
ing agencies where the functions are to 
be performed. Some of them, such as 
the classification of duties and respon- 
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sibilities of employees, need to be 
administered in part by the central 
agency and in part by the operating 
agency under the supervision and con- 
trol of the central agency. In the case 
of functions administered directly by 
the central agency, such as examina- 
tions for entrance to the service, the 
active coöperation of the department 
is essential. Therefore, in each of the 
larger departments or other adminis- 
trative units, personnel offices will be 
established with a relationship to the 
head of the department similar to that 
described for the head of the central 
personnel agency with the chief execu- 
tive of the entire governmental juris- 
diction. 

Since in the larger jurisdictions there 
will be both a central personnel agency 
responsible to the chief executive, and 
departmental personnel offices respon- 
sible to the departmental heads, co- 
ordinating machinery is essential. Pos- 
sibly the best way to secure such co- 
ordination is to organize the heads of 
the personnel cflices in the departments 
into an advisory council, with the head 
of the central agency serving as chair- 
man. 


CLASSIFICATION OF FUNCTIONS 


Personnel functions may be classified 
as quasi-judicial, administrative, and 
developmental. Thehearing of appeals 
from decisions of administrative of- 
ficers is quasi-judicial. Activities such 
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as the giving of examinations or the 
classification of employees are admin- 
istrative. Stimulating others to per- 
form their personnel functions more 
effectively is developmental. The 
question arises as to the best type of 
agency through which to perform per- 
sonnel functions. Should the person- 
nel agency be headed by a board, or by 
an individual? ‘There are advantages 
and disadvantages in both arrange- 
ments. 

In the case of quasi-judicial functions 
there ar® some advantages in placing 
responsibility upon a board composed 
of three or more persons. But it is 
generally conceded that administrative 
functions can be performed best by an 
individual. Likewise, an individual is 
more effective than a board in the per- 
formance of developmental functions. 

The quasi-judicial functions are im- 

portant, but the administrative and 
developmental functions are of equal 
if not greater importance. The model 
personnel system will have a central 
personnel agency headed by an indi- 
vidual to care for administrative and 
developmental functions. Within this 
central agency it will establish a board 
which will be charged with responsi- 
bility for the quasi-judicial aspects of 
ethe personnel function. In this way. 
the advantages of both forms of organ- 
ization may well be secured without 
the disadvantages attached to either 
form of organization. 
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Accomplishments of the Civil Service Reform 
Movement 


By H. Error KAPLAN 


HE trumph of democracy was 
largely responsible for the intro- 
duction of. the spoils system in the 
United States. Little concern was felt 
for the seemingly unimportant problem 
of governmental personnel ‘until the 
effects of the spoils system became 
disastrous. It was then that the civil 
service reform movement began its 
struggle to shake patronage from the 
shoulders of American democracy. 
Better personnel in government and 
opportunities for a real career in public 
administration could never have been 
made possible, and never will be possi- 
ble, without the elimination of the 
patronage system. Where the merit 
system has been adopted, better per- 
sonnel has generally resulted. The 
story, though briefly told, is exciting. 


Frest REFORM or THE CIVIL 
SERVICE 


Imbued with the success of the civil 
-service system that had been mau-° 
gurated in England, Thomas Allen 
Jenckes, a Republican Representative 
from Rhode Island, markedly intelli- 
gent and able and financially inde- 
pendent, was the first statesman to 
seek scientific approach towards solving 
the problem of administrative reform. 
Although Senator Charles Sumner in 
1864 was the first to mtroduce a bill 
providing for competitive examina- 
tions in the civil service, the first com- 
prehensive merit bill was introduced 
by Jenckes on December 20, 1865. 
His bill made little progress until early 
in President Grant’s first administra- 
tion, when reform received a new im- 


petus. -A new band of reformers, 
among them George William Curtis, 
Carl Schurz, Dorman B. Eaton, Ever- 
ett P. Wheeler, and Charles J. Bona- 
parte, gave a new support to civil 
service reform. With their aid the 
first civil service merit system was 
established through the adoption of the 
Jenckes Civil Service Bill in 1871. 

President Grant appointed a Civil 
Service Advisory Board, at the head of 
which he placed George William Curtis, 
the foremost leader of the civil service 
reform movement. ‘The first report of 
the Commission was presented to 
President Grant on December 18, 1871. 
It was an excellent propaganda docu- 
ment for the civil service advocates. 

Although the new Civil Service 
Commission worked assiduously and 
persistently to carry out the new sys- 
tem of selection of minor clerical 
employees, it was not long before Con- 
gress failed to make appropriations for 
the continuance of the Commission’s 
work. ‘The whole scheme soon failed, 
and the system was formally aban- 
doned by President Grant in March 
1875. 


Rerorm ENCOURAGED BY 
PosaticaL PARTIES 


But the reform movement was far 
from dead. The platforms of both 
major parties in 1876 included planks 
calling for civil service reform. Pres- 
ident Hayes gave entouragement to 
the movement when, in his maugural 
address and in his first annual message 
to Congress, he acknowledged the con- 
tinuing existence of the Grant Com- 
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mission. His executive order against 
participation of office-holders in politics, 
and his declaration against political 
assessments of office-holders, rekindled 
the hope of the reformers. Shortly 
after the Hayes inauguration, Com- 
missioner Dorman B. Eaton was 
authorized to make a study of the 
British Civil Service. The report was 
transmitted by President Hayes to 
Congress in 1879.1. It had a tremen- 
dous influence in crystallizing public 
sentiment in favor of the extension of 
the merit system. 

In the meantime, Carl Schurz, who 
had been appointed Secretary of the 
Interior by President Hayes, had 
adopted a merit system of appoint- 
ments for his own department, and 
rigidly adhered to its application and 
enforcement. Schurz had been the 
first to show by practical example the 
real value of the competitive system of 
selection of public employees on the 
basis of merit and fitness. 


Toe BEGINNING OF ORGANIZED 
REFORM 


In May 1877, the New York Civil 
Service Reform Association, the first of 
its kind to be formed, was organized 
under the leadership of Dorman B. 
Eaton, Rev. Henry W. Bellows, Carl 
Schurz, Colonel Silas W. Burt, and 
Everett P. Wheeler, among others. 
In 1880 a committee of the Association 
headed by Dorman B. Eaton drafted a 
bill to regulate and improve the Federal 
Civil Service.? 

The committee prevailed upon Sena- 
tor Pendleton of Ohio to substitute the 
Association’s bill for his own draft, 
which was modeled on the Jenckes bill 
of 1871, and he introduced the Associa- 


1 Dorman B. Eaton, Civil Service in Great 
Britain, 1880; Henry Lambert, Progress of Civil 
Service Reform in the U. S. (1885), p. 10. 

2 Report of Executive Committee, Civil 
Service Reform Association (New York, 1881), 
p- 3; Good Government, Vol. XIII (1894), p. 185. 
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tion bill in the Senate on January 10, 
1881. The first hearing took place 
before the Senate Committee on Jan- 
uary 13, 1881, when Mr. Eaton and 
Mr. Wheeler appeared to present the 
views of the Association in support of 
the Pendleton bill. 

On August 11, 1881, the National 
Civil Service Reform League was or- 
ganized at Newport, Rhode Island, by 
the same leaders of the reform move- 
ment. At the first meeting, George 
William Curtis was elected president 
of the newly formed League. The first 
important business session was devoted 
to discussion and approval of the 
proposed Pendleton bill already before 
the Senate. Resolutions calling for 
the formation of civil service reform 
associations all over the country, and 
opposing political assessments of civil 
service employees and their arbitrary 
removal from office, were adopted.’ 

The reformers realized the value of 
public opinion and set about to influ- 
ence it by all the known methods of the . 
day. A special committee was ap- 
pointed to address the clergy and edu- 
eators concerning civil service reform. 
Thousands of documents and pam- 
phlets relating to all phases of reform 
were printed and circulated throughout 
“the country. In the first three years 
of its organization, for example, the 
New York Association had circulated 
over 600,000 pamphlets and docu- 
ments. Letters were addressed to 
candidates for governor, Congress, the 
state legislatures, and city officers. 
Their replies were printed and circu- 
lated and statements released to the 
press from time to time. Special 
articles were prepared for newspapers 
and the press. Prizes were offered in 
the schools for the best essays on cil 
service reform. And a publication 


3 Everett P. Wheeler, Sixty Years of American 
Life (1917), p. 264; Civil Service Record, Vol. I, 
No. 5, 1881. 
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known as the Civil Service Record 
carried monthly statements of the 
progress of the reform. Addresses 
were made by prominent reformers to 
enthusiastic audiences.* 

Formation: of local associations pro- 
gressed rapidly and they grew steadily 
in membership. By January 1883 
there were fifty-nine local associations 
in addition to the National League. 


e 
ADOPTION OF PENDLETON CIVIL 
SERVICE AcT 


® 

In spite of all this agitation for 
reform in the civil service by some of 
the ablest leaders, and in spite of the 
tremendous support the League had 
gained for the reform movement, it is 
doubtful whether the Pendleton bill 
would have been adopted for many 
years after 1883 had it not been for 
the tragic death of President Garfield 
caused by a disappointed office seeker. 
This captured the public imagination 
that set the torch of the reformers 
ablaze. They seized the great oppor- 
tunity that the unfortunate incident 
had made possible. ‘They dramatized 
evils of the spoils system as never 
before. A special committee of the 
League prepared a circular on Gar- 
field’s favorite expressions on reform,, 
and a large placard was posted in all the 
post offices of the country. The re- 
form movement was brought home to 
hundreds of thousands of citizens. 
Within three years after the formation 
of the National Civil Service Reform 
League the Pendleton Act became law 
—January 3, 1883.5 It was the great- 
est single example of successful propa- 
ganda of the reformers. 

The success of the Pendleton bill in 
Congress encouraged the reformers to 


Frank M. Stewart, National Cini Service 
Reform League, History, Activities and Problems, 
pp. 30-31 and Chap. IV. 

8 Ibid., pp. 31-34; Statutes at Large, 403-7, 
1883. 


THe ANNALS OF THE AMERICAN ACADEMY 


turn to the states for extension of re- 
form. The New York law, based on 
the Federal act, was drafted by Edward 
M. Shepard and Everett P. Wheeler, 
members of the Executive Committee 
of the Association, and was introduced 
in the legislature by Theodore Roose- 
velt in February 1883. It was passed 
by the legislature in May of that year 
and signed by Governor Grover Cleve- 
land, who had recommended reform in 
his message to the legislature. Massa- 
chusetts adopted the civil service law 
in 1884, and it seemed as though the 
parade of the reformers was definitely 
under way.® 

With four changes of political admin- 
istration coming so soon after the adop- 
tion of the Civil Service Act (Cleve- 
land, 1884; Harrison, 1888; Cleveland 
again in 1892; and McKinley, 1896), 
the act had to withstand attacks from 
both sides. The reformers not only 
weathered the storm during this critical 
period, but were able to secure great 
extensions of the system, particularly 
during the second administration of 
Cleveland. 

A further review of the history of the 
movement would require far too much 
space to record here. Suffice it to 
state that the story of the development 
of the merit system is virtually the 
story of the reform movement under 
the leadership and guidance of the 
National Civil Service Reform League.’ 


EARLY PROGRAM OF THE 
REFORMERS 


But the reformers did not content 
themselves solely with the adoption of 
civil service laws and drafting of civil 
service rules. ‘The first court test case 
involving the right of Congress to 

8 For list of states adopting civil service laws, 
see League’s publication Business Value of the 
Merit System, p. 29. 

7A. Bower Sageser, The First Two Decades of 
the Pendleton Act—A Study of Cwil Service 
Reform (1935), p. 240; Stewart, op. cit., pp. 182-3. 
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legislate in reference to the Federal 
civil service was sponsored and success- 
fully defend by the New York Civil 
Service Reform Association even before 
the Pendleton Act was adopted. 

The reformers fought persistently for 
the repeal of the Tenure of Office Law. 
The problem of practical tests for 
entrance into the service was given 
early and serious attention by special 
committees of the League. A system 
of promotional examinations adopted 
by the Federal Commission in 1887 
was evolved with their aid. They 
were the first to recognize the need for 
some reasonable restriction on remov- 
als without prevention of the removal 
of incompetent or insubordinate em- 
ployees. The system of removals in 
operation today was advocated and 
developed by the League as early as 
1886. 


MAJOR ACCOMPLISHMENTS 


Besides the great extensions of the 
competitive system that have been 
effected, which up to 1932 represented 


* 81 per cent of the total Federal execu- 


tive service, ten states and over four 
hundred municipalities have adopted 
the merit plan. Among other impor- 
tant gains, the reformers have also been 
largely responsible for: 

1. The civil service constitutional 
amendments in New York (1894), 
Ohio (1912), Colorado (1918), and 
California (1934); 

2, Adoption of civil service laws in 
the Philippines and Puerto Rico and 
adoption of most civil service laws in 
ten states and most of the four hundred 
cities operating under such systems; 

3. Prohibition of undue political 
activity of Federal classified employ- 


® 
8 Ex parte Curtis, 106 U.S. Reports 371 (1882); 
Proceedings, National Civil Service Reform 
League, 1882, pp. 13-14; 1883, pp. 8-9; Report 
of Executive. Committee, Civil Service Reform 
Association (New York, 1883), p. 7. 
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ees, by Presidential executive order; 

4. A study of the superannuation 
problem and ultimate adoption of a 
reasonably adequate retirementsystem; 

5. Reorganization of the diplomatic 
and consular service culminating in the 
Rogers Act of 1924, which resulted 
largely from the findings and recom- 
mendations of the National Civil Serv- 
ice Reform League in its Report on the 
Foreign Service, in cotpergtion with 
the National Manufacturers Associa- 
tion and the Foreign Trade Council; 

6. InveStigation of veterans’ prefer- 
ence laws which resulted in modifica- 
tion by Presidential executive order; 

7. Investigation of operation of Pres- 
idential postmaster appointments; 

8. Survey of appointments of food 
inspectors throughout the country; 

9. Reclassification of the Federal 
Civil Service (1923); 

10. Reorganization of the Prohibi- 
tion Enforcement Forces (1927); 

11. Reorganization of the United 
States Veterans’ Bureau (1924); 

12. Consolidation of most Federal 
personnel units in the Civil Service 
Commission (1933); 

13. Many reforms involving the 
administration of the merit system 
laws in the Federal, state, and munici- 
pal service; 

14. Successful litigation in the courts, 
to secure proper enforcement and 
defense of the merit system; 

15. Preparation of digest of civil 
service laws; preparation and distribu- 
tion of model drafts of Civil Service 
Laws for States and Cities; and co- 
operation with Federal, state, and 
municipal personnel agencies toward 
solution of administrative problems. 

It is not an exaggeration to state 
that the civil service reformers haye 
done more than any similar group in 
successfully fighting in the courts for 
their principles. This they have done 
in a practical way. They have ac- 
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complished real results in sound and 
economical government administra- 
tion.? 


CRITICISM AND APPRAISAL 
or REFORM 


The reformers have often been 
charged with almost fanatical faith 
in mere competitive tests as a means of 
solving the personnel problem in. gov- 
ernment; with a blind adherence to a 
program singularly devoted to elimina- 
tion of the spoils system; in short, with 
a merely negative view of the problem 
of personnel control, with little con- 
cern for a more constructive program of 
improving personnel administration 
and for the establishment of a real 
career system in the public service. 

Perhaps much of this erroneous con- 
ception is due, first, to the unfortunate 
outmoding of the word “reform” in 
the name of the League, which has had 
a poor psychological effect; second, to 
the constant need for defending and 
consolidating the gains made against 
persistent open and secret attack from 
both political parties; and, third, mere 
ignorance of what the reformers have 
actually sought and accomplished in 
the field of sound personnel control, 
outside of their partial success in 
eliminating the patronage system. 

Some of the early reformers un- 
doubtedly viewed the “merit system” 
primarily as a moral issue—the reform 
of our political institutions. It was 
not very long before the reformers 
found it more of a problem of scientific 
personnel administration. They did 
not fail to appreciate the need for 
improving the methods and practices 
of the personnel agencies. In the 
last twenty years the emphasis has 
steadily shifted to this more positive 


-*See Reports of Executive Committee, Civil 
Service Reform Association, New York, 1921 to 
1986; Good Government, Vol. LII (1935), pp. 
17-26. 
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side. In 1918 one of the younger 
reformers pointed out forcefully that it 
was erroneous to view: civil service 
reform solely as a means of keeping the 
spoilsmen out. The merit system, 
scientifically understood, he pointed 
out, is not merely a mechanical con- 
trivance to keep the spoilsmen out, 
but is a positive, constructive force 
for public service, assuring the most 
effective service by trained persons at 
the least public cost.1° 

From time to time special commit- 
tees have been appointed by the Re- 
form League to survey the operation 
of the civil service laws, study im- 
proved methods of personnel adminis- 
tration in public and private agencies, 
and examine complaints of violations 
of law. Investigation of the operation 
of appointments of postmasters and 
rural free delivery carriers, of opera- 
tions under the census bills, of the 
effect of the veterans’ preference laws 
on personnel administration, of politi- 
eal activity of Federal office-holders, 
of the need of a retirement system, of 
methods of rating job performance, and 
of other needs of the system, has been 
quite common. 

The relationship to the government 
of public employees and their organiza- 
tions has also been given considerable 
attention. At the League’s annual 
meeting in 1920, for example; an im- 
portant declaration of policy was 
enunciated with regard to the right of 
employees to strike against the gov- 
ernment, and their right to just treat* 
ment by the government. 

In 1924 the League boldly under- 
took to persuade the two major po- 
litical parties to agree to an“‘armistice”’ 
on patronage. At the suggestion of 

10 Stewart, op. cù., pp. 18%, 242-4; of. William 
A. Bird, IV, “Civil Service Reform as Employ- 
ment Management,” Public, Vol. XXI (1918), 
p. 1179. 


11 Proceedings, National Civil Service Reform 
League, 1920, p. 7. 
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Franklin D. Roosevelt, who then 
thought it time to be practical and 
perform a major operation instead of 
awaiting the plodding progress of civil 
service reform, the League placed the 
subject squarely before the political 
leaders of both major parties? The 
national committeemen of both parties 
were sent identical resolutions chal- 
lenging each other to join in a pledge 
that all appointments to administra- 
tive positions in the Federal service 
should be made on the sole basis of 
merit and fitness, and that such posi- 
tions should not be used as patronage 
for either party’s support. Although 
three fourths of the replies received 
from both sides stated that they would 
support such a proposal, and only two 
replies opposed it (one from a Repub- 
lican and the other from a Democrat), 
it does not appear that the political 
organizations had even considered a 
resolution at the meetings of their 
respective national committees. How- 
ever, the reformers had long before 
become accustomed to promises with- 
out performance. 


Tre Unrovisnep Task 


If the achievements of the League 
in obtaining competent public em- 
ployees have not come up to the ex- 
pectations of the impatient political 


” Proceedings, National Civil Service Reform 
League, 1934, pp. 15-17; Stewart, op. cit., pp. 


91-2. j 
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scientist or the uninformed business 
executive, it must be recognized that 
the reformers have been working under 
terrible handicaps. They have been 
so busy seeking to educate public 
opinion and creating sentiment for the 
merit principle in the face of a reluc- 
tant political atmosphere, and so en- 
grossed in extending it on a wide front, 
that they have had little opportunity to 
give their attention tu the other im- 
portant phases of personnel adminis- 
tration tọ the degree they deserved. 
But there is no doubt that the stand 
ards of personnel administration have 
been gradually raised by the reform 
movement. The movement has not 
yet succeeded in securing for govern- 
ment the better trained executives 
and administrators, It has not yet 
made a real career in the public service 
possible. A great deal remains to be 
accomplished in that direction. 

With the commanding attention that 
the civil service reform movement is 
now receiving (in large part due to the 
reformers’ intensive propaganda) and 
the demand for a more constructive 
program on the part of the younger 
business men, financiers, and members 
of the professions that have lately 
come into their ranks, the reformers 
“are ready to march on with a new 
movement which President H. W. 
Dodds of Princeton chooses to call 
“Civil Service Reform—1936 Model.” 


13 Good Government, Vol. LITI, pp. 8-13 
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In-Service Training by State Leagues of Municipalities 


By Arnoip Mites 


TATE leagues of municipalities 
cannot be regarded as educational 
agencies uf the ordinary sense of that 
term. The fact remains, however, 
that during the past eight years up- 
wards of fifty thousand municipal and 
county employees and officials have 
secured training in schoolse operated 
under the supervision of state leagues 
of municipalities. In 1985 schools 
were held for a dozen different types of 
publie officials by leagues in fourteen 
states. The purpose of this article is 
to summarize briefly the growth and 
the present status of league training 
activities and to suggest certain prob- 
able future developments. 


DEVELOPMENT OF TRAINING FOR 
THE PUBLIC SERVICE 


During the last ten years there has 
been a growing demand by officials and 
by municipal governing bodies for more 
competent personnel. There is no 
question that had there been extensive 
training facilities available in colleges 
and universities, many governmental, 
employees would of their own accord 
have attended such courses. Failing 
to find such facilities, public officials 
themselves assumed the responsibility 
for developing training programs for 
their own need. These programs have 
been developed almost exclusively 
through state leagues of municipalities. 

The first state league of municipal- 
ities was founded in Indiana in 1893, 
and from then until 1910 only nine 
state leagues were organized. During 
tife period 1910-1920 twenty-two new 
leagues came into existence. From 
1920 to 1936 eight additional leagues 
were organized. ‘The leagues are the 
direct result of the problems resulting 


from all the factors which have con- 
tributed to the urbanization of Amer- 
ican society during the last several 
decades. During the first part of their 
existence, state leagues of municipal- 
ities were primarily concerned with the 
development of informational services 
concerning municipal practices, and 
with the enactment of state legislation 
to alleviate urban problems. It was 
not until 1928 that many of the 
leagues began the operation of training 
schools. 


DEVELOPMENT OF Iy-SERVICE 
TRAINING BY STATE LEAGUES 


The New York State Conference of 
Mayors and Other Municipal Officials 
inaugurated training work in State 
leagues by the establishment in 1928 of 
a zone training program for policemen 
and firemen. At that time the Con- 
ference had had long experience in pro- 
viding municipal officials with accurate 
and complete data on municipal prac- 
tices through its own information 
bureau. The Conference said: 


A study and observation of municipal 
administration revealed a few years ago 
that the goal of perfection sought is not be- 
ing approached as rapidly as the public 
demanded and the Conference desired. It 
was found that municipal service was 
greatly improved but that municipal serv- 
ants were not uniformly proficient, and the 
Conference had been exerting all of its ener- 
gies to aid officials to solve problems and 
establish policies as they arose. Practically 
nothing had been done to help the new of- 
ficial know his job. Experience had been 
teaching the official the daily routine of 
public service, and although experience was 
a competent and exacting teacher, it was 
also slow and expensive. The problem 
then was to find an effective substitute for 
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experience during the apprenticeship period. 
Close study brought the solution. That 
solution is the municipal training school 
which provides training in service.! 


After two years of valuable experi- 
ence in its police and fire training pro- 
grams, the Conference expanded its 
program in 1930 to include training for 
financial officials, civil service commis- 
sioners, building inspectors, and wel- 
fare officials. So successful was the 
training program that its further ex- 
pansion was inevitable. This expan- 
sion was made possible when on Janu- 
ary 1, 1931 a grant of funds to be used 
over a six-year period was received for 
this purpose. l 

Since that time, with the exception of 
1933 when all except police and fire 
schools were suspended because of the 
municipal financial crisis, the training 
program of the Conference has been 
steadily extended. All in all, the Con- 
ference has now operated more than 
250 training schools which have been 
attended by approximately 35,000 mu- 
nicipal officials in New York State. 
The training program of the Confer- 
ence has several significant character- 
istics. To begin with, it is under the 
control and direction of municipal 
officials themselves. Secondly, it places 
responsibility for the cost of training 
on the municipalities themselves. Fi- 
nally, while 


the training is not yet a requirement, it i$ 
available only to officials in the service, as 
the plan develops training undoubtedly will 
be necessary for advancement, if not com- 
pulsory for permanent tenure. Already in 
several New York municipalities police and 
firemen seeking promotion find themselves 
handicapped if they have not attended the 
training schoo]. eIn these municipalities 
the state and local civil service commission- 
ers are allowing certain credits for attend- 


1N. Y. State Conference of Mayors and Other 
Municipal Officials, Municipal Training Schools 
in New York State (1934), p. 11. 
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ance at the training schools of the New 
York State Conference of Mayors and 
Other Municipal Officials.* 


Following closely in the footsteps of 
New York, the League of Virginia 
Municipalities in 1932 established a 
zone training program for police, and in 
1933 a fire zone training program. 
Some idea of the way such a program 
works may be obtained frpm the fol- 
lowing brief description: 


Zone fire training schools for firemen, 
paid and volunteer, were inaugurated in 
Virginia in 1933, when the first Instructors’ 
Training School was held at Richmond. 
The locations of zone schools at compar- 
atively equidistant points were determined 
having regard to density and geographical 
distribution of the population and the dis- 
tance to be traveled by the students to the 
zone centers. Twenty-four zone centers in 
all were established, from each of which a 
competent, experienced fireman, with po- 
tentialities as an instructor, was chosen 
after conferring with fire chiefs, managers, 
mayors, and officers of the various associa- 
tions and organizations sponsoring the 
training program, 

Each year, the zone school instructors 
have been brought to Richmond for one 
week of intensive work designed to equip 
them as fire mstructors, after which they 
have returned to their respective commu- 
“nities and in coöperation with the staff of 
the League of Virginia Municipalities have 
organized and conducted zone fire training 
schools for the members of their own fire 
departments and those of neighboring com- 
munities in each zone. The fire depart- 
ments adjacent to the zone training center 
usually sent their members to the instruc- 
tors. Ina few instances, however, the zone 
instructor organized branch schools in vari- 
ous sections of his zone. Under certain 
conditions, the latter plan is advantageous, 
although it is more costly and requires 
much more time on the part of the respec- 
tive instructors,’ 


2 Ibid., p. 13. 

3 League of Virginia Municipalities, Does In- 
Service Training of the Publie Personnel Pay? 
(1936), p. 1. 
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The training program of the Vir- 
ginia League has likewise expanded 
heavily since its inception, and ap- 
proximately nine thousand municipal 
employees in the State have now been 
reached by this program. 

Following the example of these two 
states, traiting schools have been held 
in one or more of the past five years 
under the auspices of state leagues of 
municipalities in Arkansas, Colorado, 
Georgia, Ilinois, Indiana, Kansas, 
Kentucky, Michigan, Minnesota, Mis- 
souri, Nebraska, Ohio, Oklahoma, South 
Dakota, Tennessee, Texas, Washing- 
ton, West Virginia, and Wisconsin. 
The number of municipal employees 
reached by these programs was ap- 
proximately seven thousand in 1931, 
and has risen steadily until in 1936 the 
annual total attendance was approxi- 
mately fourteen thousand. 

Schools have been and are being held 
for such various types of municipal of- 
ficials as assessors, building inspectors, 
city managers, city clerks, civil service 
commissioners, finance officers, fire- 
men, fire chiefs, fire instructors, food 
inspectors, milk inspectors, park offi- 
cials, policemen, police chiefs, police 
instructors, public welfare officials, 
public works officials, purchasing offi-, 
cials, recreation officials, sewage offi- 
cials, water superintendents, and weights 
and measures officials. 


TRAINING ACTIVITIES OF THE 
American Mouwnicipar ASSOCIATION 


The American Municipal Associa- 
tion, which is the national federation of 
state leagues of municipalities, has 
from the beginning actively promoted 
the development of training programs 
by state leagues. Its activity began 
with the publication of reports on the 
training experience of state leagues and 
with the exchange of information on 
this subject. During the last two 
years it has taken a more active inter- 
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est by being able to supply consulting 
service to those state leagues which 
wished to inaugurate new courses of 
training. The Association now main- 
tains in its central office in Chicago a 
panel of instructors for the information 
of state leagues. It has also analyzed 
the training curricula which have been 
developed to date, and it renders assist- 
ance in the construction of courses of 
study for new schools. In addition, 
the Association is providing extensive 
information to state leagues in antici- 
pation of new training potentialities 
under the recently enacted George- 
Deen bill, which is discussed below. 


RESULTS or In-Service TRAINING 


In attempting to answer the ques- 

tion “Does in-service training of per- 
sonnel pay?” the League of Virginia 
Municipalities has just completed a 
computation which indicates that some 
of the credit for the recent reduction in 
fire losses in Virginia is directly due to 
the fire training program in that State. 
Whereas fire losses in the entire United 
States in 1935 were approximately 55 
per cent of what they were in 1931, in 
Virginia the 1935 losses were only 39 
per cent of the 1931 losses. It is par- 
ticularly significant that the largest 
variations between United States and 
Virginia fire losses have occurred since 
the beginning of the fire mstruction 
program in Virginia. 
* Stated in the words of a fireman and 
in terms of specific improvements, Vir- 
ginia has a number of important ex- 
amples to illustrate the value of train- 
ing. The Virginia Fireman says: 


Zone Number Eight has four good-sized 
towns, namely, Lawrenceville, Emporia, 
South Hill and Blackstone. ‘The first men- 
tioned town started their fire training pro- 
gram during the fall of 1933 and have 
continued this training to date. The 
Lawrenceville firemen put in many hours of 
hard work and study during the past four 
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years which has brought about the reorgan- 
izing and equipping of their own town with 
an up-to-date fire department. The fire 
department has discarded its old reel carts, 
torn down its dilapidated frame fire station 
and replaced it with a modern fireproof 
building. ‘This department boasts of a new 
Ford Chassis equipped with a 500-gallon 
pump, an ample supply. of new double 
jacket hose, ladders, pike poles, nozzles, gas 
masks and practically all other equipment 
needed in a small fire department. It can 
also boast of a modern electric alarm sys- 
tem. These boys have reduced the annual 
fire losses from thousands of dollars to only 
a few hundreds, resulting in a reduction of 
approximately 40 per cent in fire insurance 
rates in this town. ‘These boys can further 
boast that during the past four years not a 
single fireman has received an injury during 
drills or at actual fires. From the above 
one can readily see that these schools have 
been more than worth while in the town of 
Lawrenceville. 

Emporia and South Hill noted the prog- 
ress made by the Lawrenceville Fire De- 
partment, so contacted Mr. W. E. Hill, the 
instructor for zone eight, and arranged to 
start a fire training program in their own 
department. These departments, how- 
ever, did not undertake this training until 
1934. Both now have a very active and 
progressive fire department. i 

The State of Virginia will be able to main- 
tain a record of having the smallest fire 
losses per capita of any state in the U.S.A. 
if these fire schools are continued for a few 
more years, showing the same progress that 
they have during the past four years.‘ 


Not only has training succeeded in 
saving money for cities and citizens, 
but in at least one instance it has saved 
a life. Ina recent case in Little Rock, 
Arkansas, the entire credit for saving 
the life of a man with a bad injury was 
given to first-aid training obtained by 
a police officer in a school operated 
jointly by thé Arkansas Municipal 
League and the State Division of Trade 
and Industrial Education. 

$t League of Virginia Municipalities, op. cit. 
p. 10. 
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Many far less dramatic examples of 
the tangible results of training are to 
be found on every hand. Perhaps the 
best evidence of the success of in-serv- 
ice training is that invariably officers 
who have attended one school are anx- 
ious and insistent that further schools 
be held. . 


FUTURE TRAINING ACTIVITIES OF 
STATE LEAGUES 


It may well be asked whether in- 
service tyaining is a transitory or a 
permanent program. All present evi- 
dence points toits permanency. Pend- 
ing the development of satisfactory 
and well-distributed pre-entry training 
facilities in colleges and universities, 
in-service training is the only type of 
training available for many groups of 
public officials. Furthermore, even 
when such pre-entry training has been 
extensively developed, it would seem 
that in-service training must go hand in 
hand. This is true not only because 
many colleges and universities consider 
their function to be the provision of a 
broad background rather than of spe- 
cific vocational training, but also be- 
cause it is obviously impossible at one 
time to equip a publie official with all 
the knowledge and techniques that he 
“may require throughout his period of 
governmental service. Public employ- 
ees have a responsibility to assist in 
keeping governmental operation in 
tune with changing social and economic 
conditions, and this responsibility can 
be discharged satisfactorily only if pub- 
lic employees have access to training in 
new methods of operation. No better 
evidence is needed than the insistence 
of most progressive educational ad- 
ministrators on in-service training for 
public school teachers. ° 

The future in-service training activ- 
ities of state leagues of municipalities 
will be greatly influenced by the pas- 
sage of the George-Deen bill. This 
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bill, enacted by the 1936 Congress, 
provides specifically that Federal vo- 
cational education funds may be spent 
for training in “public and other service 
occupations.” The bill also author- 
izes a considerable increase in Federal 
appropriations available to the states 
for assistance in vocational training. 

If the 1937 Congress appropriates 
funds to carry out the purposes of the 
George-Deen Act, the opportunity will 
be at hand for the first time for a well- 
supported program of in-service train- 
ing for public employees. According 
to the requirements in the act, all 
funds must be expended under the 
general supervision of the United 
States Office of Education and the 
specific supervision of state boards for 
vocational education. ‘The state boards 
may in turn delegate the operation of 
training programs to other agencies, all 
of which must be legally constituted 
educational authorities. 

These requirements at once raise the 
question of the status of state leagues 
of municipalities in any in-service train- 
ing programs undertaken under the 
George-Deen Act. Will future in- 
service training programs for public 
employees be operated solely by state 
boards for vocational education? Will 
state leagues withdraw from this activ-° 
ity altogether? Or will vocational ed- 
ucation authorities and state leagues 
work together in the development of 
more extensive and more effective 
training? 


CoOPERATION BETWEEN AGENCIES 


If present experience is any criterion, 
there will be no conflict or competition 
between these two types of agencies. 
In New York, for example, there was 
created in 1936 by statute a Municipal 
Training Institute for the purpose of 
operating in-service training for munic- 
ipal officials. This institute, the di- 
rectors of which are the Executive 
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Committee of the New York State 
Conference of Mayors and Other Mu- 
nicipal Officials, was created as a cor- 
poration by the Regents of the State 
of New York, and operates-under their 
supervision. The statute creating it 
specifically provides 


that if such courses of study and plan of in- 
struction shall be approved by the Regents, 
the cost of carrying out such a program 
may be defrayed in part with grants of 
Federal vocational education money made 
to the Regents under Acts of Congress for 
training those in public and other service 
occupations. 


In other words, the Municipal Train- 
ing Institute is a legally constituted 
educational authority and therefore 
may spend funds allocated by the 
Smith-Hughes, George-Deen, or other 
Federal statute for vocational educa- 
tion. Plans are now going forward in 
New York for the expansion of the in- 
service training program which has been 
conducted by the Institute since 1928. 

No other state has as yet established 
such an arrangement, but close work- 
ing relationships exist in several states 
between the state leagues and the state 
divisions of trade and industrial educa- 
tion. In Virginia, part of the instruc- 
tional cost of the zone fire training 
program operated by the League of 
Virginia Municipalities has been borne 
by state and Federal vocational funds. 
In Oklahoma and m Arkansas, police 
schools were conducted in 1936 under 
the joint auspices of the state leagues 
and the state divisions of trade and 
industrial education. 

State directors of trade and indus- 
trial education are at the present time 
preparing five-year plans for the ex- 
penditure of state and Federal voca- 
tional education funds* In order that 
these plans may include provisions for 
public service training, officials of 
many state leagues are now discussing 
with vocational education authorities 
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training requirements in the various 
states. Itis confidently expected that 
in the next several years many new 
training programs for government em- 
ployees will be established. There is 
general agreement that the immediate 
objective is the establishment of a 
small number of thoroughly sound pro- 
grams rather than of a large number of 


Arnold Miles, M.S., is assistant director of the 


153 


only partially effective training courses. 
Toward this objective, the several 
types of in-service training agencies— 
state leagues of municipalities, state 
divisions of trade and industrial educa- 
tion, colleges and universities, and in- 
dividual departments of cities, states, 
and the Federal Government—are 
steadily moving. 


American Municipal Association, Chicago, which is the 
national federation of state leagues of municipalities. 
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Interneship Training in the Public Service 


By Oris THEopoRE WINGO 


NTERNESHIP ' training within the 
field of public administration in- 
cludes: (1) practical experience as 
unsalaried interne assistants to skilled 
administrators; (2) a supervised educa- 
tional program directed toward the 
particular phase of government in 
which the interne is most iftterested; 
(3) an opportunity for the development 
of individual initiative and ability; and 
(4) a broader understanding of the 
functions and services of government 
in a modern society. 

The interneship method has long 
been known to the medical profession. 
In a number of states a law school 
graduate must serve a clerkship in a 
law office for a certain time before he 
can be admitted to the bar. Many 
other vocations require practical expe- 
rience of recruits before placing them 
in positions of responsibility. 

Apprenticeship opportunities in gov- 
ernment services of various levels have 
been available for some years in the 
United States. In England and conti- 
nental Europe formalized apprentice 
ships, such as the articled clerks of the 
British town clerk, have provided a 
more or less accepted practice of 
entrance into the public service. 


SELECTION OF INTERNES 


The interneships of the National 
Institute of Public Affairs in the 
Federal Government at Washington 
combine some of the features familiar 
to the above apprenticeships, with an 
educational program added. Govern- 

1 The author has called our attention to the 
fact that for years the words “interne” and “in- 
terneship” have been spelled “intern”? and “‘in- 
ternship,’”’ when referring to training in publie 
administration, a practice which apparently is 
not recognized by our office dictionary. [Ed.] 


ment apprenticeships in the United 
States have heretofore been open to 
high school graduates, college students, 
and, in a few cases, college graduates 
and graduate students. Usually these 
apprenticeships have been limited to a 
period of a few months or weeks. The 
National Institute’s interneship pro- 
gram, which lasts for a year, is set at 
the level of the college graduate and 
graduate student. The internes in 
process of training under the current 
program average one year out of col- 
lege. A considerable number have 
carried on a year or more of graduate 
study at a university. Many of them 
plan to continue their academic studies 
after their interneships are completed, 
some through “‘sundown” courses in 
connection with a full-time job. 

Each interneship is an individual 
matter, treated in accordance with the 
interest, the background, and the 
personal plans of the interne himself. 
In each case the experience of interne 
assistant to a government official is 
arranged in the field of public service 
that is most appealing to the student. 
Of equal importance is the careful 
choice of the proper official as super- 
visor. It is as important to arrange 
for the right supervisor as it is to select 
the candidates for the imterneships. 
The skilled administrator who is the 
most effective supervisor may be the 
top official of the agency that interests 
theinterne. Sometimes a better choice 
can be found in the ranking permanent 
official who has certaimadvantages and 
attitudes which have come to him 
through years of experience in the 
service. 

There is a definite tendency for the 
interne to desire experience in admin- 
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istrative staff activities, particularly 
personnel. He may decide upon a 
certain agency because of a particular 
administrator’s skill in a staff function, 
and not because he has any special 
interest in the department. His deci- 
sion about placement for himself is also 
influenced, of course, by the orientation 
experience through which he is put by 
the National Institute before he reports 
to any government supervisor. 

Each year’s group of internes is made 
up of thirty young men and women, 
carefully chosen under a thorough 
selection system which includes per- 
sonal interview of the hundred finalist 
candidates by a member of the Scholar- 
ship Committee of the Institute. 
Although the present group averages 
one year out of college, candidates may 
compete for the appointments if they 
are to receive the bachelor’s degree be- 
fore the beginning of the interneships in 
September. They must have achieved 
high scholastic standing and possess 
outstanding qualities of character, 
ability, and aptitude for leadership. 
They must be of the type that can 
bring things to pass. Their record 
must be of definite interest in public 
problems, and their candidacies must 
be indorsed by the president and the 
government faculty or the scholarship 
committee of the institution from 
which they come. 

In connection with the annual selec- 
tion of these young people, it is inter- 
esting to make some observations on 
the group of internes participating in 
the current training program. Eight- 
een of them were officers of their student 
bodies. Nine were editors or business 
managers of undergraduate newspa-~ 
pers. Included in the group are three 
former captains of college athletic 
teams and twenty-one who headed such 
extra-curricular activities as inter- 
national clubs, debating teams, politi- 
cal societies, undergraduate employ- 
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ment agencies, student unions, and 
forums. Of greatest significance and 
importance, however, is the fact that 
the internes combine these accomplish- 
ments with high scholastic standing 
and proved interest in politics and 
government. 


Tue TrammGc PROGRAM 


The orientation program begins soon 
after the successful candidates are 
notified of their appointments in early 
spring. Between that time and their 
reporting at Washington in September, 
they follow suggested reading and carry 
on individual correspondence with the 
Institute’s Educational Director. The 
first week of the training program in 
Washington is devoted to the second 
stage of the orientation. There are 
individual conferences by the internes 
with the Institutes staff. In the 
course of these conferences the interne 
determines finally upon the desired 
placement with the government official, 
and the staff of the Institute makes 
the necessary arrangements. 

Throughout this preliminary week a 
series of group meetings is held with 
government authorities on such funda- 
mental subjects as budgeting and 


financial administration, personnel man- 


agement, legal services, Congressional 
appropriations, government accounting 
and auditing, public reporting, infor- 
mational services and research facil- 
ities, governmental office practices, 
administrative ethics and etiquette, 
and the internes’ own code. Discus- 
sion meetings on these subjects are led 
by government officials who daily deal 
with problems in each field, and the 
meetings take place in official surround- 
ings. Time also is taken for attend- 
ance at hearings of Congression’l 
committees and quasi-judicial and 
quasi legislative agencies such as the 
Interstate Commerce Commission, the 
National Labor Relations Board, and 
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the Federal ‘Trade and Communications 
Commissions. By the beginning of the 
second week, when they report to their 
supervisors, the internes have obtained 
a comprehensive practical look at the 
framework of the official environment 
in which they are to work. 

Once a aveek throughout the year 
these discussion meetings are carried 
on. Major activities of the different 
branches of the Federal Government 
are considered under the leadership of 
officials, outstanding journalists, and 
representatives of important public 
organizations. From time to time the 
internes hold round tables of their own, 
and eventually take over the respon- 
sibility of operating the meetings them- 
selves. There is an Interne Cabinet, 
the student government body which is 
charged with guiding the leisure activ- 
ities of the internes and integrating 
them with the valuable cultural oppor- 
tunities to be found in Washington. 

From week to week the internes 
counsel with the members of the Insti- 
tute’s staff. Under the advice of the 
Educational Director the interne may 
participate to a reasonable degree in the 
“sundown” in-service training courses 
available at the American University 
School of Public Affairs. Usually 
these courses are given by active Fed 
eral administrators. The classes are 
mainly composed of government em- 
ployees. Such courses as the following 
are popular with the internes: Admin- 
istrative Statistics of the Federal 
Government, Problems in Public Per- 
sonnel Administration, Survey of Pub- 
lie Personnel Management, Federal 
Budgetary Administration, Manage- 
ment and Supervision, Problems of 
Taxation, Social Insecurity, Labor 
Problems, and Principles of Public 
Administration. In a few cases in- 
ternes participate in the training 
program of the government agency to 
which they are attached. 
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By means of periodic conferences 
with the Educational Director, regular 
supervision and contact is maintained. 
Semimonthly reports from the internes 
to the Educational Director not only 
provide additional writing experience, 
but permit the latter to direct the 
course of the internes and check up on 
their progress. At the end of the year 
a full and final report is submitted to 
the Institute by each interne. Some 
of these final reports take the form of 
theses in partial fufillment of require- 
ments for a graduate degree from the 
university from which the interne 
comes. A number of the leading 
universities award graduate credit to 
any of their own students who com- 
plete satisfactory interneships under 
the supervision of the National In- 
stitute. 


SUPERVISED EXPERIENCE 


The internes in the current program 
of the Institute are uniformly perform- 
ing work of considerable responsibility. 
Several are functioning directly as 
personal assistants to their supervisors. 
Others have been assigned definite 
long-term projects. Several of them | 
are independently engaged in investiga- 
tion work for specific agencies, while 
others are serving as responsible re- 
search assistants. In no event do the 
unsalaried internes replace paid gov- 
ernment personnel, and their assign- 
ments are to work that would not be 
carried on by regular personnel in the 
due course of government business. 
Usually they are sworn in as dollar-a- 
year employees in accordance with 
practice approved for gratuitous serv- 
ices by the Civil Service Commission, 
the Accounting Hes and the Attor- 
ney-General. 

The theory behind the National 
Institute’s interneship training program 
is based upon belief in the value of a 
supervised experience in the transi- 
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tional period that must be successfully 
bridged between academic preparation 
and actual practice in a public service 
career. The interneship provides more 
than experience. It includes guidance 
and a fit educational program while the 
experience is being undertaken. 

Interneship training is not of itself 
a complete program of preparation for 
the public service, and it should not be 
considered such. The preliminary cul- 
tural development of the young public 
servant, particularly in the social 
sciences, is a most important factor. 
Those internes, for example, who have 
come to Washington with a good foun- 
dation in economics have found the 
equipment most useful. The expe- 
rience which some of them have had in 
private business and industry previous 
to their program in Washington has 
also been helpful. 


AFTER THE INTERNESHIP 


There is no obligation, on the part of 
either the Federal Government or the 
National Institute, to provide employ- 
ment upon completion of the training 
program. Experience to date, how- 
ever, indicates that the service of the 
internes will be in effective demand. 
Some plan to return to academic studies 
to complete work for graduate degrees. 
The majority, however, are prepared to 
enter government service, national, 
state, or local, upon conclusion of their 
training. Requests have to date come 
from public personnel officers in satis- 
factory numbers. The demand is 
often from agencies other than those 
with which the mternes have served. 

Not all of the internes will go into 
the Federal service upon completion 
of their training at Washington. Some 
will follow a career of social science 
instruction in the university sphere. 
They will carry to their students a 
more vital message of reality in public 
affairs because of their interneship. 
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Other internes look to the state and 
municipal field for their careers. In 
the midst of the growing problems of 
Federal-state and Federal-municipal 
relations, they should be better pre- 
pared for their responsibilities as the 
result of interneships at the Nation’s 
Capital. 4 

A considerable number of the young 
men who complete the interneship 
training plan to make their careers in 
the field of business and industry, 
carrying on an avocational interest and 
activity 10 politics and government. 
To such leaders of the future, who will 
be willing to give much of their leisure 
time to citizenship responsibilities, we 
must look for the development of intel- 
ligent and progressive policy. 


SIMILAR DEVELOPMENTS IN OTHER 
FIELDS 


It is probable that such an interne- 
ship training program as is described 
above will in the coming years be 
developed by universities and other 
public bodies, in connection with state 
and municipal services. At least four 
American municipalities already have 
similar programs. With the assign- 
ment of a properly trained member of 
a university’s faculty to the type of 
work performed by the National In- 
stitute’s Educational Director and 
with the active aid of other faculty 
members, it will not be difficult to plan 
such an interneship program for the 
municipal or state services located 
nearby, if the governments concerned 
will provide the sort of coöperation 
found in the Federal Government at 
Washington. It will thus become 
easier to find native sons for municipal 
services. 

Another noteworthy feature is the 
interest of business and industry in the 
results of the interneship program as a 
training procedure. Already two na- 
tional industrial organizations, in the 
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field of the radio and the railways, have 
adopted similar training plans. 


VALUE OF INTERNESHIP PROCEDURE 


In the problems raised by the “‘spoils 
system” in a democracy, the interne- 
ship procedure appears to carry helpful 
implications. To political and profes- 
sional personnel directors alike, the 
interneship program may be acceptable 
and useful* The fact is that every 
government agency, no matter how 
much it is riddled with spoils bullets, 
requires an increasing number of 
trained men to guarantee its own life. 
Expanding responsibilities of govern- 
ment and more exacting demands upon 
public agencies give added significance 
to this statement. An even more 
practical point is that imterneships, 
being unsalaried, are not appetizing to 
the greed of patronage. 

The development of a professional 
public service is forwarded by the 
interneship program. The annual se- 
lection of the thirty national interne- 
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ship winners calls to the attention of 
some of our finest college students and 
graduates the opportunities within 
the public service. The interneship 
method opens a door for the demonstra- 
tion of the value of the trained young 
man or woman in public administra- 
tion. In addition, the interne recruit- 
ment technique, notably the test by 
personal interview, is of demonstra- 
tion value to government personnel 
directors, who cannot for various 
reasons yet use such technique them- 
selves. 

Both im the direct results of its 
training and also in the indirect benefits 


‘which accrue through improved public 


service standards and improved public 
opinion, the interneship program of the 
National Institute of Public Affairs 
should serve the cause of better govern- 
ment in this country. It is now in its 
early stages and represents at best a 
hopeful experiment which must from 
time to time be critically examined and 


modified. 
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Civil Service as Negative Control 


By Bruce Smita 


ROM the standpoint of the admin- 

istrator, nearly all civil service 
systems are negative in character. 
This has been true throughout the 
history of such systems. The earliest 
measures were the so-called tenure-of- 
office acts. Their purpose was to pre- 
vent the removal of public employees 
because of political considerations, but 
they also operated to prevent the ad- 
ministrator from acting expeditiously 
in disciplinary cases. In either event, 
the result was negative; it merely 
tended to avoid a heavy turnover in 
public employment. 

From such unpromising origins our 
civil service systems have developed. 
In some few instances an impressive 
structure has been raised. The stand- 
ards for selection, promotion, and 
disciplinary action are as high as 
available techniques in these fields will 
permit, and the influence of partisan 
and personal considerations in applying 
these standards is not a serious issue. 


POLITICS IN CIVIL SERVICE 


Such successful applications of the 
merit system are not, however, by any 
means typical of our American devices 
for the control of public employment. 
Many applications of the so-called 
merit system are characterized by the 
familiar methods of political machines 
in distributing the spoils of victory at 
the polls. Itisno uncommon thing for 
the personnel of civil service commis- 
sions to change completely with each 
shift of political control. If there 
were no other evidence of partisan 
considerations than this one fact, it 
would raise a strong presumption that 
the merit system had fallen under the 
domination of the very influences 


which it was created to offset. But 
there is also other and corroborating 
evidence. It frequently happens that 
civil service commissioners who belong 
to the party in power are active party 
workers. They are men who are “in 
the know” in matters political. Mi- 
nority members, however, who are 
appointed because the civil service law 
requires that they belong to the party 
out of power, are rarely, if ever, party 
wheel-horses. They are likely to be- 
long to the outer fringe of the party 
organization, and are so inconspicuous 
in the ranks of their own co-partisans 
that they are unknown to the minority 
party leaders and could not secure a 
party indorsement from them at any 
price. 

Turning back for a moment to the 
majority members, it is not uncommon 
to find that they represent among 
themselves the chief factions of the 
party in power. Occasionally this 
takes the form of representation for 
some particular radical group, m 
whicb event the modus operandi is not 
materially different from the familiar 
operation of “balancing the ticket.” 

All of this, it must be borne in mind, 
can be carried out, and is carried out, 
without any suggestion of pecuniary 
corruption. It is not a question of 
corruption. It is a question of politics. 
In such cases the merit system becomes 
patronage distribution for the rank and 
file, and all under the guise of civic 
virtue. 

There are, of course, occasional 
lapses into corruption, as everyone 
knows. Jobs are knocked down at an 
upset price, regardless of the physical, 
mental, character, and experience 
qualifications of the applicants. The 
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spectacle of the public service thus cor- 
rupted at its source is not an edifying 
one, but its sole importance to the pres- 
ent discussion, like that of the political 
influences just described, consists in 
the fact that public confidence in the 
merit system is likely to prove to be 
misplaced? 


Toe WEAKNESS OF POSITIVE 
¢« CONTROLS 


There are also other factors to be 
considered. One of the great difficul- 
ties encountered by civil service com- 
missions and their staffs arises from the 
fact that even with the best intentions 
they cannot comprehend all the diverse 
requirements of hundreds or thousands 
of public posts—some involving pro- 
fessional qualifications of a highly 
technical nature, and others based 
upon such imponderable qualities as 
character and personality. An ex- 
amining board may experience little 
difficulty in testing applicants for 
speed and accuracy in performing a 
task which is mechanical or manual, 
but it is likely to fail, and fail dismally, 
when it undertakes to select recruits 
for a police department. 

Let us examine this police aspect a 
little more closely. 
sites of a police officer are good charac- 
ter and a reputation for law observance 
in his personal affairs. How have 
civil service commissions met these 
requirements? They have somewhat 
tardily and reluctantly accepted finger- 
printing as a means for tracing the 
criminal records of prospective recruits, 
but for the most part have not shown 
a disposition to emphasize the impor- 
tance of arrest records involving no 
conviction, or to review with a critical 
eye an applicant’s past history and 
associates. The jailbirds and the fel- 
ons are now being eliminated in the 
early stages of selection, but the 
“police character,” the roustabout, 
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and the chronically unemployed still 
occasionally manage to find their way 
into blue uniforms. 

A sound physical constitution is 
another obvious prerequisite for the 
police recruit. Here the performance 
of civil service commissions is dis- 
tinctly better, although the use of the 
Wassermann test is as yet far from 
common. In other phases of the selec- 
tive process, the merit system produces 
either mediocre results or worse. Thus, 
either the civil service law or the regu- 
lations of the commission almost uni- 
formly require that applicants shall be 
residents of the community in which 
the application is filed—in some cases 
voting residents—thus arbitrarily nar- 
rowing the field of choice. Age limits 
are often unduly high, and in a large 
proportion of instances the written 
examinations are so puerile as to have 
no selective effect. 


Tue DANGERS or NEGATIVE 
CONTROL 


Such failures acquire special signif- 
icance in light of the fact that the 
whole complex mechanism of civil 
service control is predicated on selec- 
tion according to merit. If that is not 
achieved with a fair degree of precision, 
there remain only the negative influ- 
ences of civil service control. These 
consist of restrictions upon the free 
play of executive judgment and discre- 
tion. Either by law or by regulation, 
the administrator is told in no uncer- 
tain terms that he cannot take major 
disciplinary action with decision and 
vigor. Once the public employee is 
finally “covered in” on the job, he 
acquires a kind of estate of freehold 
under our prevailing patterns. The 
law and the rules, which are lax and 
flexible in matters concerning primary 
selection and promotion, suddenly 
acquire a new and a sterner quality. 
The administrator is confronted with 
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high obstacles—sometimes a whole 
series of hurdles—to even the most 
salutary action. 

No matter how flagrant the offense 
of the employee, the administrator must 
subject him to formal trial, usually 
featured by charge, specification, the 
hearing of witnesses pro and con, rul- 
ings upon the admissibility of evidence, 
and representation of the accused by 
counsel. Such trials in some instances 
are conducted by the administrator 
himself, or by persons specially desig- 
nated by him for the purpose. In 
either case, appeal lies to the civil 
service commission or to the entire 
hierarchy of courts or to both the 
commission and the courts. Thus the 
administrator faces the prospect of 
interminable delays in the course of 
which the effect of vigorous action upon 
the rank and file is largely dissipated. 

Often, however, the setup is even 
less favorable to the administrator, in 
that he must try the case in the first 
instance before the civil service com- 
mission, subject of course to the usual 
judicial reviews. Thus he is deprived 
of his position as a responsible superior, 
and becomes a mere complaining 
party. If the decision goes against 
him, his official prestige with the rank 
and file is bound to suffer. 


ATTITUDES OF ADMINISTRATORS 


Administrators naturally shrink from 
such contingencies. They avoid, if. 
they can, bringing the general run of 
offenders to trial. Is the employee 
tardy orlazy? Isheinefficient? Ishe 
active in fomenting discontent among 
his fellow workers; quarrelsome, or 
violent? Then let him be transferred 
to some work where such lapses will do 
the least harm, of where they will at all 
events be less conspicuous. ‘This is 
the natural, and in most instances the 
necessary, reaction of the administra- 
tor. Negative control of his authority 
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operates to dull the edge of disciplin- 
ary action, and the public pay roll 
thereby becomes burdened with a 
certain proportion of contumacious 
characters and guardhouse lawyers. 

On the other hand, the attitude of 
determined administrators is well ex- 
emplified by the testimony of Dr. 
George F. Chandler, first superin- 
tendent of the New York State Police, 
as given before the Commission of 
Inquiry on Publie Service Personnel. 
Dr. ChandJer declared: 


I was appointed to my office. I am not 
a politician. I found immediately that I 
was up against civil service. I met some 
of the party chieftains. They told me they 
would apportion men to me and so forth 
and so on. I realized there was only one 
way to run the force, and that was I would 
appoint my own men. That is all there 
was to it. I put the force over without 
any civil service. I think civil service is 
the curse of the police. . 

I worked along those lines. I kept it 
[the State police] out of politics. Just as 
soon as they find you are on the level, and 
that the Democrat can’t get any more than 
the Republican, they are tickled pink. I 
never had a bit of trouble in Albany.! 


Such observations have been made 
over and over again. There can be no 
serious denial of their essential accu- 
racy. Two rejoinders are, however, 
commonly offered. 


SPOILS Versus THE Murrir SYSTEM 


The first is that whatever the faults 
of the merit system, it is superior in 
every respect to the spoils system 
which it displaced. If the comparison 
be accepted to mean that the merit 
system at its best is better than the 
spoils system at its worst, there can be 
little ground for disagreement. The 


Minutes of evidence taken before the Com- 
mission of Inquiry on Public Service Personnel, 
1934 (xiii, 721 pp. New York: McGraw-Hill, 
1935), p. 158. 
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reverse is equally true; a politically 
controlled public service at its best is 
better than the merit system at its 
worst. 

But it should be noted that there are 
more than just these two alternatives— 
spoils system and merit system. Thus, 
there is the demonstrated fact that a 
number of Federal, state, and munici- 
pal police forces have always operated 
entirely eutside the sphere of civil 
service contro] and without the slight- 
est suspicion of partisan domination 
over the rank and file. Included in 
this category are some of the out- 
standing police units in this country— 
forces enjoying a high position on the 
short list of police establishments 
which may favorably be compared 
with the protective agencies developed 
in Great Britain and on the Continent. 
Such examples seem to provide ade- 
quate ground for the hope that a new 
standard of public service is possible, 
and that the political patterns and 
traditions upon whieh such standards 
ultimately rest are now in the process 
of drastic revision. 

The second rejoinder is that the 
merit system should not be condemned 
in toto for the obvious faults which 
have developed under special circum- 
stances and under particular régimes; 
that changes in personnel administra- 
tion under civil service auspices are 
constantly being adopted by the more 
advanced civil service commissions, and 
that where there is this demonstrated 
capacity for growth, there is also 
the possibility of improvement. ‘This 
viewpoint can be accepted only with 
reserve, because the general picture 
presented by the practical workings of 
the merit system is so dismal and so 
little relieved by the high lights of 
oceasional success. Yet it may possi- 
bly offer some prospect for an evolution 
of the merit system which will gradu- 
ally shift its primary emphasis away 
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from negative control and in time place 
it squarely upon a basis of technical 
assistance to the administrator charged 
with the conduct of a public function. 


THe Negev ror Major CHANGES 


If this end is to be achieved, the 
partisans of the merit system will find 
it necessary to cast aside the bureau- 
cratic aloofness which has character- 
ized them in the past, and concern 
themselves directly with the problems 
of the administrator. They will have 
to determine more accurately than 
they now do, what the administrator 
wants in his recruits and then actively 
codperate with him in devising ways 
and means of attracting such recruits 
to the public service and of identifying 
their special qualifications when they 
do apply. It will be necessary also to 
enlarge the administrator’s disciplinary 
control over the rank and file, in order 
that the errors which are inevitable in 
large-scale recruiting may be corrected 
by prompt and vigorous action. 

The burden of veterans’ preference 
acts probably cannot be thrown off, 
and will continue as a reproach to the 
merit system. as defined by law. But 
there are other burdens and obstacles 
which can more easily be removed. 
Civil service commissions can join 
hands with administrators in securing 
the repeal of artificial residence require- 
ments, and in some instances can 


. destroy the local residence rule by the 


simple expedient of amending their 
own regulations without recourse to leg- 
islation. They can conduct more thor- 
ough character examinations. They 
can speed up the examination process, 
so that the more desirable applicants 
will not be snapped up by private 
employers before official appointments 
can be made. And finally, they can 
make some positive provision for re- 
cruiting administrators without sub- 
jecting them to the long and unremun- 


Crvim Service as NEGATIVE CONTROL 


erative process of promotion from the 
lowest ranks. 

This last deserves further considera- 
tion. One of the greatest handicaps 
suffered by the merit system as now 
practiced is that its mechanisms and 
processes are largely concerned with a 
personnel of mediocrity. There is 
little provision for ways and means by 
which a real career in the higher admin- 
istrative posts can be achieved. An 
ambitious and qualified youth must 
spend years in the lower ranks and 
grades, in the course of which he ac- 
quires no practical experience or train- 
ing in administrative leadership, before 
he can hope to enjoy the responsibili- 
ties, advantages, and rewards of high 
command. 

Under our prevailing patterns, am- 
bitious youth would do better to avoid 
the toil and drudgery of the merit 
system, and devote itself to a career in 
public administration which is tinc- 
tured by polities. There will be some 
loss of political independence and less 
security, it is true, but the major result 
will be attained with more certainty 
and at an earlier stage than under the 
merit system. When the latter finally 
produces its leader, the weight of years 
is already upon him, the erosive effects 
of routine have worn him down, and 
the final promotion to high adminis- 
trative rank is likely to mean only that 
his retirement annuity will be the 
larger for it. 


SOME SUCCESSFUL RIVALS OF 
CIVIL SERVICE 


The Army and the Navy do not 
commit such blunders. They recruit 
and discharge without fear or favor, on 
the basis of merit alone, and without 
the aid of any civil service commission. 
They also—and this is an equally im- 
portant pomt—recruit officer personnel 
which is carefully and thoroughly 
trained at the great service academies 
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at West Point and Annapolis. In 
other words, they provide a separate 
career service for the administrative 
leaders. So does the Royal Canadian 
Mounted Police, which draws its com- 
missioned personnel in part from the 
graduates of the Royal Military College 
and from the commissioned grades of 
the militia. So, likewise, does the Lon- 
don Metropolitan Police as a result 
of Lord Trenchard’s recent reforms. 
During his tenure as police commis- 
sioner, Lord Trenchard observed that 
in the course of more than one hundred 
years of highly successful and nonpo- 
litical operation, the Metropolitan Po- 
lice had never produced a commissioner 
from its own ranks, or (with one excep- 
tion) a deputy or assistant commis- 
sioner, but had been repeatedly criti- 
cized for the somewhat inferior qualifi- 
cations of certain officers holding the 
higher posts. In short, the force had 
failed to breed its own leaders. This 
led to extended inquiry which led in 
turn to the conclusion that the higher 
administrative posts, some of which 
had theretofore of necessity been held 
by special appointment, should be 
occupied by a larger proportion of 
incumbents who had enjoyed extensive 
police experience and who were also 
qualified by background, general edu- 
cation, and formal professional training 
to assume the larger responsibilities of 
high command and large-scale planning. 
Out of this conclusion has emerged 
the Metropolitan Police College at 
Hendon, which enrolls not only youth- 
ful members of the regular force en- 
joying superior qualifications, but also 
recent graduates of the secondary 
schools and the universities, for inten- 
sive instruction in the art and science 
of police administration. Such train-° 
ing is of both a theoretical and a practi- 
cal nature, the latter including occa- 
sional service as a uniformed constable. 
After two years of this schooling of 
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postgraduate caliber, those who have 
successfully completed the work will be 
moved into the lower commissioned 
grades of the Metropolitan Police, 
where the prospect of a professional 
career in police management will be 
most promising. 


The opportunities offered for career 
service im the national governments of 
Great Britain and Western Europe are 
too well known to require special treat- 
ment here. One and all, such depar- 
tures from our own cut-and-dried civil 


service techniques indicate the need 
for drastic revisions in the merit system 
as practiced in this country. Negative 
controls must be abandoned. Positive 
standards must be strengthened and 
extended, but with less and less “‘con- 
trol” lodged in the personnel agency. 
Control involves power, and, in the 
last analysis, power belongs to the 
administrator, who is able to use it and 
who needs it in day-to-day operations. 
Power does not belong to a staff agency 
which is remote from and unfamiliar 
with the practical requirements of a 
field campaign. 
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Bureaucracy and Representative Government 


By Harop W. Dopps 


LARGE share of the criticism of 
recent events at Washington has 
related to the evils of bureaucracy and 
its dangers to a free people. Let me 
quote a few recent statements in this 
tenor. 


Senator Borag:.. . That meddlesome, 
irritating, confusmg, undermining, destruc- 
tive thing called bureaucracy. 

Mr. Hoover: Bureaucracy rushes head- 
long into visions of the millennium and 
sends the bill to the Treasury. There are 
three implacable spirits in bureaucracy—— 
self-perpetuation, expansion and demand 
for more power. Moreover they also serve 
to help win elections. 

Mr. Joun W. Davis: I speak .. . of a 
great and cancerous bureaucracy. That 
bureaucracy has followed every increase of 
Federal power, history plainly tells. . . . If 
experience teaches anything it is that of 
all methods of government bureaucracy is 
the least responsible, the least intelligent, 
the most arrogant and tyrannical... . It 
is in the nature of bureaucracies that .. . 
decision is anonymous and action painfully 
slow. 

And finally Mr. Atrrep E. Smirnu: The 
next thing I view as dangerous to our na- 
tional liberty is government by bureaucracy 
instead of what we have been taught to look 
to—government by law. ... We don’t 
want any autocrats. We wouldn’t even 
take a good one. 


Clearly, the word “bureaucracy” is” 


one of evil connotation. As popularly 
used these days, it implies a state of 
affairs in which the expenses of govern- 
ment are high and the interference by 
hordes of public officials acting in an 
officious manner is excessive. An an- 
tithesis is drawnebetween bureaucratic 
and democratic administration to the 
advantage of the latter. 

On the other hand, it is charged that 
the critics who have been depicting the 


horrors of bureaucracy have an ulterior 
purpose in mind, viz., a flank attack 
upon the policies of government spend- 
ing and regulation which have charac- 
terized the last three years. Itis more 
effective and more respectable, it is 
charged, to condemn the wickedness of 
bureaucracies than the concrete acts of 
the Adminstration and the objectives 
it hasin mind. Parenthetically it may 
be noted that no warnings regarding 
bureaucracy have issued from leaders 
in sympathy with the policies of the 
Administration. 


Tae Basic QUESTION 


The truth is that both camps should 
be concerned about bureaucracy as a 
general proposition, quite irrespective 
of the political issues of the moment. 
The question basic to any modern view 
of government relates to expert versus 
inexpert administration. Can we en- 
joy expert administration and popular 
government at one and the same time, 
or must one be sacrificed to the other? 
In other words, is expert administra- 
tion possible without bureaucracy? 
For a people without a talent for self- 
government, experience demonstrates 
that the answer is in the negative. 
Surely for a politically gifted people, 
there is no necessary inconsistency be- 
tween administration by experts and 
popular government. But for the 
United States this proposition is still 
to be proved. 

I have been using the term “bureau- 
cracy” in a loose and vague manner. 
The time has come to describe it more 
clearly, in the sense in which it is used 
in this article. 

Originally it meant government by 
bureaus, in which each bureau or sub- 
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ordinate unit of administration was 
fitted into a formal pattern or hier- 
archy with a single head at the top, in 
contrast to the American state and 
local practice of semi-independent 
boards and commissions with no inte- 
grated relationships or unified superior 
authority. Today the term is more 
comprehensive. In a true bureau- 
cracy the administrators are specially 
trained for public service; they enter it 
after regular courses of study and ex- 
aminations. They make it a life cat- 
eer. They are subject to rigid disci- 
plne. They are proud of their 
position. They have dedicated them- 
selves to the state and they live under 
an esprit de corps similar to officers in 
anarmy. Their pay may be poor but 
their sense of noblesse oblige is high. 

Few will dispute the desirability of 
these qualities in public officers. And 
yet it is easy to understand how a 
close-knit, expert career service can 
gain a decisive influence over policies 
at the expense of amateur, politics- 
ridden, and timid legislatures. Here 
arises the possibility that bureau- 
cracies will become the masters rather 
than the servants of the people, scorn- 
ing that dependence upon public opin- 
ion which is the essence of popular gov- 
ernment. 


Tus Prusstan EXAMPLE 


Prussia is the great example of the 
virtues and the limitations of a bureau- 
cracy whose efficiency and honesty 
were much admired by Americans be- 
fore the World War. As Professor 
Dorn! has described it, the Prussian 
bureaucracy was established by Fred- 
erick William I as the royal answer to 
feudalism. It reached its first flower- 
mg in the reign of Frederick the Great, 
during which it raised a revenue 
greater than that of Russia, on a per 


1 Political Science Quarterly, Sept. 1931, pp. 
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capita tax less than that of France. It 
supported a first-rate army on the re- 
sources of a third-rate state. It devel- 
oped the mineral resources of the coun- 
try, introduced improved agricultural 
methods from England, and actively 
searched for new markets for Prussian 
products. It introduced the system of 
special training and selection by rigor- 
ous examinations. It was incorrupt- 
ible and free from official patronage. 
In administrative efficiency it was 
ahead of private business of the time. 
It made public office “not a pitiful job 
but a holy office.” This unique or- 
ganization continued as the real gov- 
ernor of Germany until the Revolution 
of 1918; “the Reichstag only dis- 
cussed.” Throughout all this period 
the true allegiance and responsibility 
of civil servants was to the Crown. 

But the introduction of parliamen- 
tary government under the Republic 
transferred final authority from the 
Crown to a political cabinet, and thus 
wrought great damage to the proud 
position and the morale of the bureau- 
cracy. Administrative appointments 
madé for political reasons were intro- 
duced. Scandals, unthinkable in an 
earlier day, appeared. A party cabi- 
net having displaced the Crown as the 
seat of the authority of the state, 
doubts arose as to whether parliamen- 
tary government and a system of non- 
political career service could live in 

‘peace together. What the outcome 
would have been had Hitler not ap- 
peared on the scene, no one can tell. 


Tur AMERICAN TRADITION 


Contrast the Prussian tradition with 
the American tradition of popular ad- 
ministration expressed by- Andrew 
Jackson in his famous first message to 
Congress: 

There are perhaps few men who can for 
any great length of time enjoy office and 
power without being more or less under the 
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influence of feelings unfavorable to the 
faithful discharge of their public duties. 
. . . The duties of all public officers are, or 
at least admit of being made, so plain and 
simple that men of intelligence may readily 
qualify themselves for its performance. 


Except for posts in which technical 
qualifications are obviously indispen- 
sable, we adhere even today pretty 
closely to the Jacksonian doctrine, 
paraphrased by John Stuart Mill, that 
any man not fit to be hanged is fit for 
any office he can get. Frequently in 
state and local government, adminis- 
tration officers are elected on political 
platforms for short terms. Few or no 
professional qualifications are de- 
manded. No official caste has devel- 
oped—except the guild of professional 
politicians—and public officers often 
continue their private business on the 
side. 

We have been hostile to expert skill 
and knowledge which the average man 
does not understand. We have made 
practical politics a vocation, but we 
have refused to let public administra- 
tion become a vocation based on ca- 
pacity and free from: patronage. Our 
government is administered by ama- 
_teurs in public administration, al- 
though the subject matter is more 
complex, variegated, and difficult than 
most private businesses. As Sir 
Josiah Stamp has intimated, we as a 
nation have not learned that a country 
cannot legislate beyond the capacities 
of experienced administration to exe- 
cute. 

No so-called “brain trust” meets the 
specifications, because it lacks the sea- 
soning and the intimate understanding 
of governmental processes which ex- 
perience and an administrative tradi- 
tion alone can give. Neither does 
practical business experience fill the 
bill. It is not uncommon to call to 
public office business men who are 
known to be above ordinary politics, 


_ ministrative posts. 
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and the public usually applauds such 
calls. But public administration pre- 
sents many unique problems on which 
business experience throws little light. 
While the brain trust is popularly iden- 
tified with college professors who are 
understood to be impractical and 
academic (no argument is needed to 
convince the average man on this 
point), business men, strangers to the 
offices which they have suddenly been 
called to fill for what they know is to 
be but a brief interlude in their private 
occupations, have often been mept, 
wasteful, and ineffective in public ad- 
Unquestionably 
the country has greater confidence in 
business men in public office than m 
the government’s own civil service. 
Need it always be so? 

May I rephrase at this point the 
question that I have set myself to 
answer? Is it possible to make public 
administration a nonpolitical life pro- 
fession which will provide the expert 
talent indispensable to democratic 
government today without incurring 
at the same time the well-known evils 
of bureaucracy or endangering the 
foundation piers of popular govern- ` 
ment as Americans have been able to 
build them? There are those who say 
that it cannot be done. If they are 
correct, the outlook is truly dark. In 
any case, there is nothing to be gained 
by refusal to face squarely certain 
well-established tendencies of bureau- 
cracies which must be taken into ac- 
count when we talk about government 
by a career civil service. 


Unieve DIFFICULTIES oF PUBLIC 
ADMINISTRATION 


Before we judge our public servants 
too harshly, let us remember that pub? 
lic administration is different in impor- 
tant respects from private business ad- 
ministration. Public officials labor 
under a higher degree of accountability 
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to popular opinion and are more sub- 
ject to criticism in small matters than 
is the case in private business. The 
political party in the opposition is al- 
ways alert. to pick flaws, real or fancied. 
By skillful publicity a minor error in 
judgment can be inflated into an effec- 
tive polktical campaign issue. The 
penalties for small mistakes being high, 
the normal tendency is to play safe by 
following routine policies. 

Moreover, public administration im- 
plies government under daws which 
operate uniformly on all interests. 
. The public official is therefore bound 
by precedent to a greater extent than 
are his business contemporaries. He 
must function under rules which apply 
equally to all persons similarly situ- 
ated. He cannot, for example, quote 
one price to one prospective customer 
and a lower price to another. His 
duty to be consistent in the interests 
of justice results in a certain inelas- 
ticity from which business is relatively 
free. ) 

These considerations lead us to a 
real weakness of officialdom, viz., its 
worship of routine, its slavery to red 
tape, its tendency to excessive formal- 
ism. A story related to me by a mem- 
ber of the British Civil Service illug- 
trates my pomt. He was taken to 
task for a phrase he had used m a letter 
which he had drafted for the signature 
of the minister in charge of his depart- 
ment. He had written that by virtue 
of a certain policy the revenues 
had “considerably increased.” ‘Come 
now,” said his immediate superior, 
“vou should never say that in a state 
letter. You should say that the ‘rev- 
enues have increased by a considerable 
amount.’” To the credit of the sub- 
‘ordinate, this seemed to him needless 
quibbling. Undoubtedly red tape is 
in part a defense mechanism behind 
which both fear and laziness can hide; 
but, as I have indicated, there are spe- 
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cial reasons why government is suscep- 
tible to it. 


TENDENCY TO GATHER POWER 


A common criticism of officialdom is 
its tendency to lose touch with the will 
of the people, which in turn breeds in- 
solence and indifference to the public. 
It is hard for a policeman, for example, 
to remember that he was made for the 
public and not the public for him. It 
is the predisposition of officialdom to 
gather power to itself. As Montes- 
quieu recognized, the more virtuous 
the official and the more zealous he is 
for the public welfare, the more 
tempted he may be to reach for power 
because he thinks he knows what is 
good for the people, whether the people 
like it or not. For motives which 
seem proper to himself, he will be in- 
clined to encourage too great state in- 
terference in private affairs, because, 
not seeing the forest for the trees, he 
Overemphasizes the importance of 
what he wants to do. An official filled 
with a sense of the righteousness of his 
mission transcending the moderating 
influence of public opinion is a threat 
to the liberties of the citizen. Mon- 
archs imbued with the divine right of 
kings were victims of the same illu- 
sions of grandeur. 

These are characteristics of experts 
which must be controlled. Personally, 
I should rather be governed by politi- 
cians than by unregulated experts. 
We cannot, for example, afford to allow 
even the best public health officer to 
determine the expenditures and the 
authority of the health department. 


CONTROL Devices 


To insure the preper balance þe- 
tween the expert and the layman, cer- 
tain control devices are necessary. 
The voter is the final court of appeal, 
but, except occasionally on dramatic 


issues, his influence over a vast admin- 
® 
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istrative organization Is too remote to 
be effective. The direct, intimate 
control, the voter must delegate to 
agents. As we have adopted repre- 
sentative government in legislative 
matters, so the people must look to 
their representatives to act for them in 
the supervision of administration. 
This is one rôle which our legislatures 
fill most unsatisfactorily. 

Public opinion, unorganized and 
only intermittently exerting a legal 
sanction at the ballot box, cannot sup- 
ply systematic, current control over 
administration. This is partly be- 
cause the public are not interested un- 
til the matter becomes a scandal, and 
partly because there is no method for 
focusing public opinion directly upon 
administration and making it effective 
except as the task is delegated to rep- 
resentatives of the people. But the 
control to be effective must be an oper- 
ating control over the discretion of the 
official. It cannot be accomplished 
by the obsolete and ineffective method 
of detailed statutes restricting admin- 
istrative conduct by narrow limita- 
tions. Such legislative control may 
perhaps prevent an administrative offi- 
cial from doing evil, but it likewise 
renders him unable to do good. 

If the control of the legislative 
branch as the organ of public opinion is 
to be wise, the first condition is that 
the organization of the executive 
branch be such as clearly defines and 
locates administrative responsibility. 
The legislature cannot watch over a 
miscellaneous assortment of independ- 
ent and overlapping executive agen- 
cies. 

The sudden blossoming of a whole 
garden of new administrative units at 
Washington has introduced such con- 
fusion into the executive organization 
and has so scattered responsibilities 
and functions that no real popular 
control over it can be possible, and at 
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best only a minimum of central admin- 
istrative control can be exercised. 
There will be no really enforceable 
executive responsibility in the Federal 
Government until order replaces chaos 
and each strictly administrative 
agency is safely lodged under the roof 
of one of the great departments of 
state. Congress can watch wisely 
only a few of the most responsible ad- 
ministrators. Any control by Con- 
gress over the vast amount of adminis- 
trative legislation and adjudication 
issuing from Washington is bound to 
be haphazard and slight until Congress 
learns where to focus its attention in a 
way to do the most good. 

The problem of a wiser and more 
socially effective relationship between 
Congress and the Administration can 
be worked out when Congress desires 
to work it out. Various devices are 
available. i 

Equally as important as political 
control devices are the training, the at- 
titudes, and the competence of public 
administrators. Just being an expert 
is not enough. The.country is full of 
experts ornamenting important places 
in private life who are unqualified for 
public work. What we need are pub- 
lic servants expert in public adminis- 
tration—experts who m addition to 
their vocational knowledge have been 
trained in a knowledge of the obliga- 
tions and the limitations of the expert 

e working for a democratic government. 
The first lesson to learn is that service 
for a republic involves a whole setup 

‘of duties, viewpoints, and responsibili- 
ties different from those which a man 
acquires in private business. We 
must see to it that our civil service en- 
joys a security and a scope independ- 
ent of the demands of petty partisan” 
politics, but we can properly demand 
that such independence be granted 
only when the officials are deeply 
steeped in the peculiar responsibilities 
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which surround public office in a 
democracy. : 


GOVERNMENT Posts UNATTRACTIVE 


What does a government job offer a 
young man or woman seeking a career? 
The traditional American answer is, 
“Not mach.” ‘Young people are told 
on all sides that public service is un- 
worthy of all save the incompetent or 
the disabled; and the majority of our 
college graduates accept this judgment 
of their elders. True, the depression 
has modified the picture for the mo- 
ment. Now any job, rather than the 
job, is important, and a government 
position may serve until times im- 
prove. But it is the normal attitude 
that I am considering. In most ad- 
vanced countries, educated young 
people may, with credit to themselves 
and to their families, seek government 
employment. Why has it been other- 
wise in the United States? 

The reasons usually given are poor 
pay, insecurity of tenure, and low pres- 
tige associated with governmental 
posts. In my Judgment, the impor- 
tance of these reasons is in inverse 
ratio to the order in which I have 
stated them. The questions of inse- 
curity of tenure and low prestige are 
involved with our attitude as a people 
toward political patronage and the 
failure of reform to keep up to date 
with the march of events. 

In my opinion, poor pay is much less 
a deterrent to entrance to the public 
service than is commonly believed. 
Youth is motivated by high ideals 
which do not measure economic return 
too closely, and which often find ex- 
pression in zeal for public work. This 
incentive, too little understood, is too 

“often scorned by the older generation, 
but a wise nation will capitalize it for 
the common good. Furthermore, 
government salaries are not so poor as 
many people think. Although gov- 
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ernment jobs do not offer the high 
monetary stakes won by the few in 
private business, the salary scale 
would be no material obstacle if the 
public service carried the prestige and 
the social amenities which success in 
private professions brings. 


Wuart CONSTITUTES Frrness? 


Our traditional civil service reform 
involved minute classification of posi- 
tions with examinations to test special 
fitness for particular posts. Thus the 
emphasis was placed upon qualifica- 
tions for a particular job to be tested 
by examinations which, because of 
their narrow scope, necessarily failed 
to sift for general administrative capa- 
city and possibility of growth. Obvi- 
ously, all-round capacity cannot be 
tested by such means, least of all the 
mysterious and intangible gift for ad- 
ministration. 

The importance heretofore placed 
upon ability to pass examinations built 
about individual jobs, which led to 
stressing minor details to be mastered 
only by special study and cramming, 
should be abandoned, because it has 
made the service a multiplicity of spe- 
cial jobs rather than a unified, com- 
prehensive opportunity for a career. 
It eliminates all but the young special- 
ist, when government has need of 
broad executives as well. Young men 
of good general academic training, the 
very group to which the British Civil 
Service looks for recruits, have been 
automatically excluded through ex- 
aminations which ignore natural apti- 
tude and general ability in favor of 
secondary qualifications. 

Instead of the English doctrine that 
as a rule the best university training 
ripens natural ability and develops ad- 
ministrative capacity which in turn 
can best be tested by severe academic 
examinations, we adopted the doctrine 
of the special examinations for all, on 
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the theory that “routine and intellec- 
tual work are barely distinguishable,” 
and that years spent in filing docu- 
ments somehow train for higher posts. 

Best business practice does not ac- 
cept this philosophy. Business be- 
lieves that in general, no young man 
who has not had important responsi- 
bilities early in life can qualify for im- 
portant posts later. So the promising 
college graduate is able to enter pri- 
vate business im a class designed to 
prepare him for an administrative po- 
sition, although he could not pass an 
examination in any department of the 
corporation’s activities. In other 
words, he finds that jobs with private 
corporations have been oriented to his 
college experience; that his under- 
graduate career is accepted as testing 
his qualities of initiative, alertness, ad- 
ministrative ability, and intellectual 
promise. Even at the depth of the 
depression, business maintained re- 
cruiting contacts with our leading col- 
leges and universities. 

In the last war, heavy emphasis was 
laid upon college education in the se- 
lection of officers in the National 
Army, and, we are told by the War 
Department, with great success. But 
our peace-time government gives little 
recognition to college or university 
graduates whose chief assets are rec- 
ords of performance in college in broad 
but fundamental fields. 


Wovtp tar Democratic IDEAL 
SUFFER? 


My suggestion on this point is 
frankly to make our public service and 
our educational system acquainted 
with each other in accordance with the 
example of privage business. It will 
be objected that such an arrangement 
seeks to establish a privileged class of 
bright young college men in govern- 
mental posts, and thus runs counter to 


our democratic ideals—to the cher- 
e 
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ished log-cabin-to-president philoso- 
phy. The proposal would, it is true, 
give preference in certain positions to 
college graduates (although appropri- 
ate exceptions would be made) by ad- 
mitting them to grades in the service 
designed to lead directly to significant 
executive posts without long*years in 
minor positions. 

In the United States, such special 
consideration need not be inferpreted 
as undemocratic. College and univer- 
sity training is already well democra- 
tized in the United States. With a 
million students enrolled annually in 
our colleges, a closer integration be- 
tween them and public administration 
need not involve recognition of wealth 
or social position as in the past has 
been the case in Europe. 

As a matter of fact, the democratic 
ideal is not applied today in the public 
service to the extent that most people 
assume. There exists a practical 
deadline in our national and local gov- 
ernments between, say, the position of 
chief clerk and the position of direct- 
ing head of a bureau or an agency. 
Unfortunately, however, it is politics 
that too often enforces the deadline. 
The highest posts are rarely filled by 
promotions within the service. Ad- 
ministrators will tell you that the serv- 
ice cannot supply heads of the stand- 
ard available in the outside world. 

The proposal here made looks to 
equipping the service so that it will be 
able to supply within itself executives 
of the highest type. It can do so only 
by making the service an attractive 
career. To do this, young men must 
be given the opportunity to rise in it to 
posts of honor worthy of the best ef- 
forts of our most ambitious youth. As, 
long as the top ranks are open only to 
outsiders, whether to politicians, or to 
lawyers, college professors, and suc- 
cessful business men called in for brief 
periods from the outside, public ad- 
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ministration as a career will enjoy low 
prestige and will fail to attract its fair 
share of the best ability of the country. 
If we can raise it to a professional level, 
we can command such ability. 


A New Movement NEEDED 


There*is no compelling reason why 
the American people should not have 
at their command a civil service which 
will confbine the politician’s under- 
standing of the public, the executive’s 
knowledge of administration, and the 
` student’s grasp of underlying theory. 
But to attain this desirable balance, a 
. second civil service reform movement, 
1936 model, is required. On the nega- 
tive side, this movement will arouse 
the people anew to the immorality 
and iniquities of the spoils system. 
On the positive side, it will, by appro- 
priate changes in the administrative 
structure of the civil service and by a 
closer integration with college and uni- 
versity education, provide attractive 


life careers within the service. When 
it comes, the colleges and universities 
will not be found wanting as a source 
of supply of public servants who 
can meet the specifications here laid 
down. 

By taking thought, America can en- 
joy a government adequate to her 
needs, devoid of both the evils of 
bureaucracy and the follies of the 
spoils system. Government by ex- 
perts and government by bureaucrats 
need not be the same. The latter im- 
plies government by human caprice, 
and we know that despotism at its best 
cannot long remain benevolent. If 
Americans are as politically talented 
as I believe them to be, they will soon 
demand that their taxes be no longer 
squandered by political and untrained 
administrators, and will insist that 
training, capacity, and experience be 
counted for righteousness in a public 
servant. There is a job of pioneering 
to be done. 


Harold W. Dodds, LL.D., Ph.D., is president of 
Princeton University. He has previously served as 
instructor in economics at Purdue University; as- 
sistant professor of political science at Western 
Reserve University; secretary of the National Mu- 
nicipal League and editor of the National Municipal 
Review; electoral adviser to the Government of 
Nicaragua; and technical adviser to the president 
of the Tacna-Arica Plebiscitary Commission. He is 
author of “Procedure in State Legislatures” (1918). 


Public Personnel Trends in the States 
By KATHERINE A. FREDERIC 


HE gift of prophecy is not needed 
to predict that the year 1937 will, 
in many parts of the country, witness 
the establishment of modern systems 
of public personnel administration in 
the place of time-honored methods of 
selecting government employees on the 
basis of personal or party affiliations. 
By the Fall of 1936 it was evident that 
the lawmakers of ten or a dozen states 
would be confronted with proposals 
for the application of the merit system 
to state governmental agencies, that 
improved administration would be 
sought in most of the nine states hav- 
ing civil service laws, and that, in 
one form or another, the need for 
better trained personnel would be 
brought to the attention of public 
officials in a considerable number of 
the remaining states. 

This burst of enthusiasm over a sub- 
ject that had long slumbered on the 
‘periphery of public interest is trace- 
able, in brief, to three factors: first, 
the publication in 1935 of the report 
of the Commission of. Inquiry on 
Public Service Personnel; second, the 
launching of a nation-wide campaign 
in 1934 by the National League of 
Women Voters, which was speedily 
taken up by hundreds of professional 
and civic organizations and was given 
added momentum by renewed activity 
on the part of the Civil Service Assem- 
bly, the National Civil Service Reform 
League, and associations of public 
employees; and third, the increased 
public interest in government born out 
of the depression and turned into 
constructive channels by government- 
al acceptance of responsibility for new 
or expanded social welfare services. 


These developments suggest con- 
sideration of recent trends, other than 
those in the Federal Government, 
under three heads: first, the movement 
for better public personnel aseit affects 
state government; second, as it affects 
local goverpment; and third, cutting 
across these two, the impetus arising 
from the Federal Social Security Act, 
which necessitates extensive state and 
local governmental coöperation. 


Towarp BETTER State PERSONNEL - 
SISTEMS 


Present emphasis on publie person- 
nel standards is frequently linked with 
movements for state administrative 
reorganization. In Connecticut, for 
example, the report of an official com- 
mission is expected to bring in a com- 
prehensive plan, including, it is hoped, 
recommendations for a more efficient 
personnel system. Rhode Island’s bill 
for a state personnel bureau in the 
last legislature, which will probably 
be reintroduced, may be regarded as 
an outgrowth of public interest in state 
administrative consolidation. Pros- 


 pective personnel measures in Maine, 


Indiana, and Minnesota have, to some 
extent at least, a similar ancestry. In 
Oklahoma and Missouri, state reor- 
ganization is still in the future; the 
recent survey of Oklahoma by the 
Brookings Institution contains person- 
nel recommendations that may be con- 
sidered this winter, although legisla- 
tors may prefer to wait for further evi- 
dence of public support. In Missouri,¢ 
where an earlier reorganization move- 
ment has spent much of its force, a 
campaign is under way for appoint- 
ment of an official commission of 
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inquiry. Under North Carolina’s 
reorganization plan, a personnel agen- 
cy with limited powers was set up, and 
in 1936 administrative reform in 
Kentucky ushered in a State bureau 
of personnel and efficiency with broad 
authority over personnel manage- 
ment. e 
Special commissions with attention 
focused upon improvement of present 
personnel practices have been at work 
in several states. The report of the 
Michigan Civil Service Study Com- 
mission appointed by Governor Fitz- 
gerald has attracted nation-wide in- 
terest; it has the support of a number 
of leaders of both major parties, as 
well as of citizens’ groups in the state, 
so that passage of a strong civil serv- 
ice measure offers a challenge to the 
incoming administration. A commis- 
sion to prepare a civil service law for 
Arkansas was appointed by the new 
Governor. A group has also been at 
work in Alabama, and in South Caro- 
lina members of the legislature are re- 
ported interested in the subject. A 
“personnel division” was set up in the 
fall by the Governor-elect of Tennessee 
to investigate the qualifications of ap- 
plicants for jobs, and this action is 
declared to be in line with campaign 
promises of a State personnel law. In 
Virginia the last legislature hesitated 
to pass a civil service bill but did ap- 
‘propriate funds for a study of public 
personnel conditions. In Pennsylva- 
nia the movement for a State merit 
system has gained considerable head- 
way; there and in Nebraska, plans are 
under way to seek legislation in 1937. 
During the pre-election period, ques- 
tionnaires sent to candidates by 
Leagues of Women Voters revealed 
“interest in still other states. 
Unfavorable popular votes in No- 
vember 1936 on civil service measures 
in Washington and California do not 
indicate disapproval of sound person- 
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nel practices. On the contrary, dis- 
criminating California voters pre- 
vented adoption of a measure opposed 
by personnel authorities and others as 
interfering with commissions already 
doing good work. Defeat of the 
Washington initiative petition, which 
would have set up a State civil service 
system, was probably due largely to 
opposition to certain mandatory fea- 
tures viewed as in conflict with munici- 
pal home rule and to public hesitation 
to blanket mto the State service all 
present employees, without even a 
qualifying examination. 


WEAKNESSES IN CIVIL SERVICE 
PRACTICES 


The fact that legislation is only a 
way-station in the process of govern- 
ment is well illustrated by conditions 
in states that already have civil serv- 
ice laws or constitutional provisions. 
Massachusetts, New York, New Jer-’ 
sey, Maryland, Ohio, Illinois, Wiscon- 
sin, Colorado, and California fall in 
this category. Kansas has a law 
but it has been inoperative since 
1919. 

Three types of weakness have often 
been responsible for discrediting “civil 
service” in the minds of some people. 
The reluctance of legislators to appro- 
priate adequate funds has handi- 
capped personnel authorities; exemp- 
tions, restrictions, and discriminations 
in application of a law have injected 
elements in conflict with the merit 
principle; and unsympathetic or none 
too well trained personnel officers have 
failed to win the coöperation of fellow 
officials and public employees. As a 
result, administration has suffered. 

Investigation of such situations has, 
led citizens in many of the affected 
states to seek improvements in exist- 
ing laws and administration. In New 
York, Ohio, and elsewhere, increased 
appropriations will probably be 
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sought; in Kansas, sizable amounts 
will be needed if the law is to be put 
into effect, and the time may be pro- 
pitious for securing strengthening 
amendments in order to launch ad- 
ministration under the most favorable 
conditions. During the past few 
years, discriminations against the 
employment of more than one mem- 
ber of a family, or against married 
women, have crept into administrative 
practice; now that the economic 
horizon looks brighter, no excuse re- 
mains for clauses which were always a 
violation of the merit principle. 

Although most civil service laws 
grant some preference to veterans, 
Massachusetts citizens are among the 
few who have done more than oppose 
further extensions of the privilege. It 
is understood that the State League 
of Women Voters and other groups in- 
cluding the younger branches of party 
organizations, plan to seek again in 
1937 passage of a bill providing that 
veterans shall not have preference over 
non-veterans too young to have served 
in the World War. 

Administrative practices demand 
continuing attention. Abuse of tem- 
porary appointments, failure to use the 
probationary period to weed out un- 
promising recruits, and relatively in- 
fréquent dismissals except for flagrant 
violations of the law have stultified 
some state services. On the other 
hand, abatement of the depression has 
facilitated adoption of better examina- 
tion techniques, fresh attention has 
been given to service ratings and pro- 
motion procedure, and training courses 
for those in the service have continued 
to spread. Some states are beginning 
to recognize that administration of 
present retirement and pension laws 
needs to be improved, for government- 
al employees do not benefit by the old 
age pensions provided under the Social 
Security Act. 
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Proposep PLANS 


The public personnel bills expected 
to be introduced in 1937 in Michigan, 
Indiana, and Rhode Island offer spe- 
cific illustration of attempts to profit 
by the experience of other states; these 
proposals recognize that effective per- 
sonnel management calls for alert ad- 
ministration at every stage from 
entrance to retirement. : 

In the tentative forms available in 
the fall of 1936, all three provided for 
appointive commissions or boards 
with overlapping terms. Methods of 
selecting the chairman differed. The 
four-membered board suggested for 
Michigan and Indiana might cancel 
out partisan considerations by permit- 
ting equal representation of major 
parties, as it is reported to have done 
in Detroit, but such a provision has 
as yet not been put into operation by 
existing state laws; observation of the 
two-membered commission in Ohio 
would not offer a strong argument in 
this connection. The fact should not 
be overlooked, however, that these 
proposed commissions would not be 
required to administer the acts; that 
would be the function of a full-time 
director properly qualified and paid a 
large enough salary to attract compe- 
tence. Inall three measures, he would 
be under the classified service. l 

The intent of the proposed bills is 
obviously to include features generally ' 
regarded as in line with modern meth- 
ods of personnel management. Lee- 
way is allowed for development of 
testing techniques; promotions from 
within the service are stressed; a 
“working test” or probationary period 
is regarded as the final stage of testing 
entrants. In the Michigan and Indi- 
ana plans, temporary appointments 
are limited to sixty days, thirty for 
those of an emergency character; the 
Rhode Island limitation is less strin- 
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gent. Original appointments are to 
be made from the three highest. Per- 
sons already in the service in Michigan 
and Indiana would be required to take 
open competitive examinations. The 
Michigan proposal grants limited pref- 
erence to veterans at entrance only 
after they have made passing grades, 
but their names do not automatically 
go to the top of the eligible lists. In- 
service training and other arrange- 
ments to assure good working condi- 
tions and build employeq morale are 
provided. The Indiana bill specifical- 
ly opens the way for retirement and 
pension legislation. This and the 
Michigan plan make the facilities of 
the state personnel agency available to 
local governments. 


Loca PERSONNEL ADMINISTRATION 


Although the current proposals for 
state personnel systems have no com- 
mon origin, undoubtedly successful 
local experience has strengthened sup- 
portfor improved stateadministration. 
Perhaps one of the most outstanding 
examples is the adoption of sound per- 
sonnel procedures during the past 
year in a number of Michigan cities. 

The entering wedge in many states 
is the adoption of merit systems for 
policemen and firemen. Jn 1935 thére 
were 746 cities of 10,000 or more in 
population; of these, about one fourth 
had personnel agencies for the entire 
municipal service, and an additional 
10 per cent had adopted merit provi- 
sions for these two departments. 
During 1936 half a dozen Oregon 
communities and others scattered 
throughout the country took this 
step.. When such a proposal failed to 
carry in Tulsa, Oklahoma, interested 
* groups turned to preparation of a plan 
to place all departments on a merit 
basis. 

The spread of the city-manager 
plan has commonly led to improved 
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personnel administration, with or 
without benefit of specific legal pro- 
vision for comprehensive application 
of the merit system. Charter reform 
movements have emphasized the stra- 
tegic importance of trained personnel 
under any plan of city government. 
Charters or amendments being drawn 
in Santa Monica, California, St. Louis, 
Missouri, Cleveland, Ohio, and else- 
where are cases in point. 

Training programs, often sponsored 
by leagues of municipalities, are doing 
much to improve administration of 
municipal services. Restoration of 
pay cuts and increased attention to 
sound pension systems have in the 
past year or two served the double 
purpose of improving employee mo- 
rale and of gradually building up 
sound personnel policies. 

The merit system entered new ter- 
ritory in 1936 when judges as well as 
other officers of a California city were 
placed under civil service provisions. 
In New York City, clerks in magis- 
trates’ courts will hereafter be selected 
by open competitive examinations, 
and there is talk in the State of placing 
assistant district attorneys under the 
classified service. In 1936 the Amer- 
ican Bar Association offered an award 
for the best essay on the value of the 
merit system to judicial administra- 
tion. 


County government is still the 


“dark continent” in personnel as in 
other aspects of governmental ad- 
ministration. Exceptions are notably 
few. The New York, New Jersey, 
and Ohio civil service laws encourage 
adoption of sound local practices. 
Groups in the first two states plan to 
seek larger funds and any necessary 
local action to proville state assistance 
for local personnel administration. 

In applying the merit principle in 
county government, even large coun- 
ties may find it wise to use eligible 
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lists and other facilities offered by 
state authorities. On the ground of 
cost alone, few counties would be jus- 
tified in attempting to maintain the 
staff necessary to handle all phases 
of personnel procedure. State—local 
coöperative arrangements can be mu- 
tually advantageous, and there is of 
course also room for coöperation þe- 
tween state and Federal personnel 
authorities. 


PERSONNEL STANDARDS IN SOCIAL 
SECURITY ADMINISTRATION 


Passage of the Social Security Act 
has given a tremendous impetus to the 
states to provide for the various wel- 
fare services in a fashion that meets 
the minimum requirements upon 
which Federal aid is condītioned. 
Since the Federal Government may 
not under the law fix state personnel 
standards, development of sound prac- 
tices is placed squarely upon the 
shoulders of state and local govern- 
ments. 

With the exception of old age bene- 
fits, which do not require state par- 
ticipation, each part of the program 
requires supplementary state action to 
accept the proffered aid, to provide 
appropriations to meet the state’s 
share of the cost, to provide the neces- 
sary state administrative agepcies or 
to define the service given in the state, 
and to authorize local governmental 
units to play their part in the program. 
As in the Federal Government, state 
and local administration is divided 
among various agencies, although dis- 
tinct parts of the program must usual- 
ly be handled by a single agency. 

Unemployment compensation, ad- 
ministered in Washington by the So- 
cial Security Board, was in effect in 
sixteen states by the Fall of 1936. In 
Massachusetts, New York, Wisconsin, 
and California, state personnel laws 
applied to employees of the unem- 
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ployment compensation commissions. 
But the lack of civil service laws in 
thirty-nine states necessitates special 
“merit” provisions if unemployment 
compensation administration is to be 
safeguarded. The laws of Alabama, 
Idaho, Indiana, Mississippi, Oregon, 
South Carolina, and Utah are among 
those with merit clauses; the New 
Hampshire and Rhode Island laws re- 
quire “nonpartisan” adminisfration. 

Interested organizations have urged 
that merit be defined in the laws as 
requiring the unemployment compen- 
sation commissions to classify posi- 
tions, standardize salaries, establish 
minimum standards to be applied at 
once to these positions, perhaps with 
maximum standards serving as objec- 
tives, to recruit by examination except 
for temporary appointments of a few 
months, to establish efficiency ratings 
for use in promotions, demotions, and 
dismissals, and to prohibit appoint- 
ment of officers of party organizations 
or candidates for public office. It is 
suggested that in the formulation of 
rules and regulations and appointment 
of the director, the commission be as- 
sisted by a special committee of per- 
sons familiar with the field and repre- 
septative of the public interest. 

Since state unemployment compen- 
sation authorities must work closely 
with the state employment offices, 
through which the benefits are to be 

‘paid, it is important that personnel 
practices be equally sound in both. 
By the Fall of 1936 employment service 
personnel was on a merit basis in three 
fourths of the states, but in this case 
the United States Employment Serv- 
ice was authorized by law to encourage 
sound personnel administration. . 

Unemployment compensation laws 
are state-administered, whereas the so- 
cial security programs of public assist- 
ance and services to children call 
for coöperation by state and local 
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governments. By November 1936 
the Social Security Board had ap- 
proved forty state plans for old age 
assistance, and aid to the blind and to 
children in over half the states. The 
Children’s Bureau had approved state 
programs for maternal and child health 
work in practically all states, child wel- 
fare services in forty-one, and assist- 
ance tocrippled children in thirty-nine. 

In a few states the public assistance 
plans are under state control, but in 
most, the rôle of the state is super- 
visory. In either case, state authori- 
ties can encourage sound personnel 
practices. Personnel administration 
in the field of old age assistance is, 
however, complicated by the fact that 
emergency relief organizations did not 
always adhere to sound practices. 
Possibly if there had been more active 
civil service commissions, codperative 
arrangements might have been worked 
out as they were in Maryland and a 
few other states. 


PROFESSIONAL PERSONNEL FOR 
SPECIALIZED SERVICES 


State and local administration of 
services to children, public health 
work, and vocational rehabilitation is 
in the hands of various separate agi- 
thorities which often follow widely di- 
vergent personnel practices. To be 
sure, the program of maternal and 
child health is administered under the 


direction of physicians, and certain pro- ° 


fessional standards have won general 
support in public health work; but the 
quality of expertise necessary for spe- 
cialized welfare services is by no means 
always fully appreciated. Aid to crip- 
pled children, for example, involves 
. diagnosis, hospitalization, corrective 
care, and preventive treatment calling 
for orthopedic surgeons and nurses and 
the services of trained medical social 
workers. Care of homeless, depend- 
ent, neglected, and delinquent children 
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requires the assistance of social work- 
ers experienced in child welfare work, 
and of psychiatric social workers. 
Even if state departments of child wel- 
fare, social welfare, public health, and 
other agencies were adequately staffed, 
selection of competent local personnel 
would still depend upon the under- 
standing of public officials, establish- 
ment of adequate facilities, availability 
of trained workers, and public support. 
The fact that the Federal act stresses 
extension of the children’s services to 
rural areas certainly makes the prob- 
lem no easier. 

The Federal agencies administering 
the Social Security Act have frequent- 
ly been called upon by the states for 
advice, and on such occasions have 
been able to suggest personnel meth- 
ods likely to promote efficient opera- 
tion of the programs. Various pro- 
fessional and community organizations 
have helped by encouraging the adop- 
tion of sound procedures. 

The impact of social security per- 
sonnel problems upon state and local 
personnel practices suggests a few 
general observations. Where state 
and local civil service commissions are 
in existence, they have usually been 
helpful in preparing suitable examina- 
tions and in setting up job classifica- 
tion and salary standardization plans. 
But the Jack of such facilities in most 
states, practically all counties, and 
many cities has emphasized the need 
for carefully worded merit provisions 
in state social security legislation. 
State and loca] experimentation with 
personnel requirements in the welfare 
field may introduce fresh considera- 
tions and new techniques of consider- 
able importance for the public person- 
nel programs of the future. Where 
the operation of these or other 
particular services is safeguarded by 
merit provisions, public officials and 
citizens may come to see the desira- 
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bility of establishing sound standards 
throughout the other departments of 
the governmental unit. 


Perhaps this brief account of some 
of the trends in state and local per- 
sonnel administration may suggest 
that the present nation-wide interest 
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is far more than a revival of past civil 
service reform movements. It is, to 
be sure, linked by strong ties with the 
work of early leaders, but it pays them 
the subtle tribute of translating their 
objectives into broad programs of pub- 
lic personnel management adapted to . 
the needs of a government striving in 
new ways to serve the public welfare. 
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Qualified Personnel and Why We Should Have It 


By Rosrrt L. JOHNSON 


T IS a strange paradox that in a 

country which has keyed up its 
business methods to a point where, in 
the name of speed and efficiency, men 
are required to keep the pace of im- 
proved production, the American pub- 
lic has for many years tolerated and 
paid for thousands of politically ap- 
pointed public servants who would 
never have passed muster in private 
business. And this has not been be- 
cause of charity, but because of 
indifference. 

With searcely a murmur, the Ameri- 
can citizen has permitted his elected 
officials, who are, figuratively speaking, 
the board of managers of a corporation 
in which he holds stock, to pad the pay 
rolls with unqualified and unproved 
employees at his expense. What ex- 
plains this? 

Perhaps one reason is that the 
American concept of government was 
founded on passion—the passion of 
rebellion against an established order. 
In the ordinary course of things in 
most countries, this attitude would 
have been modified with the years, and 
concern with economy and administra- 
tion would have developed; but our 
people, with a pioneer country opening 
up, continued to think of government 
in abstract terms of liberty, democracy, 
and independence. Since increasing 
complexities and expansion have turned 
government into an enormous business, 
we must learn to think also of its honest 
and efficient administration if the three 
_ original qualities are to be preserved. 


COMPARISON WITH Private 
BUSINESS 
The Federal pay roll alone of 800,000 
—not counting the pay rolls of the 


states, the counties, and the munici- 
palities—dwarfs those of the larger 
corporations, such as General Motors. 
In some bureaus of government there 
are aS many varieties and types of 
positions, requiring as many different 
kinds of training and experience, as 
would be found in a whole private 
business on a large scale. In business 
it would be accepted without question 
that the men filling these positions 
must be trained and qualified for 
them. While it is true that the famous 
case of the explosion of T.N.T. in New 
Jersey, which was due to the fact that 
the storage plant had been inspected 
by a government employee who later 
confessed that he did not know what 
T.N.T. was, is an extreme example, it 
is also true that when men are ap- 
pointed to special types of positions 
without proper regard for their fitness, 
there are bound to be many instances of 
milder types of inefficiency. The es- 
tablishment of civil service require- 
ments is an effort to meet this need in 
government. 

This is not to say that the adoption 
of a law setting up examination facili- 
ties is the cure-all for the expensive 
evils of patronage and personnel in- 
efficiency. Such legislation is merely 
the prelude to performance. This 
fact has perhaps not been sufficiently 
recognized even by those interested in 
forwarding the merit principle, with 
the result that such problems as meth- 
ods of examination, incentives to pro- 
mote efficiency after app ointment, and 
the means of weeding out the unfit 
have not generally received the atten- 
tion and study they should have had. 
But the basic reality that it is no 
longer possible to build our personnel 


180 a 


QUALIFIED PERSONNEL AND Wuy We Sourn Have Ir 


administration on personal knowledge 
or sponsorship 1s being generally recog- 
nized, because even private business, 
with its smaller units, is finding that it 
has outgrown these old methods. 

The American Management Associa- 
tion, for mstance, at its recent con- 
ference proposed and indorsed standard 
examinations for office personnel. Dr. 
Morris S. Viteles, personnel director of 
the Philadelphia Electric Company, 
emphasized the need for the use of 
standard tests prepared by business 
and educational organizations for the 
selection of office workers. Dr. Viteles 
called attention to the fact that a com- 
paratively small number of manufac- 
turers now make use of these tests. It 
is striking that 50 per cent of the insur- 
ance companies, which are certainly 
realists, basing their actions on cold and 
calculated averages, apply such tests 
to prospective employees. 

It may not be generally known that 
the Business Education Council has 
evolved a comprehensive testing pro- 
gram which deserves the study and 
consideration of personnel directors, 
office managers, and placement bu- 
reaus, as well as of educators and those 
interested in the civil service. 

Not long ago Edward R. Stettinius— 
who, as chairman of the Finance Com- 
mittee of the United States Steel Cor- 
poration, can hardly be called a utopian 
idealist or a college enthusiast—out- 
lined to the Harvard Graduate School 
of Business Administration a complete 
plan for standard tests for discovering 
potential executives in business. 

I cite these instances because there is 
still a tendency in some quarters to 
dismiss the advocates of such require- 
ments and such examinations in our 
civil service as sincere but probably 
mistaken “reformers.” 

There are some interesting points of 
similarity between Mr. Stettinius’s 
plan and one developed some years ago 
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by the National Civil Service Reform 
League for the United States Foreign 
Service. With the coöperation of the 
American Manufacturers’ Export As- 
sociation and the Foreign Council, this 
plan resulted in the passage of the 
Rogers Act reorganizing our entire 
foreign service. > 

Both these studies and programs 
recognize the importance of providing 
opportunity for promotion along speci- 
fied lines and for transfers to other de- 
partments gvhere fitness and qualifica- 
tions warrant it. Both would provide 
for special training after entering the 
service and for possible promotion for 
those who have taken such training, so 
as to give incentive and hope to the 
ambitious and to do away with a 
laissez faire attitude on the part of 
employees. One of the present charges 
against the civil service is that it is full 
of “dead wood” and inertia. We shall 
not have a real career service until we 
give a man in public service a chance to 
get ahead legitimately, as is done in the 
English system. 


STATE AND LOCAL TRENDS 


Another fact to which attention 
should be called is the great need for 
the merit system in states, counties, and 
cities — a need which has been tempo- 
rary obscured by the attention and 
discussion aroused by expansion of the 
Federal Government. Even with the 
emergency agencies included, the per- 
centage of employees in the Federal 
Government under civil service re- 
quirements is greater than that in state 
and local governments. 

It is good to be able to report that 
recently a number of states, in addition 
to those already having state civil 
service laws, have taken steps to rem-° 
edy this condition and to seek the 
codperation of nonpartisan educational 
agencies in the necessary education of 
the public as to what the true merit 
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system means. In some cases this 
education is taking place as a prelude to 
the introduction of legislation; in others, 
the legislation has already been enacted. 

For instance, Kentucky last year 
set up a bureau in charge of a Person- 
nel Director. The Kentucky Director 
wrote us‘ short time ago, “I hope the 
League will do a little propagandizing 
in Kentucky and Tennessee. We have 
made a beginning in this state, but I 
am more and more convinced that we 
need to sell the merit system to the 
people generally.” 

In Virginia, a personnel survey and 
informatory campaign is preceding the 
probable submission of a bill to the next 
legislature. Seventeen thousand dol- 
lars was appropriated by the last legis- 
lature to cover the cost of this survey, 
and the services of a man nationally 
known as an authority on various 
methods of city and state management 
have been secured. Incidentally, it is 
often necessary to vary the provisions 
of civil service bills to conform to the 
various state and municipal constitu- 
tions and charters. 

Where a law is already in operation, 
it is sometimes necessary to resurvey 
and reclassify the grades of duties and 
salaries because of changes in the 
amount or the character of the work of 
various bureaus or departments. While 
I was Director of Relief in Pennsyl- 
vania such a reclassification was under- 


taken. Possibly such surveys should + 


be made at stated intervals. 


Some WorK OF THE NATIONAL 
LEAGUE 


The average citizen has no knowl- 
edge of the details of a civil service law 
or of just what it is intended to guard 
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against. Hence, when his own civil 
service law requirements are flouted or 
evaded by those who would reintrench 
the spoils system or create bogus 
patronage jobs, he is usually unaware 
of it. One of the most useful but 
time-taking and wearing functions of 
the National League is the bringing of 
taxpayers’ actions in the courts to 
challenge such violations. Sometimes 
hundreds of thousands of dollars an- 
nually are saved for a community by 
such challenges. 

One suit brought in New York saved 
that city nearly a million dollars 
annually by forcing under civil service 
requirements hundreds of patronage 
positions which had been created on the 
pretext that they were necessary for 
the city’s welfare. When the court 
ruled that they must be filled from the 
civil service lists, these positions were 
suddenly eliminated. 

Such things are part of the routine 
work of the League. But our greatest 
enthusiasm and effort at the present 
time are being devoted to an intensive 
campaign to create such support and 
understanding for the merit system 
that the people of this great country 
will compel action to make it an in- 
tegral part of the government. Weare 
doing this by every means possible— 
by arranging meetings, by supplying 
editors of newspapers and magazines 
with the facts gathered in our long ex- 
perience, and by an increasing use of 
the radio—so that the average Ameri- 
can citizen will fight for the merit sys- 
tem with his heart as well as with his 
vote. 

“Eternal vigilance is the price of 
liberty.” It is also the. price of an 
efficient civil service. 


Robert L. Johnson is president of the National Civil 
Service Reform League, New York City, and former 
director of relief in Pennsylvania. 


From Spoils to Merit in One Generation 


By Mrs. GEORGE GELLHORN 


HEN the National League of 

Women Voters inaugurated the 
campaign for qualified personnel in 
government service, it was called a two- 
year campaign, in order not to dis- 
courage the millions of citizens who 
might object to being “worked on” for 
a whole generation. As matters now 
stand (and they are moving almost too 
swiftly to be appraised), the League be- 
lieves that public opinion is quite 
generally aroused on the campaign is- 
sue of merit versus spoils in the public 
service. We are entering the second 
phase of the campaign much sooner 
than we had dared to anticipate. 

Why should the League have under- 
taken a campaign with a single objec- 
tive when it has such a broad legislative 
program for support? Why a national 
campaign now, when the League’s pro- 
gram of work includes such important 
items as: food and drug legislation; 
tariff agreements; tmemployment com- 
pensation; old age assistance; state and 
local governmental reorganization; tax- 
ation and budget-making; the merit 
system in civil service; the control of 
munitions, and neutrality; and school 
organization, finance, and personnel? 


While this program is neither a syllabus © 


of the whole field of government nor a 
“credo” which states our political 
philosophy, it represents what the ma- 
jority of the members consider the 
political needs and interests of the 
moment. 

Furthermore, this program repre- 
sents a day-by-day, all-year-round edu- 
cational job—not a fever of activity, 
such as a national campaign connotes. 
Why, then, should the League pledge 
itself to devote the major part of its 


interests, energies, and time to the 
single cause of qualified personnel in 
government service? 


REASONS FOR THE CAMPAIGN 


Two factors precipitated the decision 
to launch* the campaign. Years of 
work for new governmental machinery 
had demonstrated the strategic im- 
portance of qualified persons for the ap- 
pointive personnel in non-policy-form- 
ing positions, and League members 
came to the conclusion that work for 
more adequate welfare services, better 
labor laws, protection of consumers’ 
interests, and other objectives could 
not and should not be jeopardized by 
incompetent administration. 

Furthermore, in spite of its knowl- 
edge of the evils of the patronage sys- 
tem and of the efforts-of reform groups 
to eradicate them, the general public 
appeared resigned to the spoils system 
as the inevitable concomitant of de- 
mocracy. To expose the fallacies and 
the dangers of this point of view, the 
League in 1934 planned a public-opin- 
ion-making campaign instead of plung- 
ing immediately into legislative reform 
of governmental personnel systems. 

A well-integrated national campaign 
organization was set up and an early 
provocative feature was staged at the 
brilliant dinner meeting in Washington 
in May 1935 when the League put the 
challenging question, “Can the parties 
live without patronage?” | 

Senator Vandenberg of Michigan, . 
Republican, told the League audience, 
“Political parties which cannot survive 
without patronage only deserve to die.” 

Senator O’Mahoney of Wyoming, 
speaking for the Democrats, stated that 
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the merit system was not only the best , 


manner in which to secure efficiency in 
government, but also the easiest way to 
escape the importunities of the unde- 
serving and unfit. 

The League’s point of view was 
summed up by the president, Miss 
Marguerite M. Wells, as follows: 


It is a campaign directed against a mortal 
malady, gnawing at the vitals of every 
party. Political patronage as practiced in 
our country substitutes bribery for party 
responsibility. And parties without party 
responsibility are the very negation of de- 
mocracy. Only effective nonpartisan ef- 
fort can free the parties from the patronage 
incubus of which they are the victims as 
well as the authors. 

The League of Women Voters will dis- 
appoint the hopes of many a party man and 
woman caught in the patronage toils if it 
fails during the trying times ahead hoth to 
hold the balance won, and to deal the sys- 
tem a mortal blow. It must continue to 
hate the sin without hating the sinner, but 
above all, it must strike and keep on strik- 
ing. 


CAMPAIGN METHODS 


And now for the campaign strategy: 
First, there must be a series of happen- 
ings of definite public interest and pub- 
lic appeal. The campaign must be 
planned so as to keep the objectives ac- 
tively before the voters. Second, there 
must be outlined ways in which overt 
acts can best be accomplished and pub- 
licized. We must begin with a hunt 
for the right words. A slogan, a per- 
suasive catch-phrase which sticks in 
one’s memory, must be found to con- 
note the campaign objectives. 

Consequently a slogan contest was 
held during the summer and fall of 

1935, which set the members to coining 
phrases and aroused the public, whose 
interest in prizes—even twenty-five 
dollar ones—may always be counted 
upon. A committee consisting of Mar- 
garet Culkin Banning, Mrs. Albert J. 
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Beveridge, Dean Virginia Gildersleeve, 
Ernest K. Lindley, and Charles G. 
Ross selected the winning phrase, 
“Find the man for the job—not the job 
for the man.” 

In addition to the national slogan 
contest, several Leagues held poster 
contests, and billboard signs on the 
campaign appeared in Cleveland and 
elsewhere. Motion picture slides de- 
picting the evils of the spoils system 
were used in many communities. Car- 
toonists invented new types of torture 
for the elephant and the donkey. Es- 
say contests promoted rivalry between 
children and their elders. Skits, too, 
were used to dramatize situations 
which had formerly been found of dry 
and statistical nature. 

Eighteen states reported radio sta- 
tions which gave time for over 130 
broadcasts on government personnel by 
League members. A coast-to-coast 
hook-up facilitated observance of Per- 
sonnel Day in January 1936, when 
representatives of three parties and of 
three units of government-—Secretary 
of Commerce Roper, Governor Fitz- 
gerald of Michigan, and Mayor La 
Guardia of New York—spoke in þe- 
half of the campaign to an audience 
that included hundreds of “‘listening- 
in parties” in remote rural communities 
and gatherings running into the thou- 
sands in the larger cities. 

The education of the League mem- 
bership has followed the usual League 
techniques—study groups, meetings, 
and the use of League publications. 
Hundreds of study groups, most of 
them meeting at least four times, used 
the League publication, Trained Per- 
sonnel for Public Service. 

Other regular methods of work on 
the League program have included sur- 
veys of personnel administration in 
local communities, attendance at meet- 
ings of civil service commissions, and 
conferences with public employees. 


From Sports to Merit iw OnE GENERATION 


Twenty-five state Leagues reported six 
hundred general meetings addressed by 
government officials, political scientists, 
party workers, and others. One-day 
personnel institutes and schools have 
offered opportunities for coöperation 
with universities and other organiza- 
tions. 

The readiness of countless groups to 
participate in the campaign has been 
one of its most outstanding characteris- 
tics. Innumerable organizations and 
professional groups have been sup- 
porting the principle of trained per- 
sonnel in government service for years, 
and the campaign has intensified their 
activities and given an opportunity for 
a truly united front. 

Members of the League, many of 
them trained in special “‘speakers’ 
schools” (for example, seven state 
Leagues reported 196 such speakers), 
have addressed conventions and meet- 
ings of various organizations: tax- 
payers’ leagues, Rotarians, Kiwanians, 
chambers of commerce, church socie- 
ties, teachers’ institutions, American 
Legion posts, advertising clubs, college 
alumni associations, labor groups, wo- 
men’s organizations, Junior Leagues— 
even associations of laundrymen. In- 
complete reports show that in twenty 
states, representatives of the League of 
Women Voters reached approximately 
twelve hundred organizations. 


PRESIDENTIAL CAMPAIGN ACTIVITIES 


One of the most comprehensive 
achievements of the League’s cam- 
paign has been the circulation of over 
a quarter of a million cards petitioning 
the political parties to pledge them- 
selves to replace patronage with the 
merit system in all units of government. 
Many public officials in high and low 
positions joined the army of signers. 
Among them were practical politicians 
who recognized that “it is rapidly be- 
coming good politics to subordinate 
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patronage to policy and effective public 
leadership.” 

In preparation for the national nomi- 
nating conventions the League at- 
tempted to interview most of the dele- 
gates to the party conventions, es- 
pecially those who were slated to serve 
on the Platform or Resolutions Com- 
mittee. They were given copies of the 
League Personnel Plank which called 
for specific commitments, and which 
was the only plank presented by the 
League. * 

Mrs. Florence Fifer Bohrer, a direc- 
tor of the National League of Women 
Voters, a Republican and for eight 
years a member of the Illinois State 
Senate, stated to the Republican Plat- 
form Committee in her plea for the 
League plank: 


The spoils system of appointments to 
public office is a vicious institution. It cor- 
rupts and disrupts political party organi- 
zation. It is political slavery of the worst 
kind. 

The League of Women Voters recognizes 
that since 1856 every national Republican 
platform has contained some statement in 
support of the merit system. Often, these 
planks have been vague. Voters today are 
demanding specific commitments—an as- 
surance of what may be expected on im- 
portant issues of all elected officials and the 
elected party. 


Mrs. LaRue Brown, a Democrat and 
a member of the National League 
Board, stated before the Resolutions 
Committee of the Democratic Conven- 
tion in Philadelphia: 


It is obvious that what is needed is a 
genuine public opinion behind the changes 
all insiders know to be necessary. By 
adopting the League plank, the Committee 
can help enormously in the process of public 
education which must precede any funda- 
mental change. If all our people could 
think of every governmental position, not 
as a job for a person who wants a place and 
a salary but as a piece of public work to be 
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done as well as possible by the best person 
available to do it, the whole problem would 
disappear! 

The question of qualified personnel 
was an important campaign issue. 
That this was true does not need sup- 
porting evidence to any group of citi- 
zens who’ read the newspapers or lis- 
tened to the political speeches over the 
radio. Another yardstick was the poll 
of the American Institute of Public 
Opinion conducted by Dr. George Gal- 
lup, which showed the voters of the 
country overwhelmingly in favor of the 
merit system. LEighty-eight per cent 
of them replied, “Give jobs to those 
who qualify in civil service examina- 
tions.” Twelve per cent said, “Give 
jobs to faithful party workers.” 

“Whoever is elected this November,” 
commented Collier’s editorially in Sep- 
tember, “improvement in the civil 
service is due.” And why is it due? 
... “to appease an increasing public 
irritation.” It was not due two years 
ago, but it is due now. It is due not 
only in the Federal Government, where 
perhaps the need is most conspicuous 
although certainly not greatest, but 
also in state, county, and local govern- 
ment. And the League of Women 
Voters, because it is a national, state, 
and local organization, has the oppor- 
tunity of assuring that the momentum 
gained through an aroused public opin- 
ion is not lost but is applied to definite, 
concrete pieces of action. 


EXTENDING THE WORK 


The second phase of the League’s 
campaign has already begun with ap- 
plication of the momentum. Feder- 
ally, this will mean support of construc- 
tive legislation, or administrative prac- 
tice where possible, to improve and to 
extend the present merit system in the 
civil service. An explanation of the 
League’s goals is given in a pamphlet, 
What Does the Federal Merit System 
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Need?, issued in November 1936. The 
League also has determined upon cer- 
tain desirable standards for a state per- 
sonnel system. 

The second phase of the campaign in 
the states will take various forms. In 
those states—pitifully few in number— 
where there is at present a civil service 
act, improvements are needed. The 
Massachusetts League, in its repre- 
sentations to the State political party 
conventions and in its questionnaires 
to legislative candidates, stressed two 
points: the need for modifying veterans’ 
preference regulations so that the civil 
service may be opened to younger men 
and women, and the need for strength- 
ening the system and extending it to all 
persons except those occupying policy- 
making positions. The New York 
League intends to defend the present 
law against attacks and to work for in- 
creased appropriations for the Civil 
Service Commission which will make it 
possible to extend the merit principle 
to forty-four counties. The California 
League has played an active part in de- 
feating a vicious constitutional amend- 
ment weakening the State personnel 
system. Definite word has come from 
at least seven states—Connecticut, 
Indiana, Minnesota, Nebraska, Rhode 
Island, Michigan, and Pennsylvania— 
in which the state Leagues are planning 
aggressive legislative work in support 
of the state personnel systems. In ad- 

‘dition to these state Leagues, scores of 
Leagues in cities have drafted and are 
working for personnel systems or im- 
provements of present systems. 

There are many efforts to improve 
city personnel situations in states where 
the amount of public opmion on this 
subject does not yet warrant active leg- 
islative support. In these states the 
Leagues will be inventive of activities 
which will direct the interest of the pub- 
lic toward accomplishment. ‘The pe- 
tition cards still hold possibilities; per- 
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haps a new kind of one-day school on 
the subject of qualified personnel will 
be developed; new variations of old 
League technique can be produced by 
consideration and discussion of specific 
situations. Appointment of an official 
commission to survey the state needs 
provides the public with unbiased 
recommendations and the League 


Mrs. George Gellhorn, of St. Louis, is chairman of 
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with ammunition for a follow-up fight. 

What the League campaign has ac- 
complished has béen done with infinites- 
imal budgets, very limited staff assist- 
ance, and an organization not equally 
strong in all its units. The success 
which it has so far achieved serves as 
inspiration to carry on with greater 
zeal, 


the commitiee appointed by the National League of 
Women Voters to direct its special camfaign in behalf 


of trained personnel in public service. 


She ts a member 


of the Board of Children’s Guardians of St. Louis. 
She was a director of the National American Woman 
Suffrage Association, and since that time has been ac- 
tive in many publie endeavors, and has been a leader in 
the League of Women Voters since its beginning in 


1919. 


The Scope of Departmental Personnel Activities 
By A. J. ALTwEYER 


COME from a state that has had a 

civil service law for almost a third 
of a century and, what is more to the 
point, has actually applied the law 
during all of this time. I have also 
been engaged in public administration 
for almost a quarter of a century. I 
have therefore had an opportunity to 
observe and experience the tremen- 
dous advantage to a government in 
having in its service a body of trained 
civil servants. 


OBJECTIVES oF PERSONNEL 
ADMINISTRATION 


Personnel administration, whether 
in industry or in government, has ob- 
jectives that may be distinguished as 
economic and social—the attainment 
of greater efficiency in operation and 
the attainment of better adjustment 
of the individual worker. In private 
industry the economic motivation of 
personnel work may be to the fore, 
but even there it is recognized that 
the greatest efficiency is obtainable 
only when the individual worker is 
happy at his work. In the govern- 
ment service we need to get a clearer 
vision of both the economic and social 
objectives and of what I may call the 
ethical objective—the establishment 
of the merit principle as an attribute 
of democratic government. 

Expressing it somewhat crudely, I 
mean to say that in a democracy every- 
one should have an equal chance as 
regards the job opportunities for 
which he is qualified. Expressing it 
more idealistically, I mean to say that 
everyone should have an equal oppor- 
tunity to serve his government in 
those capacities for which he is fitted. 


And I believe the majority of civil 
servants are animated by a real desire 
to serve their government faithfully 
and efficiently. 

Public personnel work has devel- 
oped rapidly in the last few years. 
However, there is still danger that the 
procedural and record-keeping aspects 
of governmental personnel adminis- 
tration may absorb all the energies of 
the personnel office. Until recently, 
the typical government personnel unit 
has been a clerical unit. 

Just as in the central recruiting 
agency we must make sure that the 
enforcement of rules and the holding 
of examinations do not become a mere 
ritual, so in the departmental personnel 
office we must make sure that the 
necessity for compliance with statu- 
tory, departmental, Civil Service, and 
General Accounting Office regulations 
does not develop a concern with red 
tape to the neglect of essential person- 
nel functions. Complicated routines 
develop in all large organizations, and 
there is need for constant review to 
eliminate and simplify procedures that 
are not adapted to changed conditions. 
Both scientific management and public 

"administration have a contribution to 
make in this field. Procedural re- 
form is as important in governmental 
administration as attention to adjec- 
tive law in the administration of 
justice. 

The activities of a departmental 
personnel office tie in closely with 
those of the central personnel agency, 
the Civil Service Commission, but the 
office is distinctly part of the depart- 
ment. Its concern is principally with 
internal problems and relationships, 
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but it is charged with responsibility 
for facilitating external personnel pro- 
cedures by coéperating with the Civil 
Service Commission in such functions 
as the holding of appropriate civil 
service examinations. 


RECRUITMENT, PROMOTION, AND 
REMOVAL 


Recruitment is a most important 
activity in any expanding agency. 
When that agency is under civil service, 
the Civil Service Commission has 
primary responsibility; but under pres- 
ent conditions its lack of adequate 
funds to undertake stimulation of 
competition in specialized fields, to hire 
technicians to prepare and hold special- 
ized examinations, and to establish a 
transfer system, makes necessary ex- 
tensive departmental activities in the 
field of recruitment. For example, 
the Social Security Board has had to 
set up a special interviewing and in- 
vestigating staff to handle the applica- 
tions for transfer which have been 
received in large numbers from em- 
ployees of other departments. 

The administration of a proper 
placement and promotional system 
within the agency is one of the most 
delicate tasks of the departmental 
personnel office. Everyone is in agree- 
ment on the principle of promotion 
from within, but establishing the neces- 
sary records classified as to special 
qualifications, developing employee rat; 
ings that can be relied on, and winning 
the confidence of employees and the 
coöperation of supervisors all along the 
line are tasks that require time as well 
as an intelligent and sincere approach. 

The establishment of a regular 
follow-up system as a means of weeding 
out misfits and discovering cases of 
maladjustment is a related activity. 
The probational period is without 
significance in too large a part of the 
service. Supervisors are often too 
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busy or too tender-hearted to take the 

necessary action without prodding and”. 
assistance from the personnel office. 
If a tradition could be built up to re- 
gard the probational period as part of 
the examination and to require posi- 
tive demonstration of fitness for further 
employment, many futuree problems 
could be avoided. However, once the 
employee has acquired an equity in the 
job through long service, xemoval is 
difficult, if not practically impossible. 
Moreover, it is grossly unfair to the 
individual, since he becomes more 
removed from alternative opportuni- 
ties the longer he is retained. 


CLASSIFICATION AND TRAINING 


In the field of classification and 
compensation, the Federal Classifica- 
tion Act administered by the Civil 
Service Commission for the depart- 
mental service does not give much 
leeway to the departmental personnel 
office. Nevertheless, that office can 
play a useful part in working with the 
officials in charge of planning to deter- 
mine the organization setup and to ° 
codrdinate organizational planning with 
job analysis. The representation of 
the departmental viewpoint before the 
Civil Service Commission, the periodic 
‘survey of jobs to keep the classification 
plan current, and the administration of 
the plan in the field offices of the 
agency are other functions of the 
departmental personnel unit in this 
sphere. 

The training of employees, whether 
or not under the jurisdiction of the 
personnel office, must be closely tied 
in with recruitment, promotion, and 
other personnel activities. Important 
objectives of the training program are 
to develop proper attitudes toward 
and interest in the work of the agency, 
to systematize and reduce costs of 
“breaking in” new employees, to 
single out the most promising¥em- 
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ployees for future advancement, and 
to provide opportunities for self- 
development. 

To justify expenditure of govern- 
ment funds, the training must of course 
contribute to efficiency on the job, but 
it need not be narrowly and immedi- 
ately utilftarian. 

A successful training program should 
not end with formal courses but 
should continue on the job. There- 
fore the coöperation of supervisors 
must be enlisted. ‘The instruction of 
supervisors on techniques of supervi- 
sion constitutes an important respon- 
sibility, whether part of a formal 
training program or merely a series of 
informal conferences. The training 
value of a house organ should not be 
overlooked. 

Periodic ratings of employees based 
upon production records or other 
objective measures are a recognized 
personnel technique, but unless rating 
officers are carefully instructed, the 
procedure may be a disturbance to 
morale rather than a means of pro- 
moting it. 


WELFARE SERVICES AND 
PERSONNEL RESEARCH 


Despite a widespread feeling that 
the government should be a mode 
employer, service and welfare activi- 
ties have received little attention in the 
Federal service. Civil Service em- 
ployees receive a physical examination 
upon entrance, but periodic examina- 
tions thereafter are yet to become 
an established practice. Emergency 
rooms supervised by trained nurses 
are common, but rest rooms are not. 
Because of the clerical nature of most 
government work, the safety problem 
is not so important as it is in industry. 
However, problems of working condi- 
tions such as lighting, ventilation, and 
noise control are as important in gov- 
ernment as in industry, and the de- 


partmental personnel office must call 
these matters to the attention of 
appropriate officials. 

The law of the land now recognizes 
the right of the worker to organize. 
Government unions have been in 
existence for some time, but there is 
no well-defined policy toward them. 
A definite policy of employee represen- 
tation seems to me an essential in prop- 
er personnel administration. Even 
the best conducted organization will 
have employee grievances, and pro- 
vision for their orderly consideration 
should lead to better morale and 
greater efficiency. In this connection 
I may say that I see no essential con- 
flict of interest between the employee 
and the government as employer. 
However, the point of view of the 
employees as differentiated from that 
of the administrative official should 
have expression. The development of 
a labor policy and the machinery for this 
expression of the employee viewpoint 
should be a responsibility recognized 
by the department personnel office. 

Provision for assistance on personal 
problems as distinguished from em- 
ployee group problems should also be 
made. An open door policy on the 
part of the personnel unit is much to be 
desired. Exit interviews may, among 
other uses, provide a means of obtain- 
ing the employee viewpoint. The 
operation of a suggestion system is 
also a desirable personnel activity 
related to the promotion of both 
efficiency and morale. 

An important phase of the work of 
the departmental personnel office is 
personnel research. Typical projects 
are analyses of turnover, absence and 
efficiency ratings, studies in fatigue 
and rest pauses, analyses of recruit- 
ment and placement work, the devel- 
opment of personnel forms, and the 
preparation of personnel manuals for 
employees and supervisors. The rę- 
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search unit, by keeping abreast of 
developments in the field of industrial 
psychology and personnel work in 
industry can prevent stagnation of 
government personnel. In all these 
ways the departmental personnel office 
can make an important contribution 
toward the development of a career 
system based upon merit and provid- 
ing not only opportunity for the 
worker but also high-minded service 
to the public. 


ADMINISTRATION OF SOCIAL 
LEGISLATION 


With the growing demand for social 
legislation as exemplified by the Social 
security Act, the need for trained 
personnel to administer such legisla- 
tion becomes more and more impera- 
tive. While all legislation of course 
affects our citizens in one way or 
another, social legislation affects them 
more intimately in their daily lives 
than do other types of legislation. 
Moreover, social legislation requires 
the development of new techniques 
calling for resourcefulness and imagin- 
ation of a high order. Its success lies 
entirely in its administration. It has 
been the almost universal experience 
that when social legislation is under 
consideration the critics do not usually 
quarrel with its objectives, but they 
take exception to the ways and means 
employed to attain these objectives. 
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It has also been the almost universal 
experience that after social legislation 
has been enacted, the critics do not 
quarrel so much with the provisions of 
the law, but with the manner in which 
they are being administered. This 
perhaps is natural, because regardless 
of how efficiently social legislation 
may be administered, the very fact 
that it affects so many people directly 
and continuously gives rise ġo admin- 
istrativeirritations. Orderly procedure 
is likely to,be castigated as “red tape,” 
and a trained personnel is likely to be 
attacked as a bureaucracy. 

The friends of social legislation too 
often fail to recognize the importance 
of adequate administration. Too of- 
ten they have felt that their job was 
done when they secured the enactment 
of suitable legislation. But adminis- 
tration is truly legislation in action. 
Therefore the friends of social legisla- 
tion can perform no greater service at 
this time than to lend their support 
toward the development of a well- 
trained and well-organized adminis- 
trative personnel. And by well-trained 
I mean not only well-trained techni- 
cally, but also imbued with an appre- 
clation of the objectives of social 
legislation and possessing a flexibility 
ôf mind which enables them to adapt 
old techniques to serve new purposes 
and to develop new techniques where 


the old fail. 


Arthur J. Alimeyer, Ph.D., is acting chairman of the 
Social Security Board, Washington, D.C. He has pre- 
viously served as statistician for the Wisconsin Tax 
Commission; chief statistician and secretary of the Wis- 
consin Industrial Commission; chief of the Compliance 
Division of the National Recovery Administration; and 
second Assistant Secretary of Labor. He is author of 
“Receipts and Disbursements of Civil Divisions in 
Wisconsin”; “General Accident Statistics for Wiscon- 
sin”; and “The Industrial Commission of Wisconsin— 
A Case Study in Labor Law Administration.” 


Problems and Progress of the Merit System 


By W. W. MONTGOMERY, JR. 


HE vast growth of governmen- 

tal activities, reaching down into 
man’s most intimate affairs, and daily 
affecting and frequently controlling the 
personal conduct, the property man- 
agement, and the income and the 
standard of living of every individual, 
large and small, demand’ that all 
thinking people give careful attention 
to the personnel by which those func- 
tions are to be administered. And in 
this I refer not only to the activities of 
the Federal Government, but to those 
of the state and municipal governments 
as well. Whether we like it or not, 
only the blind can fail to see that the 
outlook is for an increasing rather than 
a diminishing participation by govern- 
ment in our private affairs. 


Fonctions oF PUBLIC EMPLOYEES 


A most interesting document en- 
titled A Study of the Merit System, soon 
to be published by the Committee on 
Education in the Merit System of the 
National Civil Service Reform League, 
begins with these words: s 


Political parties struggle loudly for con- 
trol of the Presidency and of Congress. 
Reports of wrangles between governors and 
legislatures are headline material. But it 
is the many inconspicuous civil service 
employees who keep the government 
operating day in and day out. 

Public employees protect property from 
theft and destruction; supply pure water; 
promote public health, and care for the sick 
and handicapped. It is they who provide 
education through schools, museums and 
libraries, teach agricultural and industrial 
methods, and investigate scientific prob- 
lems. They charter and regulate corpora- 
tions. Upon them devolve the tasks of 
promoting the advancement of foreign and 
domestic commerce and of negotiating 


with the representative of foreign govern- 
ments. In accordance with the laws made 
by the elected agents of the people, they 
collect and deliver mail, guard public re- 
sources, grant copyrights and patents, 
license tradesmen, and inspect food and 
drugs. Presidents, governors and legisla- 
tors may come and go, but the civil service 
remains, to carry on the routine work of 
government. 


Those are only a few of the functions. 
The committee might have added such 
things as: assessment and collection of 
taxes; regulation of relations of em- 
ployers and employees; supervision of 
the issue of securities, production and 
marketing of farm and other products, 
and rates and service of public utilities; 
and many others. 

We demand, and have the right to 
demand, that when government as- 
sumes these activities, so intimately 
affecting us, those who administer the 
government shall have the qualities we 
demand of those who administer pri- 
vate affairs, and that in such qualities 
as intelligence, integrity, courtesy, 
alertness, and knowledge of the job to 
be done, they shall be in no way in- 
ferior. All responsible people agree 
that the public money should go only 
to provide such service, and not as a 
reward for service to a political party or 
faction. 

But to accomplish its object the 
public must support its demand by 
effective insistence and must offer a 
practicable plan. To too great an 
extent the public demand has been 
of the academic sort. Nevertheless,- 
through the determination of a few, 
really great things have a acéom- 
plished. 

During the first forty yeas “of our 
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- federal life the civil service presented 
no major problem. The population 
was relatively small; government ac- 
tivities were few; we were young and 
enthusiastic in our doctrine of individ- 
ualism and in our distrust of govern- 
mental interference. As a result, gov- 
ernment employees were relatively 
few. While appointment to govern- 
ment position as a recognition of party 
service was by no means unknown in 
early days, it was President Andrew 
Jackson, who took office in 1829, that 
first developed the “spoils system” as a 
major instrument of partisan political 
power. 

The document from which I have 
quoted above is my authority for the 
statement that the employees in the 
Federal civil service in the year 1800 
numbered about 1,000. By 1830 they 
had multiplied by 20, and by 1883 had 
risen to 100,000. The report of the 
Civil Service Commission shows that 
on June 30, 1936, they numbered over 
824,000. In other words, in 136 years 
the increase was 823 per cent, and Iam 
here speaking of the Federal civil serv- 
ice alone. 


CIVIL SERVICE LEGISLATION 


It was in 1883 that Congress passed 
the famous Pendleton Act, which is 
substantially the Federal civil service 
law of today. The act was drafted 
under the auspices of the New York 
Civil Service Reform Association by, 
Mr. Dorman B. Eaton, in collabora- 
tion with a group of men which in- 
cluded Messrs. George William Curtis, 
Carl Schurz, Everett P. Wheeler, 
Silas W. Burt, and others. 

The Pendleton Act provided that 
appointment to various positions called 
the “classified service” should be made 
from eligible lists prepared by the Civil 
Service Commission. Applicants were 
to be placed upon the eligible list by 
the Conimission through a system of 
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competitive examinations conducted 
by the Commission and designed to 
determine the fitness of the applicant 
and to assure his appointment on the 
basis of merit and not on the basis of 
partisan service. The act, of course, 
contained sundry other provisions de- 
signed to maintain the purity of the 
service. 

The Pendleton Act originally ap- 
plied to only some ten thousand posi- 
tions, mostly clerical positions of minor 
importance; but it authorized the 
President to add by executive order to 
the positions affected—an authoriza- 
tion of which most of the Presidents 
since that time have availed them- 
selves. 

Indeed, so great was the progress in 
the ensuing half-century that by 1932 
no less than 81 per cent of the Federal 
executive service had been brought 
within the competitive system. As 
was to be expected, time has developed 
numerous inadequacies in administra- 
tive provisions, which supporters of the 
merit system have striven to correct, 
by legislation or executive order, with 
varying measures of success. It is 
unfortunate that the extension of the 
civil service since March 4, 1933 has 
far outstripped the extension of the 
classified service, so that on July 1, 
1936 the competitive system included 
only a trifle above 60 per cent of the 
total, as compared with 81 per cent in 
1932. The percentage has been some- 
what improved since that date by the 
President’s order of July 20, 1936 
affecting the Post Office Department. 

The intensive effort to pass the- 
Pendleton Act, and the impetus given 
by its enactment, stimulated the cause 
of the merit system in the civil service 
in the states. In due course, ten 
states and over four hundred munici- 
palities have adopted the merit system. 

Time will not permit an enumera- 
tion of the achievements or the disap- 
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pointments of the devotees of the merit 
system; but in addition to what has 
been said, it seems proper in passing to 
call attention to: (1) the Classification 
Act of 1923, which brought some de- 
gree of order out of chaos by estab- 
lishing in the departmental offices in 
Washington a classification by duties 
and grades, identified and defined by 
fairly descriptive titles, and with 
salaries assigned uniformly to the 
respective grades in each service; 
(2) the Rogers Act of 1824, which 
classified the Foreign Service positions 
in the State Department and went far 
toward establishing a career service in 
that field; (3) the Act of 1925, which 
extended the Classification Act to the 
postal field service; and (4) the Act of 
1927, which did the same for the 
forelgn commerce service. 

The Pendleton Act is now more 
than fifty years old. Good as it is, 
experience has disclosed its inadequacy 
in many respects to meet the require- 
ments of a modern civil service. Its 
scope should be extended to include all 
the departments of the civil service and 
all ranks and grades of position except 
those which may properly involve the 
shaping of political policy. Much is 
needed in the way of provision for 
promotions, transfers, illness, pensions, 
retirements, and other problems of 
personnel management. Political spoils- 
men have found ways of defeating in 
substantial measure the objects of the 
eligible list. ‘These loopholes should 
be closed. An overhauling of the 
whole system in the light of half a cen- 
‘tury of experience is needed. 


OBJECTIVES OF MERIT System 


Even in so brief a review as this of 
the progress of the great movement 
for establishing merit as the basis of 
the civil service, it is interesting to 
consider the development of ideals 
and objectives from the earlier period 


THE ANNALS OF THE ÅMERICAN ACADEMY 


of the movement to the present time. 

In the earlier period, purity in poli- 
tics seems to have been the prepon- 
derating if not the exclusive motive. 
The iniquity of using money contrib- 
uted by taxpayers of all political affilia- 
tions to subsidize those of one affilia- 
tion; the powerful weapon this places 
in the hands of the party in power, and 
the ruthlessness with which that weapon 
is used to maintain the power not only 
of the party but of individual party 
leaders or bosses, too often for the 
purpose of personal enrichment at the 
expense of the very taxpayers whose 
taxes finance the system; the assess- 
ment of office-holders and the require- 
ment of political activities as conditions 
to employment; the incentive to create 
unnecessary positions in order to fill 
them with politically useful employees; 
in short, the use of the civil service as a 
foundation for political organizations 
and the instrument for promoting the 
outrages of machine politics—this was 
the object of attack in the earlier period 
of the movement. The improvement 
of the service, while constantly in 
mind, was not in itself the primary 
purpose. 

The old purpose remains and is as 

compelling as ever, but latterly another 
objective has forged to the front as an 
equally important ideal. That ideal 
is the creation of what is so often 
called a “career service’—a service in 
«which the man or woman with ambi- 
tion, education, intellectuality, and 
integrity may seek a life career worthy 
of his or her high standards. 

If, as I believe to be the case, we 
must look -forward to the continued 
participation of government in our per- 
sonal affairs; if the relationships and 
contacts between government and citi- 
zens are to be more intimate and more 
frequent than in the past; if govern- 
ment is to continue with increasing in- 
tensity to regulate and direct our lives; 
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if we must pay the bill in continued and 
increasingly high taxes for the cost of 
all this government activity—then it 
is vital to the interests and to the hap- 
piness of every one of us that the qual- 
ity of those who administer the func- 
tions of government, whether for our 
aid or for our regulation, shall be such 
as to make the operation as successful, 
as painless, and as inexpensive as pos- 
sible. 

There seems to be no good reason 
why the head of any government 
bureau or of any of its great offices, as 
for instance the Postmaster at Phila- 
delphia, the Colleetor of the Port of 
New York, the Commissioner of In- 
ternal Revenue, the Treasurer of the 
United States, or the director of any 
bureau, as well as the staff under his 
direction, should not be chosen from 
those experienced in the particular 
field of work, and in recognition of 
proved fitness. Indeed, common sense 
would seem to dictate a system which 
would make this possible. And the 
prospect of rising to the top in the field 
of public service, as in that of private 
service, with the assurance of perma- 
nency in the position when attained, 
would seem to supply a stimulus to 
ambition and an incentive to high 
endeavor, which could only result in a 
benefit to the service and to those with 
whom the service is concerned. 

No intelligent person will suppose 
that a young man of the desired quality 
will seek a career in a service from 
which he is likely to be thrown out as 
soon as a new party comes into power. 
No service will be an efficient one if 
composed of inexperienced persons 
appointed to take the place of experi- 
enced ones removed from office by 
reason of the changed political com- 
plexion of the administration. Ambi- 
tion will not be fired where the em- 
ployee knows that failure of promotion 
or the loss of position attained by 
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diligence and efficiency is likely to 
result from reasons totally uncon- 
nected with the quality of service 
rendered. 

Clearly, there can be no career 
service where the spoils system prevails. 

The modern ideal, then, is not 
merely the purification of politics, but 
the creation of a service that will 
attract the best quality, and, having 
attracted it, will offer such induce- 
ments of advancement and prestige as 
to stimulaté the best efforts. 

By what means is this ideal to be 
sought? 


PROGRAM OF NATIONAL CIVIL 
SERVICE REFORM LEAGUE 


Mr. Kaplan, executive secretary of 
the National Civil Service Reform 
League, permits me to present his 
program. I have not the knowledge 
or the imagination to improve upon it. 
He proposes: 


1. A central personnel agency equipped 
with adequate technical staf and with 
sufficient funds to administer the law 
effectively; 

2. A survey of the salaries paid to all 
public employees in order to classify posi- 
tions according to title and compensation, 
so that those performing substantially the 
s&me services shall be grouped in one class, 
and salaries fixed according to duties 
performed and responsibilities assumed; 

3. A compensation plan uniform in its 
application to all similar classes of positions, 
with schedules of intermediate salary in- 
crements and designated lines of promotions 
to the higher grades and positions; 

4. A probationary period to supplement 
the competitive examinations conducted by 
the personnel agency; 

5. A plan for practical instruction on the 
job or preliminary to assignment; 

6. Service ratings to determine actual 
performance of duties; 

7. Uniform rules governing leaves of 
absence with or without pay; compensation 
in ease of injury, and vacations; 

8. Provision for promotions and transfers; 
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9. An arrangement for pooling personnel 
for seasonal or emergency requirements; 

10. A plan for in-service training to 
develop talent for higher administrative 
and supervisory positions; 

11. À properly conceived system of 
separations from the service, through 
resignation, retirement and removal; 

12, Certification of pay rolls by the 
personnel agency; 

13. An adequate pension system; 

14, Prohibition against political assess- 
ments and contributions, as well as undue 
political activity; ` 

15. Supervision and investigation of the 
administration of the law by the personnel 
agency; 

16. Provision for a taxpayer’s action to 
restrain payment of compensation to 
persons unlawfully appointed or employed. 

The achievement of such a program 
will require comprehensive legislation 
and whole-hearted and sympathetic 
administration. To obtain either, the 
public understanding and the public 
conscience must be aroused and mo- 
bilized. 

DIFFICULTIES TO BE OVERCOME 

The difficulty of putting in opera- 
tion such a program as this must not be 
minimized. Barriers of prejudice, pro- 
vincialism, and shortsighted selfishness 
on the part of the people, political 
organizations, and public employees 
must be hurdled. 

- Almost universally, residence re- 
quirements offer a handicap at the start 
to the inauguration of a real career 
civil service. In the Federal Govern- 
ment this parochialism takes the form 
of the quota system, included in the 
Pendleton Act and never abandoned, 
whereby appointments in the classified 
Service are apportioned among resi- 
dents of the states on the basis of each 
state’s population. This may result in 
the failure to acquire the services of an 
applicant of high standing simply be- 
cause he happens to live in a state 
which has already furnished too high a 
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number of government employees at 
that particular time. 

Ever since the Civil War, appointing 
officers have been struggling with the 
problem of statutory preferences in 
appointment and promotion granted 
to war veterans. Since the World 
War this problem has increased. Only 
two or three years ago, after an investi- 
gation made by a committee of the 
National Engineering Council into 
difficulties of civil service administra- 
tion, the chairman of the committee 
declared that Federal officials had 
named the veteran preference laws as 
one of their greatest personnel difficul- 
ties. The present system is unsatis- 
factory to such officials because it gives 
an arbitrary credit for military service 
and requires the appointing officer to 
give reasons for passing over veterans 
with such credit; to the veterans them- 
selves, because no guarantee of appoint- 
ment is furnished and the preference 
is often merely a nuisance to the 
appointing officer and no real help to 
the veterans; and to non-veteran appli- 
cants who form the vast majority, who 
naturally resent the favoritism granted 
one small class. 

Family status is another extraneous 
criterion of employment. Under the 
Federal law, no more than two mem- 
bers of a family may be appointed to 
classified positions, no matter how well 
qualified they may be; and the economy 
act of 1932 (which has been held to be 
permanent law) provides that an 
eligible of any rank may be passed over 
if he or she has a wife or husband al- 
ready in the civil service. 

These statutory handicaps to good 
administration spring, of course, from 
the concept of government as an 
eleemosynary institution. 

Handicaps of another sort are at- 
tributable to technical insufficiencies, 
and to the human failings of jealousy, 
suspicion, and fear. 
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Among those which spring from 
technical insufficiencies are the lack of 
sound service rating systems which 
may be used with confidence as the 
basis for promotions or removals; the 
unsatisfactory nature of classification 
plans; the absence of a solution to the 
pressing and important problems of 
promotion and, removal, now left 
entirely to the unsupported judgment 
of the department head; and the 
disease which is apt to afflict all large 
organizations, private as well as public, 
which Dr. Arthur E. Morgan, chair- 
man of the Tennessee Valley Authority, 
calls ‘“‘bureaucratic perfunctoriness.” 

Dr. Morgan some time ago suggested 
as a cure for this tendency to stagna- 
tion a periodical examination of incum- 
bents in competition with outsiders, 
in which tests, “if an outsider should 
be rated in the highest third he should 
be taken in, place being made for him 
by eliminating someone in the lowest 
third.” This may be practically diffi- 
cult and extreme, but some means of 
periodic “inventory” of our personnel 
to eliminate the drones and the misfits 
deserves consideration. 

Handicaps arising from the human 
failings mentioned spring partly from 
little education in the theory of govern- 
ment and none in its actual practice. 
Some years ago the Public Service 
Institute of Kansas City discovered 
after an examination of Boy Scouts 
qualifying for civic merit badges thate 
few had any idea of how government 
operated and what it did, and con- 
cluded: 


If training for citizenship means, among 
other things, the giving of a conception of 


_ government, it is failing to that extent. 


What most of the future citizens will know 
about their governments after they grow up 
will depend on what they can read, on their 
personal contact with government, and on 
political organizations. 


How can the great mass of such 
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citizens be expected to have a keen 
appreciation of the overwhelming im- 
portance of an effective merit sys- 
tem? 

Some government employees, unfor- 
tunate in their dubious leadership, 
have sometimes been selfishly short- 
sighted and have been prone to concen- 
trate their efforts on immediate ad- 
vantages in the form of wages, hours, 
and leave regulations, to the heglect of 
a thorough revision of the whole system 
of governfnent employment which 
would offer them long-term benefits. 
An instance is the hostility of organ- 
ized employees in general to attempts 
to raise the educational standards in 
the public service, to ban political 
activity in behalf of parties and candi- 
dates, and to widen the field of selec- 
tion by abandoning the theory of 
“home-town jobs for home-town boys.” 

Poor draftsmanship of civil service 
laws and regulations by amateurs and 
self-seekers may result in confusion and 
litigation, and sometimes (as in Cali- 
fornia this fall) in the unanimous 
refusal of civic, administrative, and 
commercial groups to indorse a well- 
meant extension of the merit system 
because of its incongruous provisions. 


Apvances Berna MADE 


Nevertheless, there is evidence that 
public opinion is gaining the long fight 
for progress toward better government 
administration. The merit system is 
now taken for granted in most police 
and fire departments, in the schools, 
and in services requiring technical 
training. Organizations which have 
never before taken a definite stand on 
any subject of this sort are doing so 
today. States like Arkansas, South 
Carolina, Georgia, Alabama, and Mich- 
igan, where no sentiment for the merit 
system was manifested a few years 
ago, now find civil service bills on 
legislative calendars. The depression 
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brought an end to North Carolina’s 
short-lived experiment in a central 
personnel agency, but Kentucky has 
become the tenth “etvil service” state; 
and in Kansas (where hostile legisla- 
tures have refused for sixteen years to 
appropriate for enforcement of the 
civil service law on its statute books) 
the League of Women Voters is insist- 
ing that next year an appropriation be 
made. Not only is a new interest in 
personnel laws evident, but also a 
realization that such laws must be 
backed up by sympathetic adminis- 
tration and a watchful public. 

When we realize that the civil serv- 
ice system lof Great Britain is only 
sixty-six years old, we can feel encour- 
agement that we are gradually, albeit 
with the traditional slowness of demo- 


cratic processes, moving toward the 
same goal. 

It may well be doubted whether, in 
the light of the present-day philosophy 
of government, there is any public 
program of greater importance than 
this. Without an enlightened civil 
service system—Federal, state; and 
municipal—all efforts at economy in 
public expenditure will be unavailing; 
freedom of opportunity and enjoyment 
of property will decline; to a rapidly 
increasing degree those who carry on 
the world’s work will be toiling to 
support the top-heavy bureaucracy 
which will govern and oppress them. 
Never before has an extended and 
vitalized merit system been so essen- 
tial to men’s happiness as now. To 
establish it firmly is our great problem. 


W.W. Montgomery, Jr., ts a member of the law firm 
of Montgomery & McCracken, Philadelphia, having 
practiced law in this city since 1899. For many years 
he has been a member of the Executive Committee of the 
Pennsylvania Civil Service Association, and for several 
years, chairman of the Executive Committee of the 
National Civil Service Reform League. 
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Problems of the International Distribution of Popula- 
tion and Raw Materials: 


By Corrapo GINI 


THINK it hardly necessary to em- 

phasize the paramount réle played 
by problems of the international dis- 
tribution of population and raw mate- 
rials in the world scene. Since the war, 
both problems have been accorded 
marked attention in the discussions of 
international agencies and congresses. 
From its very institution, the League 
of Nations was asked to consider the 
problem of raw materials, and in 1921 
decided, although reluctantly, to con- 
duct an extensive inquiry, which I had 
the honor to direct. The report was 
presented and published, but no prac- 
tical action followed. Nor did the dis- 
cussions at the successive international 
conferences of Genoa, Geneva, and 
London lead to results of any impor- 
tance. When the international politi- 
cal sky is particularly dark, some 
statesmen recognize, as did Sir Samuel 
Hoare during the Ethiopian conflict, 
the necessity for some regulation of the 
international distribution of raw mate- 
rials; but such declarations have in- 
variably proved to be nothing but 
platonic manifestations of good will. 
Nor have the discussions of the prob- 
lems of the international distributions 
of population proved to be more fruit- 
ful. Indeed, the international confer- 
ences on emigration, in which such 
problems were primarily treated, en- 
countered such difficulties that they 
were discontinued. 

But the very urgency and vital 
importance of these problems have 
led to their being presented again 


* Translated from the Italian by Dr. Robert 
K. Merton, Department of Sociology, Harvard 
University. 


and again before new sribunes. 

The International Institute of Intel- 
lectual Codperation, which codrdinates 
the activities of the National-Commit- 
tees of the various states, organizes 
periodical »meetings—called Confer- 
ences of High International Studies— 
which the representatives of the na- 
tional organs are invited to attend. 
The subject submitted to the next 
Conference, to be held in 1937, concerns 
the difficulties in principle and proce- 
dure for the peaceful solution of the 
international problems arising from 
the distribution of population and raw 
materials. Invited to present a report 
to this Conference, I had the oppor- 
tunity of studying this complex matter 
once again, and thought that the con- 
clusions derived from such an exami- 
nation, on the basis of previous and 
more recent experiences, might prove 
of some interest to the group assem- 
bled here. 


° UNEQUAL DEVELOPMENTS 


The problems of the international 
distribution of population and raw 
materials are but two particularly 
salient aspects of a much larger prob- 
lem. This larger problem derives 
from a disequilibrium between the 
economic and the political interde- 
pendence of the various states, which 
matured during the last part of the 
nineteenth and the first part of this 
century.? 

? For the importance of this factor in the de- 
velopment of the world economic crisis not yet 
over, see our article “Gli sviluppi della crisi 
mondiale,” La Vita Economica Italiana, IT 


quarter 1934, and the volume Prime linee di 
patologia economica (Milano: Giuffrè, 1985), 
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Indeed, in the evolution of human 
society there is a conspicuous tendency 
to pass from more simple and re- 
stricted to more complex and extended 
forms: thus, there has been a gradual 
passage from tribal organization to 
city, provincial, and regional political 
units; frm these, to the national or- 
ganization of states, and occasionally 
from that to confederations of states; 
and theré is evident a tendency to pass 
to the even more vast organization of 
complexes of nations. ° 

However, the transition has not oc- 
curred simultaneously from every 
point of view. There have been peri- 
ods in which the evolution of the politi- 
cal form has preceded that of the eco- 
nomic form, so that within the area 
encompassed by the same state have 
been found regions which were still 
badly coördinated from the economic 
viewpoint. In the contemporary 
epoch, on the contrary, economic Inter- 
dependence has preceded political in- 
terdependence. While from the polit- 
ical standpoint nations have always 
remained rigorously restricted to the 
national organization, from the eco- 
nomic viewpoint, before the war they 
became bound together in increasing 
measure. Labor, capital, commod}- 
ties, stocks, bonds, and precious metals 
have been moving from state to state, 
often in a régime of complete liberty, 
under the stimulus of individual pref- 
erence. Frequently, immobile invest- 
ments have also been made in foreign 
lands. And the general adoption of 
gold as the base of the monetary sys- 
tem has presented a stable platform on 
which international financial opera- 
tions have developed. 


Postwar FRICTIONS 


Immediately after the war, this 
régime of economic interdependence 


pp. 556-576. For the general problem, see that 


volume, pp. 155-172. 
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between the nations began to show 
signs of breaking down. Important 
markets hindered and limited the im- 
portation of foreign labor, and, more- 
over, the producers of certain raw 
materials or foodstuffs combined to 
transform exchange from a means of 
realizing a bilateral advantage into an 
instrument of exploiting, solely for 
their own profit, the foreign buyers’ 
state of necessity. 

On the other hand, the exchange of 
capital, stocks, bonds, manufactured 
goods, and gold, as well as foreign in- 
vestments, was intensified more than 
ever under the stimulus of the dispar- 
ity of conditions in which the various 
states were found at the close of the 
war. Nor did they heed the explicit 
warnings of clear-sighted persons who 
noted the danger of a system which 
bound ever more closely the economic 
organisms of the various states in a 
union of life or death while it left to 
any of them the possibility of disrupt- 
ing this coöperation and thus putting 
their common fate in jeopardy.’ 

The acute political antagonisms and 
frenzied national egoisms prepared the 
ground for such a breach as was occa- 
sioned by the world crisis, when every 
nation, placed in a state of necessity, 
thought itself justified in fully exploit- 
ing international economic relations 
for its own advantage. 

Foreign capital was withdrawn, 


°? May I be permitted to refer the reader to 
my Report on the Problem of Raw Materials 
and Foodstuffs, published by the League of Na- 
tions, 1921 (page $1), and reproduced with notes 
in Metron, Vol. II, Nos. 1 and 2, June 1, 1922 
(L'enquête de la Société des Nations sur la ques- 
tion des matiéres premiéres et des denrées ali- 
mentaires, pp. 48-50), and to my lecture on “La 
revisione del processo contro il protezionismo,” 
published in the Atti del 1 mo Congresso Nazi- 
onale di Chimica Pura ed Applicata. (Rome, 
June 3, 1923), and in Economia, June-July, 
1923, and reprinted in Seritti di Politica Eco- 
nomica, No. 9, by the “Circolo di Studi Eco- 
nomici,” Triest, 1923. 
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often for the greater profit of native 
investments, but sometimes even for 
a purely emulative act in order to im- 
duce recalcitrant states to favor the 
political program of the creditor na- 
tion. ‘The new available capital often 
became invested, through the state, to 
uphold the native against foreign pro- 
ducers in the economic struggle or to 
bind satellite states and occasionally 
to aid their armament against an ac- 
tual or hypothetical common enemy. 

Preferential measures in the issu- 
ance of stocks and bonds were intro- 
duced for the advantage of nationals, 
while the payment of interest to for- 
eign bearers was retarded and some- 
times suspended. 

Restriction of immigration became 
general, and to this were often added 
discriminative measures against for- 
eign residents, conditioning or limiting 
or even prohibiting their employment, 
frequently denying them permission to 
prolong their sojourn, often imposing 
naturalization. 

There are states in which the pur- 
chase of real estate by foreigners was 
practically forbidden, and states in 
which the foreigners who had already 
acquired land or industries were expro- 
priated, or their enterprises subjected 
to such fiscal or administrative treat- 
ment as to induce the owners to dis- 
pose of them. 

The coalitions in the sale of raw 
materials and foodstuffs, far from. 
being dissolved—as would be expected 
in periods of market crises—persisted 
and became more numerous, while the 
state showed an increasing tendency to 
control international commerce, at 
least for the purpose of exploiting to 
the fullest its own monopolistic posi- 
tions and the needs of foreign states, if 
not also for the purpose of ruining the 
industries of the competing states. 

While gold was abandoned as a 
monetary base, thus shattering the 


e 


world monetary system into many na- 
tional systems, the various states 
fiercely competed in the establishment 
of reserves which were often dispropor- 
tionate to the needs of circulation. 
And in several cases, devaluation of 
money was attained needlessly for the 
purpose of outdoing the competition 
of foreign industries or of lessening for- 
eign debts. Nor can be concealed the 
suspicion that in some cases the same 
foreign money may have been falsified, 
with the knowledge, if not the com- 
plicity or initiation, of the government. 


Tue PROBLEM STATED 


Although such procedures were re- 
pugnant to the cosmopolitan con- 
science which had been formed in the 
century-long practice of economic co- 
operation, it cannot, however, be 
denied that until some superior agency 
intervenes to regulate international 
relations, it is inevitable that in peri- 
ods of crisis the harmony which is es- 
tablished in normal times be shattered 
and that each political unit act for its 
own interest. Indeed, none can con- 
test the state’s right to utilize raw 
materials, capital, and possibilities of 
employment available to it primarily 
for its own compatriots. 

* With respect to the international 
distribution of raw materials and 
population, the problem is particularly 
serious for various reasons, some of 
which are common to the two cate- 
gories of goods, others of which are 
peculiar to one of them. 

A characteristic common to the two 
categories is that of a marked inequal- 
ity in their territorial distribution. 

In the case of raw materials is added 
the particularly acute character which, 
except in the instance of a prearranged 
accumulation of reserves, a crisis aris- 
ing from a shortage rapidly assumes: 
for raw materials, in contrast to land, 
buildings, tools, and machinery, are 
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goods of immediate consumption, serv- 
ing, that is to say, for only one act of 
production and requiring therefore 
continual replenishment.* 

In respect to the international dis- 
tribution of population, conditions are 
aggravated by the fact that emigra- 
tion, in normal conditions, represents a 
gratuitous contribution, on the part of 
the country of origin, of expensive per- 
sonal capital to the country of desti- 
nation, whereas in unexpected periods 
of crisis, when the returns of manual 
labor become insufficient for their sus- 
tenance, it is also on the country of 
origin, following repatriation, that the 
weight of maintenance once again falls. 
In addition, circumstances of extra- 
economic character, such as racial 
antagonisms or considerations of pres- 
tige, often arise, thus aggravating con- 
flicts in this field. 

The problems of the distribution of 
raw materials and population cannot 
be resolved if the fundamental issue is 
not faced. ‘This is the adjustment be- 
tween the political and the economic 
interdependence of nations either by 
accentuating the first or by attenuat- 
ing the second. 

The radical and general solutions of 
a return to the economic isolation of 
national units or of their fusion into 
one super-national political unit are 
out of the question. 

Indeed, the first solution would rep- 
resent the ruin of practically all the 
states. The second, far from any pos- 
sibility of being realized in the imme- 
diate future, stands in contrast to the 
tendencies which have been mani- 
fested in the postwar period. Indeed, 

*On the problem of raw materials, a full 
treatment may be found in the Report cited 
above, and in the article “Tl problema della 
materie prime,” Rivista di Politica Economica, 
Anno XXII, Fase. XII, 1932, embodied with 
some developments in the previously cited vol- 


ume Prime linee di patologia economica (pp. 
160-171). 
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it is not sufficient for the fusion of 
some nations that it represent an eco- 
nomic advantage; it is also necessary 
that there be, among the various ele- 
ments of the population, a homo- 
geneity of sentiments, of traditions, 
and of ideals so as to assure an effica- 
cious coöperation. Now, the reën- 
forcement of national sentiment, far 
from favoring homogeneity, has accen- 
tuated differentiation. In addition, 
the difficulty encountered in large po- 
litical units for the manifestation and 
the actuation of the collective will has 
not yet been overcome. On the con- 
trary, it has been increasing with the 
extension of the classes which take an 
active part in political life, contribut- 
ing to the breakdown of the old pre- 
war empires or to their transformation 
from unitary to federal forms. 


LIMITATION OF SOVEREIGNTY 


It may be well, then, to consider in- 
termediate solutions. One of these, 
often advocated, consists of limiting 
the sovereignty of states through com- 
pulsory regulation, delegated to appro- 
priate agencies or guaranteed by spe- 
cial disposition, of the distribution of 
raw materials and labor forces. 

However, when one passes to a con- 
crete program of attainment, it is per- 
ceived that the aims of such limitation 
are very differently understood. 

There are some who would be con- 
stent in this matter with the imposition 
of parity of treatment by each state of 
all the others.5 Such a measure would, 
however, represent a solution only in 
respect to colonies, to which labor 
flows essentially from without and raw 
materials are only to a small extent 


5See, for example, the volume by E. F. Pen- 
rose, Population Theories and their Application 
with Special Reference to Japan, Stanford Uni- 
versity, Cal.: Food Research Institute, and the 
review of it published in Genus, Vol. II, Nos. 
1-2, Rome, 1936. 
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consumed on the spot; but where this 
is not the case, this measure would not 
hinder discriminatory treatment of 
citizens and foreigners. 

More radical and more logical is the 
policy of laissez faire, which demands 
that there be guaranteed complete 
freedom of international movement of 
raw materials and of populations of 
every origin and for all destinations, 
without the possibility of a preferen- 
tial treatment in favor of some groups 
of consumers or of producers, either 
national or foreign. However, this 
would not do other than increase even 
more the economic interdependence 
between nations, and would only ag- 
gravate the dangers whenever the con- 
tinuation of such liberty would not be 
guaranteed in every event. This con- 
dition, which would be practically 
equivalent to excluding the possibility 
of war or of tariff warfare, is, on the 
other hand, very difficult to realize. 
In addition, the system would not be 
free from objections in respect to those 
raw materials (and they are among the 
most important) which exist in a lim- 
ited quantity and which are not sus- 
ceptible of renewal, because it is to be 
feared that the advocated freedom 
might lead to a more rapid exhaustion 
of them. 

One may oppose to such a program 
that of a distribution of the population 
and of raw materials regulated by 
means of bureaucratic central agencies- 
which would reproduce, on an ampli- 
fied scale, the “executives” through 
which supplies were allocated to the 
various allied countries during the war. 
Experience, however, has shown the 
inconveniences of such a system, which 
arise either through the difficulty of 
establishing equitable and universally 
accepted principles for the determina- 
tion of the quotas to be assigned to the 
various nations, or through the slow- 
ness and rigidity of functioning which 


the agencies in question have evi- 
denced.® 

Moreover, admitting that the prob- 
lem of aims may be solved, there would 
still remain the solution of the other, 
also fundamental, problem of the char- 
acter of the agencies. Are these to be 
super-state agencies whose authority 
is superior to that of single nations? 
This conception was the starting point 
for the supporters of international 
regulation either of raw materials 7 or 
of emigration. However, it is diffi- 
cult to conceive the existence of super- 
state agencies which regulate only 
these two fields, so vital for interna- 
tional coöperation, while the other 
fields remain intrusted to national or 
private initiative. And it is, on the 
other hand, inconceivable that such 
agencies would have adequate author- 
ity, particularly in times of crisis, with- 
out the existence of a super-state 
which would furnish them the power 
to enforce their decisions. Conveni- 
ently integrated, therefore, such a solu- 
tion would naturally come to slide 
toward the extreme solution of a super- 
state, for which, as I have said, the 
time is not yet ripe. 

On the other hand, the madequacy 
of the League of Nations (which has 
finally been recognized) makes us 
think that not super-state but soci- 
etary agencies, in which each state en- 
gages in defense of its own interests, 
would turn out to be madequate for 
the solution of such problems. The 
experience of the war and postwar 
periods has demonstrated that similar 
agencies, in the military as well as in 


° Cf. the cited Report on the Problem of Raw 
Materials, p. 26. 

* Cf. the introductory chapter of the Report 
on the Problem of Raw Materials, treating of 
the “Events Leading to the Inquiry,” pp. 5-9. 

® Of. the lecture “International Migration and 
Its Control,” given by A. Thomas, director of 
the International Labor Office, at the World 
Population Conference of Geneva, 1927. 
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the economic and social field, have 
been able to function sufficiently well 
when the interests of the various mem- 
bers were rendered consistent by a 
common danger, as occurred during 
the war, or by a common ideal, as was 
the case after the war, for the adop- 
tion of labor conventions. But when 
both these conditions are absent, and 
interests are, on the contrary, antago- 
nistic, asis precisely the case for the 
problems of the international distribu- 
tion of population and raw materials, 
one cannot see why any state, as a 
member of a societary agency, ought 
to renounce its own interest for the in- 
terests of the others. For this reason, 
it happens that the viewpoints of the 
strongest members inevitably prevail 
in societary organizations, so that, for 
the problems with which we are here 
occupied, solutions impressed with 
greater equity and with greater regard 
toward the states which today feel 
themselves sacrificed can certainy not 
be expected in practice. 


NATIONAL SELP-SUFFICIENCY 


Having recognized the difficulty of 
a solution which implies the compul- 
sory limitation of sovereignty, we have 
now to turn our attention to the op- 
posed solution which implies an accen- 
tuation of the economic self-sufficiency 
of nations. This solution, in turn, can 
be looked for in two opposed direc- 
tions: either in a restrictive direction, 
which aims to limit the national needs 
of demographic expansion and of sup- 
plies of raw materials; or in an integra- 
tive direction, which tends to assure to 
individual nations the territory neces- 
sary for both these needs. 

In the field of population, the restric- 
tive solution is proposed by the Anglo- 
Saxons and the French against the 
claims of the other Latin, the 
Slavic, and the Oriental countries. 
Have you—they say—a superabun- 
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dant population? The fault is yours. 
Why do you not limit it to the point 
where your land can contain it? ® 

On the theme of raw materials, the 
restrictive solution is, on the contrary, 
supported by the Asiatics, particularly 
by the Indians and the Chinese, 
against the Westerners in general and 
the Anglo-Saxons and the French in 
particular. Your insatiable need of 
territory—they observe—derives from 
an excessive consumption of raw 
materials, necessary to support an 
artificial development of industry 
and an extravagant level of living. 
Reduce your industrial development 
to the limits within which it can be 
maintained by the raw materials in 
your territory, and permit the raw 
materials of others to be exploited by 
the local populations or by those who 
can settle the land.?° 

But in the name of what—it is per- 
missible to ask—is it demanded that 
the peoples restrict their demographic 
expansion or their industrial develop- 
ment? It is clear that as long as the 
Anglo-Saxons and the French main- 
tain that the other Latin, the Slavic, 
and the Oriental peoples ought to limit 
their births so as not to disturb their 
position as beati possidentes, or as long 
as the Asiatics hold that the Western- 
ers ought to limit their consumption of 
raw materials so that these may re- 
dound to the advantage of the indus- 
try and the migratory masses of the 
Orient, it is not to be hoped that the 
thesis will turn out to be persuasive. 
In order that it may become persua- 
sive, it would be necessary that the 
solution be inspired by a higher inter- 

? For a recent formulation of this thesis, see 
G. Bouthoul, Za population dans le monde, 
Paris: Payot, 1935. 

1 A very strong and able presentation of this 
thesis may be found in the remarkable volume 
by Prof. Radhakamal Mukerjee, Migrant Asia, 


Rome: Comitato Italiano per lo studio dei prob- 
lemi della popolazione, 1936. 
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est, based upon the advantage to the 
progress of humanity which would 
arise from the bigger and better popu- 
lation which the Anglo-Saxon and 
French nations are in a position to 
bring to the large territories which 
they possess, in comparison with the 
other Latin, Slavic, and Oriental 
populations, or based upon the advan- 
tage which would accrue to such prog- 
ress by a better utilization of raw ma- 
terials on the part of the Orientals in 
comparison with present-day utiliza- 
tion by the Westerners. 

Now, in regard to raw materials, the 
thesis would be, to say the least, auda- 
cious, and in regard to population it 
may be said, without more ado, to be 
unfounded. For the calculations of 
the future development of populations 
have shown that the French and the 
Anglo-Saxons, as well as the other 
peoples of Northern and Central Eu- 
rope, have now exhausted their demo- 
graphic impetus, and not only do not 
have the capacity to populate other 
territories, but are on the eve of seeing 
the population of their own country 
diminish if they do not agree to have 
that population adequately renewed 
with foreign blood." 


Tue [INTEGRATIVE SOLUTION 


We pass, therefore, to a considera- 
tion of the integrative solution. This 
was maintained a half-century ago by 
Germany, which claimed precisely its» 
share of colonies for population and 


u For a discussion of the data on this subject, 
see our lectures on “The Cyclical Rise and Fall 
of Populations,” given at the Harris Founda- 
tion, Chicago, 1929, particularly the second lec- 
ture on “The Death of Nations” (Gmi, Nasu, 
Kuczynski, Baker, Population, University of 
Chicago Press, 1929), and the Calcoli sullo svil- 
uppo futuro della popolazione italiana by C. 
Gini and B. de Finetti (“Annali di Statistica” 
of the Central Institute of Statistics of the King- 
dom of Italy, Series VI, Vol. X, Rome, 1931), 
where the results of similar calculations for other 
populations are also summarized. 


economic exploitation, and today 
comes to be maintained in particular 
by Italy and Japan. Naturally, nei- 
ther of these countries claimed nor 
claims to arrive in this way at a com- 
plete solution of the problem by add- 
ing territories which can guarantee 
them all the necessary raw faterials 
and a complete outlet for their super- 
abundant population, but only terri- 
tories which suffice to lessen demo- 
graphic pressure and the deficiency of 
raw matermls, or which constitute at 
least some reserve to which they can 
have recourse in case of necessity. 

The recent sanctionist experience 
has shown how ingenuous is the laissez 
faire thesis which maintains that it is 
indifferent to a nation whether raw 
materials of which its industries have 
need are found in a territory politically 
dependent upon itself or, contrariwise, 
on some other government, on condi- 
tion that its industries have available 
financial means for acquiring these 
materials? In regard to population, 
the contrast drawn between the mass 
of German, Italian, and Japanese emi- 
grants who flocked to foreign countries 
and the sparse contingents which have 
found a place in the respective col- 
onies constitutes an argument more 
specious than realt? A thorough- 
going study of ancient and modern 


£ For this thesis see Penrose, op. cit., and the 
recent pamphlet by Sir Norman Angell, Raw 
Materials, Population Pressure and War, Boston 
and New York: World Peace Foundation, 1936. 
I do not know how Norman Angell may concili- 
ate this thesis with the activity developed by 
himself in favor of sanctions. 

1$ For this argument, see also Angell, op. cit. 
The examples given in it refer to recent colonies, 
like Korea and Formosa, German colonies, 
Eritrea and Libya. The author does not re- 
member the Japanese colonization of Hokkaido, 
the English, Spanish, and Portuguese coloniza- 
tions of their American, Asiatic, and Oriental 
possessions, and in ancient times the coloniza- 
tion activities of Phenician and Greek cities and 
of the Roman Empire. 
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colonization would show, I believe, 
that a long period of preparation has 
first been necessary for “spreading 


_ roots” in order that successful expan- 


sion may follow later. 


NATIONAL SUPERIORITY 


It is searcely necessary to observe 
that the mentioned imtegrative solu- 
tion cannot be a general solution, sus- 
ceptible, sthat is to say, of adoption 
by all the states. It is thus not an 
egalitarian solution. But this does 
not constitute an insurmountable ob- 
jection. It may be replied that, recog- 
nizing the impossibility of assuring a 
satisfactory solution to all nations, it 
is necessary that it be assured at least 
to those nations whose technical prog- 
ress and whose demographic develop- 
ment are in keeping with the interests 
of humanity. Here also one can dis- 
tinguish the possibility of a solution 
only if this is inspired by an interest 
superior to that of individual nations. 

But in opposition to such an aristo- 
cratic thesis arises the doctrine of sot- 
disant laissez-faire, which is today 
agreeable to the Indians and the Chi- 
nese and which is certainly not elimi- 
nated from the heart of many Western 
theorists. According to this doctrine, 
the interests of humanity would be 
better safeguarded, not by assuring a 
privileged position to some supposedly 
superior nations, but by permitting in- 
dividuals of whatsoever nation to en- 
gage in a régime of free competition, 
all over the world, so that victory may 
smile upon the better adapted, and 
therefore superior, elements. 

We have already indicated the dan- 
gerous aspect of such a policy from the 
viewpoint of international coöperation, 
inasmuch as it increases economic in- 
terdependence between nations with- 
out assuring its continuation. But 
even apart from such practical grounds, 
its position is far from invulnerable. 


t 
. 
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Its weak point rests in the fact that . 
with an incomplete criterion it infers 
superiority solely from personal abili- 
ties which give the upper hand to one 
individual as compared with another, 
and which manifest themselves in a 
greater individual productivity and a 
greater economy of consumption. The 
thesis neglects abilities which in the 
struggle for existence benefit individu- 
als as elements of a political unity and 
which manifest themselves in the ad- 
ministrative, economic, political, and 
military organization of the group. 
Such abilities, which basically consist 
of the subordination of the individual 
to the group interest, can be not ad- 
vantageous but prejudicial in individ- 
ual economic competition, while being 
decisive in determining the success of 
one group as against another. From 
them spring the sentiments of disci- 
pline, altruism, devotion to country, 
and heroism; all of which we regard as 
the highest expression of human 
morality. Nor does the mentioned 
thesis take adequate account of other 
talents which, if they can at the outset 
benefit individuals personally, benefit 
national groups in greater measure and 
permanently. Such are the inventive 
and scientific talents which we regard 
as the highest expression of the human 
intellect. 

Such moral and intellectual endow- 
ments, having exclusively or preva- 
dently collective bearing, are the fruits 
partly of innate qualities, and partly 
of millennial education, tradition, and 
selection exercised in peace and even 
more in war. Having preéminent im- 
portance in determining the progress 
of social groups, they secure to the 
components of groups which are en- 
dowed with them, a higher standard of 
living. It is this standard that, in 
economic competition based upon in- 
dividual talents, tends to place the 
components of groups so endowed in 
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conditions of inferiority as compared 
with the members of unendowed 
groups. Hence the statement that in 
the land of emigration it is the inferior 
population which displaces the supe- 
rior; a statement which indubitably 
corresponds to the truth, at least in 
most cases if not always. 

Therefore, one need not accept with- 
out further discussion the thesis of the 
Orientals according to which it is in 
the interest of mankind that the tropi- 
cal and subtropical land, which is in- 
adequately inhabited and cultivated 
by Westerners, be open to them. It is 
better—it can be maintained—that a 
territory serve to nourish even one 
million Westerners rather than ten 
million Orientals if the progress of 
mankind would be favored by this. 
And the progress of mankind will 
be favored by this if the Westerners 
are superior, as the results attained 
up to this point in the struggle 
for existence would seem to indi- 
cate. 


INDIVIDUAL VERSUS NATIONAL 
COMPETITION 


Nor can it be said that such a result 
is the fruit of artificial protection. As 
a matter of fact, speaking of free com- 
petition (and it is well to insist on this 
point), it is necessary to take account 
of all the forms through which it de- 
velops in reality; not only, therefore, of 
individual economic competition, but’ 
also of economic, technical, cultural, 
political, and military competition be- 
tween groups. When the nationalists 
of the Orient and the liberals of the 
Occident demand, with a specious pro- 
gram, freedom of competition among 
the individuals of all nations, in reality 
they (as whoever considers it well will 
see) really demand not freedom, but 
the artificial suppression of one form 
of competition—the competition be- 
tween national groups—in order to 


permit the subsistence only of the 
other form of competition—that be- 
tween individuals. They are not lib- 
erals, but protectionists; and protec- 
tionists of the collectively inferior 
elements against the collectively 
superior elements. 

Less at odds with the exigencies of 
reality and more in harmony with the 
higher interest of mankind may appear 
the thesis that competition between 
nations today goes too far, even 
suppressing individual competition, 
whereas a due proportion between the 
two forms of competition would aid 
the progress of mankind, by permit- 
ting a further development of the su- 
perior nations without sacrificmg the 
others. 

However, the thesis is debatable 
from two points of view. 

In the first instance, it is to be re- 
membered that, given the limitation 
of fruitful territory and of natural re- 
sources, it is impossible, as I have said, 
that all the nations have conditions 
adequate for their own economic and 
demographic development. Conse- 
quently, it is inevitable that some be 
sacrificed; and it corresponds to the 
progress of mankind that those be 
sacrificed who, in the given historical 
moment, are inferior, in order that 
the superior be given opportunity for 
development. Occasionally in West- 
ern countries and often, it is said, in 
the Orient, a well-understood sense of 
solidarity leads brothers and parents 
to sacrifice in order to permit one of 
them who is particularly endowed to 
receive a complete education so that 
he may fully exploit his exceptional 
abilities. In much the same fashion, 
a program truly aiming to further the 
progress of mankind involves the sacri- 
fice of some other populations to one 
or some nations to whom natural 
talents, or even fortuitous circum- 
stances, assign a particular task in a 
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given historical moment. There is no 
doubt that the progress of humanity 
would have been much less rapid if the 
Athenians and the Romans, not to go 
beyond the better known antiquity, 
and then the Arabs and, in the modern 
epoch, the French and the Anglo- 
Saxons had not made secure the free- 
dom of exploiting, for the advantage 
of national industry and arts, the re- 
sources Of territories occupied by 
other populations. It is the progress 
thus attained which has emabled the 
entire world to make use of those 
technical, sanitary, administrative, 
and cultural improvements, the im- 
‘portance and general utility of which 
even the critics of Western civilization 
have not impugned. 

In the second place, it is to be ob- 
served that the economic, technical, 
and cultural ascendance of a nation, 
by accelerating social metabolism, 
hastens, if it does not determine, its 
demographic exhaustion. Hence, it 
would be dangerous, from the stand- 
point of general utility, to burn the 
vitality of all the nations on the altar 
of civilization at one time. On the 
contrary, it is advantageous that they 
be developed socially and exhausted 
demographically one by one, thug 
leaving to the decayed nations ade- 
quate time for reconstituting the ele- 
ments of their own rebirth and thus 
assuring to humanity a perennial re- 
newal of its reserve.1* 

In order to evaluate justly the bear- 
ing of the integrative solution, it is 
necessary to add that the considera- 
tions exposited above certainly justify 
the obstacles which interfere with free 
individual competition for the purpose 
of assuring fullness of development to 
the technical and cultural needs of 


4 For other advantages of these cycles from a 
cosmopolitan viewpoint, see our article “The 
Future of Human Populations,” The American 
Journal of Sociology, Sept. 1930. 


some superior nations, but Justify 
them only in so far as individual com- 
petition would become a hindrance to 
such development. It is necessary to 
agree that often such limits are not 
observed. ‘There is a tendency to ex- 
aggerate protective measures, often 
painting as a defense of higher in- 
terests those which are really only de- 
fenses of individual interest. Forms 
of codperation between superior and 
less evolved populations are therefore 
not to be dismissed. On the contrary, 
such codperation may be advisable 
from various viewpoints, and above 
all in the same interest of superior pop- 
ulations in order that such superiority 
may be exercised with less friction and 
may thus last longer. But, on the 
other hand, one ought to recognize 
that such coöperation will fully cor- 
respond to the general interest only if 
it is not exercised unilaterally; I mean, 
if it is exercised not only by agreeing 
that the populations with superabun- 
dant cheap labor contribute to the ex- 
ploitation of territories dominated by 
collectively superior populations, but 
also by permitting collectively su- 
perior populations to carry to the less 
evolved countries the efficiency of 
their industrial, commercial,and finan- 
cial technique as well as their culture. 


TRANSMISSION OF CIVILIZATION 


It is useful to pause here for a mo- 
‘ment on a fundamental point. The 
integrative solution is not a static one. 
History shows that the torch of prog- 
ress was transmitted from one race 
to another; from the populations of 
Mesopotamia and Egypt to those of 
the Aegean, of Greece, Rome, and 
Byzantium; and from these to the 
Arabs, to the Italian Republics, to 
Spain, Portugal, the Netherlands, 
France, and to the German and Anglo- 
Saxon stocks.5 The possibility is not 

18 The mechanism which renders this trans- 
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excluded that it may be destined to 
pass, in a more or less distant future, 
to the Far East. Certainly, one can- 
not shut one’s eyes to the fact that the 
Anglo-Saxon, German, and French 
stocks, still dominant, have today, 
from the demographic viewpoint, lost 
the capacity for expansion, which, on 
the contrary, is being increased by the 
Oriental populations. Nor can one 
deny that, even from the technical 
standpoint, the progress of these latter 
peoples may in the future be more 
rapid than that of the Westerners, with 
the result of reducing the gap between 
the two civilizations. It is, however, 
just as undeniable that the Orientals 
have a long way to go before they 
reach the technical and cultural level, 
the inventive talents, and (except the 
Japanese) the discipline and national 
solidarity of the Western peoples. 
Reasons are not lacking for thinking 
that if the entire Far East would ac- 
quire a military organization and na- 
tional solidarity like that of Japan, 
without sacrificing the superior in- 
tellectual talents of other populations, 
and if, through an adequate education 
` and selection would acquire, at least 
partly, the traits of initiative and 
inventiveness of the West, conserv- 
ing, besides the natural qualities of 
thrift, adaptation and resistance to 
hard labor, the industry and com- 
mercial honesty with which the Chi- 
nese are particularly endowed, thee 
Far East would become worthy of 
carrying high the torch of civiliza- 
tion. 

At this point it is timely to take into 
account an objection which is lev- 
mission possible is illustrated in our works on 
I fattori demografici dell’ evoluzione delle 
nazioni, 1912 (Rome, Biblioteca del “Metron”) 
and on Le basi scientifiche della politica della 
popolazione, 1931 (Rome, Biblioteca del “Met- 
ron”). One more summary exposition may be 


found in the cited Harris lectures and in the 
article on “The Future of Human Populations.” 


eled against the Western system of 
production. 

Such a system, it is said, destroys 
itself, inasmuch as by raising the 
standard of living of the populations 
which dominate and exploit, it creates, 
on their part, a dangerous competi- 
tion. In reality, the system, which 
is not only that of the dominating pop- 
ulations of today, prepares, in such a 
way, the succession of the gaid dom- 
inating populations, since they cannot 
be eternally dominant. Far from be- 
ing a reason for reproof, such a char- 
acteristic is an indication that, with 
such a system, they truly carry out a 
civilizing mission. 

The real danger is that the dominat- 
ing people decays and falls into ruin 
before having adequately educated its 
successor, provoking a hiatus in the 
progress of humanity analogous to 
that which was found at the fall of the 
Roman Empire. A timely infiltration 
into the dominating populations of the 
present of elements from the lower 
classes of the populations of the future, 
and, vice versa, an infiltration into the 
populations of the future of elements 
from the upper classes of the dominat- 
ing populations of the present, are the 
hest means of preventing such a 
hiatus.” This is another reason for 
dissuading any suppression of such in- 
filtrations. 


Wao SHALL DOMINATE THE 
FUTURE? 


At this point, however, the question 
arises: Is the torch of civilization 


18 Such an objection is presented, for example, 
by Prof. Mukerjee, Migrant Asia, pp. 121, 266, 
and 268. 

“This subject is also treated extensively in 
the above cited works on I fattori demografici 
dell’ evoluzione della nazioni and on Le basi sci- 
entifiche della politica della popolazione. Cf. 
also our Sorbonne lecture on “Les Mouvements 
de population,” published in Revue d Hygiène, 
Nov. 1927. 
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destined to pass directly from the 
Anglo-Saxon, German, and French 
peoples, which are demographically 
exhausted, to the Orientals, who are 
technically, intellectually, and socially 
immature, or rather are there not still 
white stocks which are destined once 
again to*speak their word in history 
and to rise in their turn to the high- 
est position, subsequently to cede 
it to stocks of the more distant fu- 
ture? 

The South American populations of 
Latin language have possibly a great 
future, but this seems too distant to 
make of them the immediate succes- 
sors of present leaders. But the Slavic 
populations on one hand, and the 
Italian and Iberian populations on the 
other, have not exhausted equally with 
the Anglo-Saxons, the Germans, and 
the French, the impetus of demo- 
graphic expansion, and, from multiple 
technical and cultural viewpoints, they 
would certainly seem to occupy a place 
superior to that of the Orientals. It 
would therefore not appear hazardous 
to maintain that the interest of 
humanity today requires that such 
stocks be put in a position to exploit 
their abilities fully. Russia and Por- 
tugal already have at their disposal 
ample territories and abundant nat- 
ural resources which largely suffice for 
their demographic expansion. Fur- 
nished with few or no colonies, the 
Spaniards and the Balkan peoples still 
find in their native land, little pop- 
ulated and rich in raw materials, 
elements adequate for their develop- 
ment. On the contrary, Italy, a coun- 
try with high demographic density 
and deprived of some essential raw 
materials, superior, moreover, to the 
Slavs and Iberians in many technical 
and cultural aspects, justly claims the 
means of exploiting its endowments, 
not only for its own interest but also 
for that of mankind. When these 
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were refused through the egoism of 
others, it found itself compelled to 
conquer them by force. 


ÅCHIEVEMENT Torougs PEACE 
or Force? 


The considerations exposited above 
lead to the conclusion that the con- 
flicts deriving from the international 
distribution of population and raw 
materials can be peacefully resolved 
only when a redistribution is effected 
which takes account of the technical 
and cultural superiority and of the ex- 
pansive force of peoples and becomes 
modified whenever the necessity for 
doing so presents itself. Now it is not 
given to see how that can be practi- 
cally attained in an adequate and 
timely fashion. Left to the initiative 
of single nations, such an adjustment 
would certainly not be attained in a 
pacific way. Intrusted to interna- 
tional societary organs, the solution, 
rather than being facilitated, would 
probably only be retarded and dis- 
putes would become acute. For past 
experience leads us to believe that such 
organisms would tend to preserve the 
status quo rather than to modify it in 
favor of the nations which are develop- 
ing most rapidly, and would thus re- 
tard adjustment, provoking the danger 
of more serious conflicts. Willingly 
or not, one must recognize that, today 
as m the past, there does not seem to 
-be any possibility of an equitable re- 
distribution of population and raw 
materials without the use or at least 
the threat of force. 

It may be observed in this connec- 
tion that the theory here presented 
definitively leads only to a Justifica- 
tion of the crude reality. Certainly, 
T reply, it leads us from theoretical ab- 
stractions and from utopian programs 
to the actual behavior of the facts, and 
from these it goes on to explain—a re- 
sult which truly (it may well be noted) 
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constitutes the aim and the character- 
istic of every theory which is worthy 
of being called scientific. Because, in 
the field of the social as in that of the 
physical sciences, when a theory, al- 
though seemingly well cons-ructed, 
does not correspond to the fasts, one 
can say with assurance that its value 
is fictitious and that, under satisfac- 
tory appearance, it conceals on the 
contrary some essential lacuna which 
makes it defective when compared 
with reality. 

On the other hand, the deeper one 
goes into the study of society, tne more 
one becomes convinced that in this 
field, as in that of biological phenom- 
ena, nature is a better provider than 
superficial observation may lead one 
to suppose. The interest of mankind 
demands that adequate integrations 
of territories be assured to those na- 
tions whose technical and cultural 
progress and whose demographic de- 
velopment are more accentuat2d. On 
the other hand, demographic Cevelop- 
ment and technical and cultural prog- 
ress dre generally connected in the 
evolution of nations. Moreorer, the 
nations who are endowed with the one 
and the other have generally the tend- 
ency and acquire sooner or lster the 
power to annex new territores. In 
the long run, their particular incentive 
for expansion and domination furthers 
the general interest of mankind 
through technical and demozraphic 
progress. Impelled by their ewn in- 
terest, the dominating nations expand 
their commerce, impose their culture, 
and communicate their technique to 
dominated populations or to neighbor- 
ing nations, elevating their standard 
of living, developing their resources, 
both material and intellectual, and 
giving them a new civilization. When 
the day of decadence arrives (because 
examples of nations eternally fiourish- 
ing and of everlasting hegemcny are 
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unknown in history), the seeds of 
civilization which they have developed 
may find new and perhaps higher 
manifestations among the nations as- 
similated, as the Greek and Roman 
civilization was taken over, with 
further and in many ways superior de- 
velopments, by the assimilated bar- 
barians. So the various races and 
peoples may give in turn to the prog- 
ress of mankind the contribution of 
their own genius. 

Certainly his rotation of leadership 
does not always take place gradually 
and peacefully, as is the case with the 
continuous replacement of the older 
generations by the younger ones in the 
ordinary course of events; but often 
by discontinuous and violent proc- 
esses. But if one considers the mat- 
ter carefully, he will perceive that this 
happens essentially because the vari- 
ous peoples and their leaders do‘ not 
recognize the natural processes of 
evolution, and they resist the inevi- 
table developments of those processes 
when these are not in keeping with 
their own vested interests and acquired 
positions. A wider knowledge of self- 
regulating mechanisms in the evolu- 
tion of nations may improve the situa- 
tion more than the utopian programs 
of ‘social reformers and international 
idealists. Not: so many years ago, 
when an individual was ill, the policy 
of the physician was to repress the 
manifestations of the malady in order 
to reéstablish the lost equilibrium. 
Modern physiology has shown the im- 
portance of reéquilibrating processes 
of nature, and concludes that the best 
therapy consists not in resisting but in 
favoring them.1® Sociology clearly 
suggests a similar policy in the 


8 Cf., in this connection, “The Cyclical Rise 
and Fall of Populations,” cit., pp. 30-31; Le basi 
scientifiche della politica della popolazione, op. 
cit., pp. 160-161, 219-220; and Prime linee di 
patologia economica, op. cit., p. 731. 
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solution of international problems. And the contacts between the scholars 
A prerequisite for such a policy is of different countries certainly con- 

the mutual understanding of the needs stitute one of the most effective means 

and aspirations of the various nations. for attaining such understanding. 
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The Relation of the Individual to the State 


By Witu1am E. RAPPARD 


HE revolutions at the end of the 

eighteenth century in Switzerland 
were essentially revolts of the individ- 
ual against the traditional state—ex- 
pressions of his desire to emancipate 
himself from the ties and inhibitions 
which the traditional state had im- 
posed on him. After the reactions of 
the Napoleonic period and of the 
Restoration, the Swiss people indulged 
in further revolutions, or movements 
of popular opinion, which tended not 
only to free the individual from the 
state but to subordinate the state to 
the will of the individual. Thus, after 
the rise of the individualism, which 
one may define as the emancipation of 
the individual from the state, we had 
the rise of democracy, which one may 
define as the subjection of the state to 
the will of the individual. 

In the latter half of the nineteenth 
century and up to the present day, the 
individual, having emancipated him- 
self from the state and having sub- 
jected the state to his will, has further- 
more demanded of the state that it 
serve his material needs. ‘Thereby he 
has complicated the machinery of the 
state to such a degree that he has 
again fallen under subjection to it and 
has been threatened with losing con- 
trol over it. The individual in the 
democratic state today is in the posi- 
tion of a pampered old bachelor who 
has a very faithful cook. He has in- 
trusted to this servant the task of 
looking after him in every respect. 
The cook has dutifully obeyed his 
commands, which he has multiplied 
with an ever increasing tyrannical 
spirit; but the master has thereby 
fallen completely under the ascend- 


ancy of the servant, because she has 
become entirely indispensable-to his 
welfare. 

In my country (and we will see in a 
moment that it is not very different, in 
other countries) the individual has in- 
creasingly demanded of the state serv- 
ices which the state is willing to render. 
Thereby, however, he has been led to 
return to the state an authority over 
himself which it was the main purpose 
of the revolutions in the beginning of 
the nineteenth century to shake and to 
break. 


Tue UNITED STATES 


Now, how is it in other countries? 
Take the United States. I hesitate 
very much, in the City of Philadel- 
phia, to refer to the constitutional de- 
bates of 1787. But no one can possi- 
bly have read either the debates them- 
selves or the famous state papers of 
The Federalist without realizing that 
the Fathers of your Constitution were 
essentially animated by the desire to 
free the individual from the control of 
the state. I believe you went farther 
in that direction than anyone had ever 
gone in the past. And your present 
«Constitution bears the trace of this 
intransigent, almost ruthless, desire of 
the individual to free himself from the 
authority of the state. All your sys- 
tem of checks and balances: the 
President appointing the members of 
the Supreme Court with the approval 
of the majority of the Senate, but 
being himself subject to impeachment; 
being authorized to veto legislation 
which, if contrary to fundamental 
principles of the Constitution, could be 
invalidated by the Supreme Court— 
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all that is the expression of a desire to 
protect the individual against possible 
encroachments on his freedom by the 
state. Idonot think that anyone who 
has seriously studied the origin of the 
Constitution of the United States will 
deny that it is an essentially individu- 
alistic document, inspired by the suspi- 
cion that the state is always, or always 
tends to be, dictatorial. 

In tite course of your evolution, as 
of ours in Switzerland, the individual 
having emancipated himself from the 
state, has more and more desired to 
subjugate the state. Thus after the 
individualism of the eighteenth cen- 
tury, you have come to the democracy 
of the nineteenth. To point to just 
one formula which I have always con- 
sidered as particularly characteristic 
of the conception of the state which 
was current in American minds in the 
latter half of the nineteenth century, 
take Lincoln’s famous phrase of “gov- 
ernment of the people, by the people, 
for the people.” I doubt very much 
whether Alexander Hamilton would 
have adopted that formula as defining 
his ideal of government. You see in 
this difference between the conception 
of the men of the eighteenth century 
and of Lincoln in the latter half of the 
nineteenth, the progression from pure 
individualism to democracy. 

Without treading on very dangerous 
ground, and without being accused of 
meddling with internal affairs of thee 
country of which I have the privilege 
of being a guest, may I say that the 
New Deal is characterized neither by 
its individualism nor by its democracy. 
It is the expression of something very 
similar to the state of affairs in Swit- 
zerland which I have defined as being 
the position of a pampered old bache- 
lor in his relation to his dutiful servant. 
The individual demanding that the 
state provide him with every security 
has thereby jeopardized his possession 
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of that freedom for which his ancestors 
fought and bled. 


GREAT BRITAIN 


Now consider Great Britain. It is 
an old Anglo-Saxon tradition, which 
may be traced back to the Magna 
Charta, that the individual has rights 
even against the state. I think that 
perhaps the main contribution of the 
British race to the freedom of contem- 
porary civilization is that insistence on 
the rights of the individual as opposed 
to the state. That goes back much 
further than the eighteenth century. 
It goes back to that fundamental free- 
dom of the individual. The rights of 
the British subject as against the Brit- 
ish Crown are absolutely fundamental. 
And those have been supplemented in 
the course of the nineteenth century 
by the rights of the British subject 
over, if not the British Crown, at least 
the British Government. The whole 
development of the nineteenth cen- 
tury of parliamentary rule, the gradual 
widening of the basis of the electoral 
rights until the admission of the fair 
sex to the privileges and disadvantages 
of the rights of suffrage—all that has 
been the expression of a desire to sub- 
ordinate the state to the will of the 
individual. 

In Great Britain, also, with the rise 
of individualism and of democracy, 
there has been the same contrary tend- 
ency of the rise of what in French we 
call étatisme—a term that, [am afraid, 
cannot be accurately translated into 
English, state socialism being only an 
approximation. You have witnessed 
that in England, coming not only from 
the Fabyan Socialists of the left but 
also from the Tory Socialists of the 
right. This general policy springs 
from the desire to equip the individual 
with advantages drawn from social 
solidarity, from the exercise of the au- 
thority of the state in the interests of 
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the individual. And that movement 
in Great Britain, as in the United 
States and Switzerland, is characteris- 
tic of the present time. 


FRANCE 


One can tell the story of France in 
similar general terms, although there, 
characteristically, it is a story of ups 
and downs and not, as in England, of 
gradual evolution. The French Rev- 
olution, with its idea of liberty, equal- 
ity, and fraternity, was the protest of 
the individual against the traditional 
state. The individual wished to be 
free—liberty; he wished to do away 
with traditional privileges—equality; 
and he wished to establish between 
himself and his coequal, free fellow 
citizens, a reign of mutual helpfulness 
—fraternity. Well, you know the 
story of the conquests of the French 
Revolution. Those conquests were 
sudden and complete. But like most 
features of political progress that are 
sudden and complete, they were short- 
lived. Napoleon the First, then Louis 
XVIL, then Charles X, reversed the 
processes of the French Revolution 
and sought agam to subordinate the 
individual to the state from which he 
had sought to emancipate himself. 

The revolutions of 1830 in Paris 
were again protests of the individual 
against the arbitrary power of the 
state, and also expressions of the will 
of the individual to dominate the 
state. The long reign of Louis Phil- 
ippe was slow but gradual reaction 
against those tendencies until they 
again burst out in 1848, and were again 
subdued in the second empire of Napo- 
leon TI. They finally prevailed in 
France after 1871. 

Since that time, there has been in 
France, as in Great Britain, the United 
States, and Switzerland, that struggle 
of the mdividual who, having emanci- 
pated himself from the state and then 
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dominated it, is again exposed to sub- 
ordination to the state because he is 
demanding of it so many and such 
varied services that his own freedom 
and his own control are thereby jeop- 
ardized. 


ITALY AND GERMANY © 


If we turn, on the other hand, to the 
two other great powers of Western 
Europe, we will find that their story 
has been quite different. The politi- 
cal unity of France and that of Great 
Britain were achieved long before the 
eighteenth century. The political 
unity of Italy and that of Germany 
were achieved only in the course of the 
nineteenth century. Although the in- 
dividual in the Italian states and mu- 
nicipalities was subordinated to the 
state, as elsewhere in the eighteenth 
century, and although movements for 
the emancipation of the individual 
took place in various parts of the coun- 
try, they did not succeed in achieving 
this emancipation because at the same 
time they were connected with move- 
ments for the establishment of na- 
tional unity. Now the establishment 
of national unity necessarily tends to 
emphasize the power of the state over 
the individual, because it is only when 
the state has emancipated itself, both 
from foreign influence and from in- 
ternal inhibitions, that the individual 
can think of emancipating himself 
from the state. 

Take the career and the doctrine of 
a man like Cavour, in whom one may 
fairly see the founder of modern Italy. 
Cavour was in one way a born liberal, 
a friend of the individual, desirous of 
emancipating him and giving him a 
decisive hand in the direction of the 
state. But Cavour was at the same 
time an Italian patriot, desirous of 
putting Italy on the map among the 
great powers. His attitude toward 
the Crimean War, for instance, was a 
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very clear example of nationalism, 
combating in a liberal mind the 
promptings of individualism, sending 
Italian troops to take part in a war in 
which Italy was not immediately con- 
cerned, in order that Italy might then 
be admitted to the ranks of the great 
powers. This proved to be an emi- 
nently successful nationalistic policy, 
but one which was definitely not favor- 
able to the rise of the individual. 

In Germany we have a similar story. 
The effects of the French Revolution 
in Germany were completely thwarted 
by the fact that France had overrun 
Germany and that the German 
patriot, while he desired to be free, de- 
sired also to have a common Father- 
land. His struggle against the foreign 
invader and for national unity went on 
at the same time as the struggle for the 
recognition of the rights of the individ- 
ual. The whole first half of the nine- 
teenth century is a picture of that 
struggle. In 1848 it seemed as if the 
German individual had succeeded in 
establishing national unity on a demo- 
cratic basis; but that attempt failed. 
Ever ‘since then, in Germany as in 
Italy, the state has again assumed con- 
trol'over the individual to a degree 
which is unknown in England and 
France. 


Tue Tureat OF NATIONALISM 


If we look at the present world scene 
from this background, a great many of 
its characteristics which seem puzzling 
will, I think, be illuminated. No one 
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wil claim that if peace is threatened 
today in Europe it is threatened by 
either Great Britain or France. It is 
obviously threatened by Italy and by 
Germany. J am not saying anything 
that should seem disobliging to any 
representative of either of those two 
countries. Mr. Gini’s speech, for in- 
stance, in so far as I was able to catch 
it, is a clear indication of the fact that 
he considers it right for a great power 
to annex, if need be by force or by 
threat of force, those territories which 
are necessary to render it self-suffi- 
cient. 

He spoke as a consistent, anti-indi- 
vidualistic nationalist. 

Nationalism is a doctrine which 
places the national state above all 
other units in the scale of political 
values. It places the national state 
above the international community, 
whose claim to regulation it resents as 
an imposition, as an unjustified usur- 
pation of power. It places the na- 
tional state above local subdivisions; 
hence the very characteristic central- 
ization of both Italian Fascism and 
German National Socialism. And it 
places the national state above the in- 
dividual; hence the very characteristic 
denial of political freedom to the indi- 
vidual. In Italy as in Germany, that 
is the consequence, I think the un- 
deniable and inevitable consequence, 
welcomed by some and deplored by 
others, of the evolution which I have 
sought to illustrate by these few re- 
marks. 
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Lasswety, Harotp D. Politics: Who Gets 
What, When, How. Pp. ix, 264. New 
York: McGraw-Hill Book Co., 1936. 
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This volume is a restatement of Professor 
Lasswell’s conception of the scope and 
method of political science previously 
elaborated in his World Politics and Per- 
sonal Insecurity. Less obscure and with 
fewer extravagances of expression than the 
previous study, it offers an original, real- 
istic, and comprehensive introduction to 
the study of polities. 

Using the word “influence” in preference 
to the word “power,” the author defines 
politics as “the study of influence and the 
influential.” In many respects the point 
of view is similar to though broader than 
that of Professor Merriam in his treatise 
on Political Power. The focus of attention 
is “those who get the most of what there is 
to get,” irrespective of what it is. Those 
who get the most are élite. The function 
of the political scientist is to discover how 
these “élites” are recruited; what skills, at- 
titudes, and personalities they possess; 
what classes they represent; and what 
methods they employ for obtaining and 
retaining influence. It is not the function 
of the political scientist to evaluate, but to 
state conditions. He may do this for the 
purpose of ascertaining the meaning of 
élite transformations for him personally 
(the contemplative approach), or for the 
purpose of using his knowledge to influence 
the process of social change (the manipu- 
lative approach). 

The first part of the book deals with 
methods used to acquire influence, such as 
the management of symbols, violence, 
goods, and practices. The second half of 
the volume analyzes the consequences of 
the struggle for power for those possessing 
different skills, personalities, and attitudes, 
and belonging to different classes. Pro- 
fessor Lasswell is particularly mterested in 
the fate of the “middle-income-skill-group.” 
In the concluding chapter, after arranging 
and rearranging historical details to show 


how this class has been and probably will 
be affected by the Jatest World Revolution, 
the Russian, he offers specific suggestions 
for strengthening this group’s conspetitive 
position. The book on the whole evidences 
a fertile imagination and an encyclopedic 
mind. It is a fascinating gem of political 
analysis. 

Although the primary purpose of the 
study is to sét forth a system of political 
analysis, the author does not hesitate to 
give the benefit of his own reflections. Of 
those possessing various skills—the crafts- 
man, the farmer, the engineer, the physi- 
cian, the scientist—modern conditions un- 
doubtedly favor the rise to ascendancy of 
specialists in the management of men rather 
than the management of things. “The in- 
securities of the world of the twentieth 
century, manifested in world war and rev- 
olution, have fostered the chances of the 
man of skill in propaganda” (p. 153). So 
far as different types of personalities are 
concerned, the “conditions of perpetual 
crises” which characterize the present 
world “favor the seizure of power by the 
agitator and the retention of power by the 
man of ruthless violence” (p. 206). And 
in the realm of attitude struggles, “every- 
where the activism, militancy, and paro- 
chtalism of Western civilization combine 
to overwhelm all whose attitudes stand 
opposed” (p. 230). 

Professor Lasswell’s principal contribu- 
tion is his forceful attack upon the Marxian 
glorification of the class struggle as the 
key to an understanding of human history 
and social change. He does not deny that 
the class struggle is important. In fact, 
one of his most penetrating chapters is that 
which deals with the effect of élite trans- 
formations upon classes. In this connec- 
tion he states: “Perhaps the distinguishing 
and unifying political movement of our 
times is the emergence of the lesser-income 
skill groups to hegemony in a world where 
the partial diffusion, partial restriction of 
the world-revolutionary pattern of 1917 is 
taking place atop the world created by the 
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revolution of 1789.” Nevertheless he em- 
phasizes that class struggle is only one 
phase of the struggle for power—that 
equally meaningful interpretations may be 
obtained by focusing attention upon skill, 
personality, and attitude struggles. 

So far as the class struggle itself is con- 
cerned,.Professor Lasswell is definitely on 
the side of the “middle-income-skill- 
groups.” Instead of the symbolic battle 
cry “Workers of the World Unite,” we are 
now called upon to enlist under the stand- 
ard “Middle-Income-Skill-Workers of the 
World Unite.” Whether thi® call will stem 
the tide of Marxian, proletarian symbols 
which have been diffused so rapidly since 
1917, only time will tell. 

Harwoop L. Carips 

Princeton University 


Watson, James E. As I Knew Them. 
Pp. 330, New York: Bobbs-Merrill Co., 
1936. $3.50. 


This volume has one outstanding merit 
—its refreshing frankness. There is no 
effort to camouflage the author’s views or 
his activities. How frank he can be is 
perhaps best illustrated by a story he tells 
of John Sharp Williams, Democratic 
Senator from Mississippi, who for years 
had been paired with Boies Penrose, Re- 
publican Senator from Pennsylvania. 
When Penrose died, Williams went to Wat- 
son and said: “Jim, Penrose is dead, my 
pair is gone, and I’ve got to have another 
one. I don’t want any confounded mug- 
wump for my pair. I want just as much 
of a reactionary as I can find. I want a 
man who for thirty years by neither direc- 
tion nor indirection has ever been right on, 
any public question, and by golly, you’re 
my man.” 

This outspoken frankness gives the book 
a value that more formal and more dignified 
memoirs would not possess. To put it in 
another way, Senator Watson gives us a 
picture of what he was during a long career 
in the House and the Senate, and not a 
fancy picture dressed up to fool posterity. 
For that reason it will have value for the 
political scientist as illustrating what a 
“Stalwart Republican” was in the halcyon 
days of the party. 

It may also be said to the credit of the 


Tre ANNALS OF THE AMERICAN ACADEMY 


author that he has embodied or embalmed 
a great mass of anecdote illustrative of the 
age and revealing his views of public af- 
fairs. This may not be an outstanding 
merit, but it adds vastly to the interest 
of his story. 

Watson’s name is not connected with 
any important legislation except as it was 
party legislation. He was a whip in the 
House and a floor leader in the Senate, and 
that means that he was a follower and not 
a leader in any true sense of the word. 
The party decided, and it was his duty to 
put its decision into force and effect, and 
this he did most efficiently, for he was a 
master politician with few or no convic- 
tions to stand in his way. 

Senator Watson’s views of the several 
Presidents under whom he served are 
highly illuminating, disclosing his political 
philosophy, if one may call it such. He 
was not of the same intellectual mold as 
his great friend Penrose, who was a 
thoughtful student of public affairs, with 
opinions based on wide reading and deep 
thinking. Watson placed party loyalty 
above all else, and the events he recalls 
and the anecdotes he relates all serve to 
illustrate why he believed this to be the 
one and only course. 

As a member of the inner coterie of the 
1920 National Republican Convention, 
Senator Watson tells the story of Harding’s 
nomination, about which so much legend 
has clustered. He also relates Coolidge’s 
rea] attitude toward a possible nomination 
in 1928, when he did not “choose” to run; 
and how the nomination of Hoover at the 
Kansas City Convention was brought 
about. The account of the League of Na- 
tions debate in the Senate reveals much of 
the inside work, never before published, 
that accomplished the defeat of the treaty. 

All in all, Senator Watson was a kindly 
man with a gift for friendship. There 
were no party politics in his personal re- 
lationships. Republican, Democrat, In- 
dependent, alike were the recipients of his 
kindly interest and attention. As whip 
and floor leader, Watson knew everybody 
of importance in Washington. ‘That was 
part of his job—an exciting, thrill-packed 
job of determining and shaping measures, 
and of lining up and keeping in line his 
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sometimes balky colleagues with “persua- 
sion, conviction, cajolery, pressure and 
shrewd and winning tactics.” We have no 
mention of force in these reminiscences, 
because cordiality and kindliness were of 
the very essence of his being. 

These memoirs may never be called 
great, but they can be called highly in- 
teresting and a human document. 

CLINTON Rocers WOODRUFF 

Philadelphia 


Jounson, Craupius O. Borah of Idaho. 
Pp. xii, 511. New York: Longmans, 
Green and Co., 1936. $3.00. 


While it is hazardous to write a biography 
of a person who is still an important figure 
in public life, the risk was well worth taking 
in this case. Johnson was fortunate in 
getting access to the private papers of the 
Senator, which included reports on impor- 
tant conversations which were dictated the 
day after the conferences were held. In 
addition, Borah was consulted about many 
questions. 

Johnson takes a sympathetic attitude to- 
ward his subject and attempts to explain 
Borah’s relation to various issues and per- 
sonalities. The arrangement of the book 
is partly chronological and partly topical 
with national issues as the main topics. 
While some of Borah’s peculiar attitudes 
are explained in terms of his nationalism, 
patriotism, legalistic training and small 
town background, Johnson admits that 
there is not rational basis for reconciling 
some of the contradictory positions taken 
by the Senator. Borah, the anti-imperial- 
ist, defends the way in which the Panama 
canal was obtained and during the Wilson 
administration calls for vigorous action in 
Mexico. Borah, the lover of peace, favors 
the Japanese exclusion bill and rejects the 
World Court. 

According to Johnson, Borah was always 
an independent in politics who scorned the 
use of party machine methods and relied 
upon his forensic abilities and his contacts 
with the press. At the time that Borah 
got his start in politics in Idaho, he did 
not need an elaborate political organization 
to win elections. The population of the 
state was so small that it could almost be 
covered in a personal fashion. As Senator, 
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Borah did not neglect the economie inter- 
ests of his constituents. His support of 
reclamation projects won the farmers, the 
most numerous of his constituents, and his 
inflationary policies won the gold and silver 
mining interests. Borah came from a state 
where the crude political methods used in 
our great metropolitan centerg were not 
necessary. 

The author, however, is so engrossed in 
explaining Borah that he omits some of the 
main parts of the background. Borah’s 
career is an excellent illustration of the 
strength of the individualistic ideology in 
American life. Where can we get a better 
example of the common American belief 
that success can be achieved by individual 
effort? Johnson tacitly admits his own 
faith in this view when he says, “Had Mr. 
Taft nominated Senator Borah for a place 
on the Bench in 1911, and had the Senator 
accepted, the history of this country might 
have been quite different, following 1918, 
from what it has been.” Borah is also the 
product of the religious and legalistic sym- 
bolism that is so important in American 
thinkmg. As a symbol specialist, prob- 
ably unconscious of his rôle, Borah placed 
great reliance upon the magical powers of 
words. “Prohibition” could be enforced, 
war could be “outlawed,” trusts could be 
“busted,” “foreign entanglements” could be 
avoided. 

Johnson has not employed in this book 

the technical approach which he used in his 
Carter Henry Harrison I. Perhaps the 
materials for a thorough psychological in- 
terpretation of Borah’s behavior are not 
available. 

No student of contemporary American 
politics can afford to miss this book. 
Borah had something in common with 
Bryan, Theodore Roosevelt, Lodge, Hearst 
and Hoover. His life gives a cross section 
of the American scene. 

Haroip F. GOSNELL 

University of Chicago 


CARLSON, OLIVER, and ERNEST SUTHERLAND 
Bares. Hearst: Lord of San Simeon. 
Pp. xv, 332. New York: The Viking 
Press, 1986. $3.00. 


That Wiliam Randolph Hearst bulks 
large in the American eye has been evi- 
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denced in more than one way in the past, 
and is corroborated by the fact that three 
biographies of him appear at one and the 
same time. One is called, and properly so, 
an authorized one. The other two are 
properly described as “unauthorized.” Of 
these, one is a scathing indictment, al- 
though it gontains many facts. The other, 
the one under review, is as near a research 
study as it is possible to make while the 
subject is at such close range. It can 
hardly be described, however, as nonparti- 
san in its comments or interpretations. At 
times the facts are such that éhe authors 
have apparent difficulty in not framing an 
indictment, and it is easy to understand 
the temptation, for Hearst’s career may 
properly be called extraordinary. It is ex- 
traordinary in its defiance of principles and 
morals, not to mention tradition, which m 
some instances might be regarded as 
praiseworthy. 

As the creator of modern yellow jour- 
nalism, Hearst has misled, not to say de- 
bauched, the American press. As Senator 
Norris, of Nebraska, in his comments on 
the Mexican forgeries, declared in an open 
letter to Hearst himself, “The record ... 
demonstrates that the Hearst system of 
newspapers, spreading like a venomous 
web to all parts of our country, constitutes 
the sewer system of American journalism.” 
With considerable well-documented detail, 
the development of this system is told with 


as much dispassionate reserve as the facts, 


will permit. It is neither a pretty nor a 
creditable story. 

Hearst’s conduct in the Spanish-Amer- 
jean and the late war, and his sundry 
efforts to involve his country (to which he 
has given so much lip service) in war with 
countries like Japan, our neighbor Mexico, 
and Great Britain which he apparently 
hates with a deadly hatred, are described 
in sufficient fulness to give a clear idea of 
what a menace, or peril, as he was more 
frequently called, he has been. It speaks 
well for the country that it has not been 
more frequently misled. 

Hearst’s varied and variegated political 
activities are described in excellent per- 
spective. His two efforts to be elected 
mayor of New York City, his campaign for 
the governorship of New York State, and 


his two attempts at the Presidency, not 
to mention minor political activities and 
his support of and opposition to sundry 
candidacies, make an interesting, if not an 
inspiring, story. A veritable Monte Cristo 
in his lavish use of money and his disregard 
of individual or community rights and the 
ruthlessness, not to say mendacity, of his 
methods, he has failed in all his major and 
most of his minor political undertakings, 
he has failed in his immediate ends, and he 
has failed to impress the American public 
with his sincerity or his public spirit. In 
fact, if it had not been for his enormous 
wealth, by means of which it was possible 
to gratify his imstinctive defensive sub- 
stitution of new interests when the old ones 
failed, he could not have survived a series 
of defeats that would have crushed anyone 
of lesser means. 

One of the most fascinating chapters of 
this book is the one entitled “The Hearst 
Business Empire,” in which are described 
the sundry and very numerous items of his 
wealth, which place him near the top of the 
list of American men of truly great wealth. 
As our authors say, “as an armed capitalist, 
able to do battle with all the weapons of 
propaganda in defense of himself and his 
class, Hearst is inferior to no one in the 
world.” 

The concluding words of this striking if 
not definitive life disclose the general atti- 
tude of Messrs. Carlson and Bates: “Un- 
knowingly, all his life he has worked on 
behalf of death—-the death of personal in- 
tegrity, the death of honest journalism, the 
death of honest patriotism—and now ulti- 
mately death willtakeitsown. The mean- 
est victim of his pen who then treads the 
earth will be more powerful than William 
Randolph Hearst. Therefore, and again 
therefore, ‘Never dare to mention death 
in his presence.’ ” 

Cuinton Rocers WoopruFF 

Philadelphia 


Morr, D. Erxssxine. Machiavelli and His 
Times. Pp. xvii, 262. New York: E.P. 
Dutton and Co., 1936. $3.00. 

The Machiavelli who emerges from Miss 
Muir’s painstaking analysis is a product of 
his milieu and his moment, who rises above 
it in the nobility of his patriotism. Her 
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statement of the case for such a Machiavelli 
makes interesting reading and profits by the 
breadth of her knowledge of the history of 
the Italy of his time, but the novelty of her 
portrait should not be over-stressed. Per- 
haps the Elizabethan stereotype of the 
Florentine public servant will always need 
renewed eradication from the mind of the 
great public, but certainly students have 
learned to treat this first of modern think- 
ers with more justice. 

A close consideration of Machiavelli’s 
life reveals him to have been “a steady, 
honorable civil servant of Florence” and 
acquaintance with his times shows how 
naturally his political theories grew out of 
the life he saw about him, the Republic he 
saw fall in ruins, the land he loved over-run 
by invaders for want of power to sustain 
and defend itself. His life knew the in- 
spiration of at least one ideal, patriotism, 
but his theoretical work is rigorously con- 
fined to the field of the actual and the pos- 
sible. He had learned from acting as a 
public servant under Savonarola’s constitu- 
tion that no reform is likely to be perma- 
nent that does not have power behind it. 
Such power he perceived in the meteoric 
career of Cesare Borgia, whose military and 
administrative successes led Machiavelli to 
believe that such methods as the Duke used 
might be the salvation of a state. Given 
the base and selfish nature of mankind, no 
other type of government has much chance 
of success. 

It was a broken man, out of office, dis- 
appointed by the failure of every institu- 
tion he had believed in, who in retirement 
turned to fashion a guide for those who 
would capture and retain sovereignty. 
The words Dictator or State may be sub- 
stituted for “Prince” in revising this hand- 
book for contemporary use; when such a 
substitution is made, it will be apparent 
that there is good reason for the perennial 
interest in Machiavelli and a striking 
parallel between the problem for which he 
sought a solution, and some that puzzle us 
today. When he had finished his manual, 
he had at least summarized the way men 
have behaved about power and the way 
they have justified their behavior as no one 
else has ever done. His justification may 
be most acceptable to modern minds in the 
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form: the State is so necessary a good for 
men, that if it can be maintained only by 
force and fraud, then fraud and force must 
be employed. A strictly contemporary 
treatment of the same subject would have 
more subtle and polite techniques to ex- 
pound. Who dares do it with Machia- 
velli’s realism? 

The carefully balanced judgment, excel- 
lent style and comprehensive scope of Miss 
Muir’s study make it the most useful book 
on Machiavelli for the general reader. 
Whether the enthusiasm of the general 
reader for guch qualities is sufficient to keep 
it long from the remainder shelf is another 
question. 

W. Rex Crawrorp 

University of Pennsylvania 


Wernsrem, Harom R. Jean Jaurès: A 
Study of Patriotism in the French So- 
cialist Movement. Pp. 200. New York: 
Columbia University Press, 1986. $2.25. 


Jean Jaurés (1859-1914) was an out- 
standing leader in the prewar struggle in 
France between the Marxian Socialists 
and the Reformist Socialists, who combined 
allegiance to French Republican tradition 
with lip service to the class struggle. He 
contributed much, as the leading force 
among the Reformists, to the development 
of that patriotism which turned the 
French worker away from allegiance to the 
international proletariat and towards the 


, German frontier in August, 1914. 


When Jaurés entered the socialist move- 
ment in 1893, the process by which patriot- 
ism and socialism eventually became 
linked was well advanced. His influence 
gave a great impetus to this interesting 
combination. By background a Jacobin, 
he was first a loyal Republican, later a So- 
cialist, He had grown up, along with 
Millerand, Briand, and Viviani, in the 
great tradition of republican democracy of 
the French Revolution. A deputy from 
the highly industrialized department of the 
Tarn, he believed that labor’s salvation lay 
in a strong, prosperous, yet highly na- 
tionalized, state. To him the Republic 
meant more than political liberty—it was 
also an instrument of social welfare. 

Jaurés came by his Socialism gradually. 
As he lost confidence in the mere reform of 
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capitalism, he was led to a program of 
complete socialization. Unsatisfied with 
the liberalism of the left-wing Jacobins on 
the one hand and the Marxists’ extreme 
view of clan struggle and violent revolution 
on the other, he conceived of the socialist 
movement as the logical continuation of 
the democratic movement of the French 
Republie™ “. . . It would be based on a 
united Third Estate, embracing small pro- 
ducers and shopkeepers as well as peasants 
and proletarians; and it would overthrow 
capitalism by using the same democratic 
government that the French, Revolution 
had used to overthrow feudalism. Social- 
ism, he said, would result ‘not from the 
violent and exclusive agitation of a social 
fraction, but from a kind of national move- 
ment’” (p. 54). ; 

How Jaurés came to adhere to this bran 
of socialism, how he attempted to recon- 
cile socialism and patriotism in the face of 
the Marxists’ opposition, how he and his 
Reformist allies dealt with their problem 
of resistance to syndicalism and anti-patri- 
otic doctrines in the few years immediately 
following the formation of the unified So- 
cialist Party in 1905 and preceding the 
World War—all this is interestingly and 
authoritatively recounted in Mr. Wein- 
stein’s compact and attractive book. The 
study also shows clearly how Jaurés’ dual 
policy of insurrection against an aggressive 
government and allegiance to France if at- 
tacked, was applied to the specific prob- 
lems of twentieth-century European rela? 
tions. In the fateful days of July, 1914, 
Jaurès first fought for peace. Then, con- 
vinced of Germany’s guilt, he bound his 
Socialist followers to the bourgeoisie in the 
name of liberty, the Republic, and la patrie. 
He was assassinated by a neurotic Nation- 
alist on July 31, 1914. 

This book is a fine example of that well- 
documented yet flowing type of biography 
by which history is bestand most pleasantly 
portrayed. 

Hersert E. DOUGALL 

Northwestern University 


Beru, H. C. Lord Palmerston. 2 vols. 
New York: Longmans, Green & Co., 
1986. $12.50. 

It is easy to understand the desire of a 
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scholar and artist like Professor Bell to 
write a biography of Lord Palmerston. 
The task was a difficult one, however. It 
would not have been enough to gather 
historical documents, hidden mostly in 
hardly accessible archives or in private cor- 
respondence; nor would a picture of the 
period, a character study of the leading 
personalities, and the development of pub- 
lic affairs in England and on the Con- 
tinent have sufficed. The man who would 
write Palmerston’s biography must achieve 
a synthesis of all the events of the long 
life of that outstanding English statesman, 
filled with never-ending activity and in 
touch with all important events at home 
and many important affairs abroad. 

Professor Bell has accomplished the task 
successfully and produced a model biog- 
raphy. It is a well-documented work, 
because he has studied nearly all accessible 
documents. Itisascholarly work, because 
the sources are analyzed in such a way as 
to show the relations between events and 
personalities. It is an artistic work, 
written in an attractive style and with a 
sure sense for details and for the main 
evolutionary lines. In Professor Bell’s 
pages Palmerston lives. Those interested 
in the field of political leadership will find 
in this excellent biography a valuable and 
illustrative contribution. 

ANTONIN Oprpiik 
Brno, Czechoslovakia 


Corwin, Epwarp S. The Commerce 
Power versus States’ Rights. Pp. xiv, 
276. Princeton: Princeton University 
Press, 1936. $2.50. 


An earnest student of the Constitution 
must certainly be grieved when. he tastes 
the watery mixtures being ladled out as 
constitutional history in some quarters. 
In reading the briefs of eminent counsel at- 
tacking recent Federal legislation, you 
would think that the founding Fathers 
were harried by an obsession against a 
national government of sovereign powers, 
and came together solely to clear the way, 
like unfailing seers, for States-Rightism 
and Chief Justice White’s “dual federal- 
ism” and “sacred cause.” Consider, too, 
Governor Landon’s dictum that “the Con- 
stitution was not framed to give us any- 
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thing, but to protect inherent rights we 
already possessed.” 

Recently there have appeared, as if by 
concert, three books dedicated to the de- 
struction of this spurious “law-office con- 
stitutional history”: Irving Brant’s Storm 
Over the Constitution, Fred Rodell’s Fifty- 
Five Men, and Henry A. Wallace’s Whose 
Constitution? Within the circumference 
of these general works falls Professor Cor- 
win’s new book, a “specific” study wherein 
he traces the war of attrition waged by the 
Supreme Court against the interstate com- 
merce power. 

Corwin’s case reduces to this: In 1789 
Congress’s power over interstate commerce 
was deemed coextensive with its power 
over foreign commerce—which is to say 
that its power over interstate commerce 
was considered plenary and included the 
power to suppress such commerce for what 
it considered the national good, and its dis- 
cretion on that score was not, therefore, 
subject to judicial review. In short, the 
power was thought to be, and most natu- 
rally so, coextensive with the literal terms 
of the grant. In 1824 John Marshall, in 
Gibbons v. Ogden, gave judicial sanction to 
this view, and for about seventy-five years 
judicial interpretation did not impair this 
thesis, though there was a persistent trickle 
of dicta to the contrary beginning as far 
back as 1837. In the Sugar Trust Case of 
1895 the Court adumbrated much of its 
present doctrine, and in the first Child 
Labor Case of 1918 (Hammer v. Dagen- 
hart) a majority of the Court called an 
abrupt halt and began earnestly to sandbag 
the commerce power into somnolence. 
Since then the Court has gone further in 
the direction of the Dagenhart Case, and 
the commerce power is passing from som- 
nolence into coma. 

The decision in the Dagenhart Case and 
its judicial cousins rests, says Corwin, on 
certain doctrinal—not precedential—an- 
tecedents, which may be patterned out in 
the form of six propositions (really four, 
since two are variants of two others). 
Stated skeletally, these propositions are 
that the power to regulate interstate com- 
merce does not comprise the power to pro- 
hibit it, is of less scope than the foreign 
commerce power, is not available to Con- 
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gress to promote the general welfare, and 
is curtailed by the Tenth Amendment, that 
production is not commerce and is reserved 
to the states and so is outside the sphere 
of the commerce power, and that the Court 
may inquire into the Congressional pur- 
pose of legislation which trespasses upon 
the ordinary domain of the states. This 
book is devoted to tracing the gfowth of 
these propositions and the manner in which 
they found their way to the Court’s door- 
step and hearth. This the author does 
“mainly by means of quotation from judi- 
cial opinions, arguments of counsel, and 
authoritative writers, . . . interlarding the 
material given with relevant comments” 
(p. 19). 

These propositions are the crevices 
through which national power has been 
sifting away. And thus it is that the Con- 
stitution has changed, as Mr. Brant tersely 
phrases it, from one of “implied powers 
under the express powers” to one of “im- 
plied limitations upon the express powers.” 
What is more serious is that the Court has 
created an immaculate no man’s land on 
which neither Federal nor state legislation 
may impinge. The commerce power and 
the supremacy clause are invoked to strike | 
down. undesired state legislation, and the 
Tenth Amendment is invoked to strike 
down undesired national legislation en- 
acted under the commerce power. To use 
Corwin’s figure, the Court has two horses 
ready saddled and bridled, and chooses the 
ofe or the other depending upon the direc- 
tion in which it wishes to ride (p. 167). 
The main reasons for this situation may be 
found in the Court’s “liking for power” and 
in the laissez faire ideology which has held 
the Court in fee simple for the last five 
decades (see p. 38 $., p. 151 f., et passim). 

The chore performed by this book is a 
necessary one, and the volume does it well. 
And if space permitted we might show that 
the author has given lucid expression to 
issues and points which have escaped the 
focal attention of even the expert. The 
book, in addition to being a brief history of 
the interstate commerce powers, affords a 
fine study of judicial review as an institu- 
tion of popular government. The story it 
tells is, of course, one of aggrandizement 
and of the alchemy whereby “the Court 
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has transferred to itself a generous slice of 
Congress's discretion in the exercise of the 
national legislative power” (p. xi). 

The question remains—What is the 
remedy for this situation, assuming that 
we want a remedy? The talk of amend- 
ment, editorially and politically debauched, 
meets one at every threshold, and the cream 
of the jést is that so many should gaze upon 
it as a new thing under the sun. But the 
remedy, says Corwin, is not amendment, 
for after all, the amendment will itself be 
subject to judicial review, and the Court 
has an armory of “lethal wegpons” against 
legislation which it deems undesirable (p. 
262 et seq.). In this he is buttressed by 
the distinguished authority of Assistant 
Attorney-General Dickinson, to whom the 
book is dedicated, and whose argument be- 
fore the Court in the Guffey Coal Case will 
live in the reviewer’s mind as one of his 
great intellectual experiences. The rem- 
edy, then, lies with the Court itself, and 
“we must still trust the Court, as we have 
so largely done in the past, to correct its 
own errors” (p. 265). 

And in this light we can vividly under- 
stand the motto of this work: “Back to the 
Constitution”——the Constitution, that is to 
say, of 1789 and of the founding Fathers 
and of John Marshall, not the Constitution 
of the foster fathers, certain eminent 
lawyers who in the last four decades have 
enmeshed it in a “network of juridical 
niceties” (p. 1x). 

Bernard F. Catraupd 

University of Pennsylvania 


Brant, Irvine. Storm over the Constitu- 
tion, Pp. xvi, 294. New York: Bobbs- 
Merrill Co., 1936. $2.00. 


Storm Over the Constitution, by Irving 
Brant, is an excellent presentation of the 
New Deal attitude towards the Constitu- 
tion of the United States. The principal 
aims of economie democracy are “the effort 
to attain a balanced production and more 
equitable distribution of the things which 
people really need and want, the attempt 
to conserve natural resources, the demand 
that all groups, irrespective of selfish im- 
terest, shall join in promoting the general 
welfare.” It is Brant’s thesis that “these 
objectives may be attained under the Con- 
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stitution as it stands, by adherence to, not 
deviation from, the principles of the 
founders.” 

In a very well written exposition, Brant 
makes his substantiating argument by 
analyzing not only the Constitution but 
also its history and the spirit of the 
founders. He draws parallels between the 
situations confronting them and us, and 
criticizes, on the strength of these, those who 
would tie the hands of the National Gov- 
ernment. He takes the Supreme Court to 
task for shifting “from a Censtitution of 
implied powers under the express powers to 
a Constitution of zmplied limitations upon 
the express powers” (p. 129). 

Brant insists that the power for the 
New Deal lies in the Constitution. If 
Congress could use the powers it has under 
the right to tax, to control commerce, and 
to make treaties, and under the general 
welfare clause, it could create monopolies 
and even a socialized state. Democracy 
has turned to the “New Federalism” in its 
attempt to fight the national financial 
oligarchy, and “the use of centralized 
democratic power to break down central- 
ized financial power is the only possible 
answer of the American people to their 
feudal masters” (p. 207). | 

The book is interestingly written and is 
a good reflection of the attitude of the 
“New Dealers” toward the Constitution. 
It has a foreword by the Secretary of 
Agriculture, Henry A. Wallace. 

Hymen Ezra COBEN 

University of Chicago 


SELSAM, J. PAuL. The Pennsylvania Con- 
stitution of 1776. Pp. x, 280. Phila- 
delphia: University of Pennsylvania 
Press, 1936. $2.50. i 


The evolution of a settlement from 
provincial or proprietary government to 
colonial government forms a most inter- 
esting study, and Dr. Selsam has given us 
in his doctoral thesis a really helpful con- 
tribution in this field. It is much more 
interesting than the average because he 
has given us an illuminating background 
against which he details succinctly a situa- 
tion in which there was a great conflict of 
interest. As he points out, no colony suf- 
fered more from internal strife than the 
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proprietary province of Pennsylvania 
founded by the peaceful William Penn and 
his co-religionists, the Quakers. While the 
attempt to form a new constitution was 
apparently a part of the general movement 
to throw off the British yoke, it was far 
more than that. “It was the outgrowth,” 
he shows, “of years of suffering and smoul- 
dering antagonism, the culmination of class 
rivalry and sectional strife; the develop- 
ment of the spirit of democracy.” All of 
this he brings oui clearly after a first-hand 
study of the colonial press, its newspapers 
and controversial pamphlets and the manu- 
script letters of the actors in the “drama of 
democracy.” Many of these are printed 
for the first time. 

A conference called in Philadelphia in 
June, 1776, whose action was “purely revo- 
lutionary” and which was saved from the 
contumely usually bestowed on such bodies 
only by the high character of some of its 
members, resulted in a convention which 
was authorized to draft a constitution for 
the province and proceeded to do so. 

This unauthorized conference took also 
a distinct stand for independence and actu- 
ally carried on the affairs of the province. 
The constitution which its convention had 
drafted was proclaimed by it, on the au- 
thority of the people, the fundamental law 
of the province, because, as one member 
naively remarked, “the general opinion of 
the people in approbation of it was then 
known.” 

Dr. Selsam has given us a contribution 
of deep interest not only to Pennsylvania, 
but to students of constitutional law and 
political science. 

CLINTON Rocers WOODRUFF 

Philadelphia 


Mirispauen, ARTHUR C. Local Democ- 
racy and Crime Control. Pp. ix, 259. 
Washington: The Brookings Institution, 
1936. $2.00. 


The title of this book is misleading since 
not more than a fifth of it deals specifically 
with the problems of crime control. 
“Crime control” is used rather as a peg 
upon which to hang a systematic discussion 
of a recurring problem in political science 
which today has assumed a critical impor- 
tance—namely, the reconciliation of the 


, their management to the state. 


207 


demands of local self-government in small 
areas and the requirements of sound ad- 
ministration which apparently involve the 
use of large districts. This “baffling dis- 
harmony,” as A. D. Lindsay describes it, 
is no greater in the case of crime control 
than in many other fields of administration 
and it would be unfortunate if the ipclusion 
of the term in the title should cause stu- 
dents to miss the author’s admirable dis- 
cussion of the wider issues. 

The devices commonly urged today for 
reconciling “democracy” and “efficiency” 
—regional readjustment, internal reorgani- 
zation, and functional reallocation—are 
discussed after an examination of the 
dogma of local self-government and the 
optimum local unit. The former of these 
has seldom been subjected to any critical 
analysis and there is good reason to believe 
that we know very little about the values 
commonly associated with “home rule” and 
still less about the relationship, if any, be- 
tween “democracy” and any particular ter- 
ritorial unit. If the optimum local unit is 
discussed in terms of the community, the 
self-financing unit, the service unit and the 
area of convenience, it is clear that most of 
our counties today are too small in area, in 
population, and in taxable resources to sup- 
port a modern program of administrative 
services. 

Of possible remedies, Mr. Millspaugh re- 
gards functional reallocation as the only 
oye offering any hope of real improvement. 
Crime control, education, health, relief and 
welfare, highways, and assessment have all 
ceased to be merely local in their implica- 
tions and the time has come to transfer 
As to 
county consolidation, it is clear that it is 
not even theoretically applicable to more 
than one-fourth of the counties of the 
United States and even if it were accom- 
plished there would still be a fatal division 
of responsibility as to functions now clearly 
of state-wide interest. As to internal re- 
forms, such as the county manager and 
county executive plans, it is clear that most 
rural counties even now could not keep a 
real manager busy and that if functions 
are transferred there would be little left to 
manage. “Functional reallocation seems 
to be theoretically sound, generally ap- 
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plicable, relatively simple, and in accord 
with long-standing trends. . . . It resolves 
the contradiction between the county as a 
unit of self-government and the county as 
an administrative district. It should pro- 
mote efficiency and economy.” The book 
is a most stimulating and suggestive study 
of the~outstanding present issues in local 
government. 
Lane W. Lancaster 
University of Nebraska 


Martin, Epwarp M. The Rôle of the Bar 
in Electing the Bench in Chicago. Pp. 
xxi, 885. Chicago: University of Chi- 
cago Press, 1936. $5.00. 

Without doubt, the greatest single means 
of improving the administration of justice 
lies in devising methods for obtaining a 
higher degree of competence and integrity 
in the bench. Under the guidance of an 
able, courageous and conscientious judge 
defects in judicial procedure are in large 
part overcome, unethical practices are re- 
duced to a minimum and delays in adminis- 
tration are largely eliminated. An incom- 
petent or faithless judge, on the other hand, 
lends encouragement to all types of venal- 
ity, brings the legal profession into dis- 
repute and subjects judicial administration 
to public contempt. 

The subject of judicial personnel has been 
much neglected. It appears to be receiving 
some attention from the bar in various sec- 
tions of the country at the present time, 
and it is to be hoped that the interest will 
grow. This book is an outstanding con- 
tribution to the subject and should provide 
a stimulus to efforts designed to improve 
the quality of our judges. It is one of the 
excellent series of studies of local govern- 
ment m Chicago. 

The subjects discussed include the his- 
tory of the attempts of the Chicago Bar to 
influence judicial selections; a study of the 
operation of the Bar primaries; an evalua- 
tion of the recommendations of candidates 
made by the Bar as respects their reliability, 
impartiality and representative character; 
an analysis of the degree of influence of the 
recommendations in terms of the probable 
number of votes affected; the effect of such 
factors as the use of the long ballot, partisan 
politics, the attitude of the press and of the 
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voters; methods of improving judicial selec- 
tion; and finally a suggested plan for Chi- 
cago. The author has made a very thor- 
ough examination of his subject. He has 
explored every aspect of Bar influence 
likely to be revealing, and it would be diffi- 
cult to suggest any further tests which 
could be profitably applied. 

The study discloses that the influence of 
the Bar on the whole has been disappoint- 
ing. The degree of success or failure has 
varied greatly in different primaries or 
elections. In some imstances the Bar 
exerted considerable influence and suc- 
ceeded in accomplishing the election of 
worthy candidates and in defeating un- 
worthy ones, at other times its influence 
was virtually nil. Of course the most 
powerful force opposed to Bar influence 
has been partisan politics. Generally the 
Bar has been no match for the political 
organizations, especially when confronted 
with coalition slates sponsored by both par- 
ties. Publicity, its best weapon, has not 
proved strong enough to overcome public 
apathy and machine rule. 

The author’s conclusion seems inescapa- 
ble. “Only by challenging the established 
system at its roots can the Bar Association 
bring its influence in judicial selection to 
bear. ... The Bar primary and its en- 
suing publicity campaigns are merely 
temporizing with surface conditions.” In 
brief we must change our methods of 
selecting judges. ‘The author makes valua- 
ble suggestions. Briefly stated, he would 
have us elect a chief justice for six years 
and empower him to appoint associate 
judges and give to him administrative au- 
thority to direct and supervise the work of 
the court which presumably would be a 
unified one. The chief justice would ap- 
point only from a list of eligibles provided 
by a commission on judicial nominees elected 
by the Illinois Bar residing in Cook County. 
Associate judges would hold office for in- 
determinate periods subject to retirement 
by adverse vote of the people at stated 
periods, Similar plans have been proposed 
before and have much to commend them. 

Altogether, this is a very stimulating 
and instructive book. 

CLARENCE N. CaLLENDER 

University of Pennsylvania 

` 
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Warner, Sam Bass, and Henry B. Casor. 
Judges and Law Reform. Pp. vin, 246. 
Cambridge, Mass.: Harvard University 
Press, 1936. $3.00. 


In this fourth volume of the Harvard 
Law School Survey of Crime in Boston, 
eoncerned with the administration of 
criminal law in the courts, we find a fulfill- 
ment of the promise held out when the 
publication of the entire series of studies 
was announced. The present volume, like 
the preceding ones, is strictly limited to the 
experiences and problems of a single 
American city. It deals with those ex- 
periences and problems in the most metic- 
ulous manner. No detail is too trivial for 
observation; for example, a full page is de- 
voted to the queer barbarity that compels 
witnesses in the Boston courts to stand 
while testifying (p. 219). Many pages 
are filled with elaborate statistical tables 
based upon a painstaking investigation of 
local phenomena that cannot be duplicated 
in any other community. Nevertheless, so 
sound is the scholarship and so imaginative 
the social grasp of the authors that readers 
everywhere will find in the book a great 
mass of material of well-nigh universal ap- 
plcability. 

It is not a matter for surprise that Har- 
vard men, subjected to the influence of 
Dean Pound, should work well “with tools 
borrowed from the sociologist” (Cairns, 
Law and the Social Sciences, p. 161). 
However, this method is still relatively new 
in legal research, and it is inspiriting to find 
it used so skillfully. Messrs. Warner and 
Cabot must have collected vast numbers 
of facts and prepared innumerable cross- 
reference tables that do not appear in their 
book. It is this dramatic restraint in the 
use of material that distinguishes their 
work; and the result is a real contribution 
to legal literature. 

Probably the most important chapter is 
that entitled A Disposition Tribunal (pp. 
156-181). In this the authors make pro- 
posals in great detail for setting up, within 
the framework of the Massachusetts con- 
stitutiona! and legal system, a new tribunal 
“to specialize exclusively on the sentencing 
function.” Very wisely, as it seems to this 
reviewer, they propose that this tribunal 
shall retain jurisdiction over the offender 
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during “the maximum period for which the 
law now allows a judge to impose sentence 
for the crime of which he has been con- 
victed” (p. 170). During that period the 
disposition tribunal will have, in amplified 
form, the powers now exercised by a parole 
board. This chapter is too important, too 
closely reasoned, and too well expressed to 
allow of satisfactory condensation. It de- 
serves to be read in full. 
But here the authors have stumbled into 
a strange pitfall. They fully récognize the 
quantitative difficulties of the problem. 
In fact, they suggest certain rather arbi- 
trary limitations upon the jurisdiction of 
the proposed tribunal in order to keep its 
case load within workable limits—say three 
thousand cases a year. And then, with a 
lack of realism that is truly astounding, 
they insist that a written opinion should be 
filed in every case! This proposal is the 
more remarkable when we find these same 
authors favoring oral opinions from the 
Supreme Judicial Court of Massachusetts 
in all but “the few cases involving sig- 
nificant public questions” (p. 211). One 
trembles to think of the new avalanche of 
judicial verbiage that would rush down 
upon a distressed bar and a longsuffering 
public if such tribunals in every American 
state were to file written opinions at this 
rate. Three thousand a year in Boston 
might mean 450,000 in the United States. 
And never forget that written opinions 
„have a fatal habit of getting printed! A 
truce to this frightful suggestion! No 
doubt our authors will consent to a modifi- 
cation of this proposal in the direction of a 
wise eclecticism. (See Joseph N. Ulman, 
“The Plague of Judicial Opinions,” Ameri- 
can Mercury, Nov. 1934.) 
Josera N. ULMAN 
Baltimore 


GLUECK, SHELDON and Ersanor (Eds.). 
Preventing Crime. Pp. xi, 509. New 
York: McGraw-Hill Book Co., 1936. 
$4.00. 


As editors, the Gluecks have brought to- 
gether under one cover several important 
samples of crime-prevention programs, all 
of which are social programs. These pro- 
grams represent a wide range of approaches 
to maladjusted youth. Probably because 
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of the purposes they had in mind m pub- 
lishing the symposium, the Gluecks seem 
to accept the programs at their face value, 
and offer no critical evaluation of them in 
terms of their operational effectiveness. 

Certain questions may occur to the 
technical or the nontechnical reader of the 
symposium. Can it be that the programs 
look better on paper than in actual opera- 
tion? Can it be that a community might 
install, at enormous expense, most of the 
listed progtams and still not show an ap- 
preciable decrease in delinquency? 

Perhaps it is impossible to answer such 
questions at this initial stage of crime- 
prevention work. But it is becoming in- 
creasingly clear to me that preventive work 
needs to develop simple and inexpensive 
programs, which have a maximum coverage 
and effectiveness per unit of operation and 
which are susceptible of being handled 
by a resourceful personnel (not highly 
trained) under the supervision of a min- 
imum technical staff. If wide coverage in 
preventive work is desirable, we may not 
be able any longer to accept the profes- 
sional premises of case work, since profes- 
sional case work seems to be pointing in the 
direction of reduced case loads for progres- 
sively more highly trained personnel. The 
logical extension of this might mean the 
use of a highly trained worker for a mere 
handful of delinquent or potentially de- 
linquent children. 

In the introduction and preface the 
Gluecks claim that the programs containe 
in the symposium are experimental. Be- 
fore the programs are put on the market 
(so to speak) and the public asked to sup- 
port them, I do not think we can say that 
they have been pre-tested or proved on a 
testing ground. Their preventive potential 
was not known before they were accepted, 
and it is not clear from the present de- 
scriptions of operation. If, on the other 
hand, the programs are only in an experi- 
mental first stage of development, they 
will need to be checked for results and 
revised accordingly. 

Most sociologists and social workers who 
are acquainted with the modern American 
studies of delinquency and crime would 
undoubtedly approve of the majority of 
the principles which the Gluecks lay down 
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for crime-prevention work. These princi- 


. ples have emerged not so much from the 


findings in the symposium itself as from 
previous researches in the field, although 
the Gluecks indicate by documentation the 
extent to which the points covered in the 
program descriptions substantiate the 
principles. 

The symposium is clearly a necessary 
first-step inventory, prelimmary to a con- 
certed drive to get the so-called preventive 
programs to go on an experimental basis. 
As a reference book, it should be highly 
valuable to students in criminology courses 
and to practical workers in the field. 

Warrer C. Recxuess 

Vanderbilt University 


Beattin, Ronaro H. A System of Crimi- 
nal Judicial Statistics for California. 
Pp. xvi, 238. Berkeley: University of 
California Press, 1936. $2.50. 


This monograph has a dual purpose. It 
proposes, in Part I (chapters 1—4), “a sys- 
tem for reporting criminal statistics for the 
State of California.” This proposal is 
limited, however, to judicial criminal sta- 
tistics, with immediate emphasis on the 
general trial courts of the State. It is 
based on a long period of study and experi- 
mentation carried on since 1930 by the 
Bureau of Public Administration of the 
University of California. Its importance 
lies partly in its place in a broad program 
of research being carried on by the Bureau 
in the field of the administration of criminal 
Justice, 

After a discussion of the experimenta- 
tion which preceded this report, a detailed 
discussion of schedules, punch-cards, and 
coding is presented, together with an anal- 
ysis of the steps that this kind of reporting 
will necessitate. The fourth and final 
chapter of this section is devoted to the 
discussion of a central bureau of criminal 
judicial statistics for California. An in- 
teresting presentation is made of the exist- 
ing fact-gathering agencies in this field, 
together with a practical demonstration of 
their inability to collect comparable (or 
reliable) data. The author weighs the 
advantages of expanding the Division of 
Criminal Identification and Investigation 
which already functions in the field of 
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police service, but he inclines to the plan of 
a separate State agency for judicial crimi- 
nal statistics. This could begin with the 
general trial courts and be extended later 
to the courts of limited jurisdiction, with 
a possibility of eventually encompassing 
the work of the civil courts as well. 

Part II is an analysis of the data ex- 
perimentally gathered from three counties 
of the State—Alameda, Los Angeles, and 
San Francisco—for the period July 1, 1931 
to June 30, 1932, numbering in all 6,803 
felony cases. The statistical treatment 
illustrates the possibilities inherent in a 
system wherein (as is here proposed) re- 
porting by local officers is in the form of 
schedules of individual cases, and wherein 
the tabulation and analysis is centrally exe- 
cuted. 

Space is unfortunately lacking in which 
to list the contributions. The reviewer 
would like simply to suggest that persons 
interested in the problems of indictment 
versus information, the waiver of jury, and 
the public defender, will find reliable data 
here. The author has made effective and 
necessary modifications in the Johns Hop- 
kins scheme for criminal judicial statistics 
in order to meet the peculiarities of the 
local situation in California. 

Every student of the criminal courts 
should see this example of the wise appli- 
cation of general principles to specific prob- 
lems. 

C. E. GEBLKE 

Western Reserve University 


Beard, CHARLES A., and Groras H. E. 
Smıra (Eds.). Current Problems of 
Publie Policy. Pp. viii, 527. New 
York: Macmillan Co., 1936. $3.00. ° 


The impact of the depression on school 
curricula has increased the emphasis of 
current problems as course material. ‘The 
social studies were largely unprepared for 
the increased demands for such attention. 
Many recent conferences have noted both 
the inadequacy of teacher training for, and 
the need of materials to give substance to 
the curricular trends. It was in response to 
the latter need that the American Political 
Science Association in January, 1935, cre- 
ated a Committee on Materials for In- 
struction in Current Problems. This col- 
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lection is the outcome of that committee’s 
labors. Its scope in time is limited ap- 
proximately to the United States’ fiscal year 
1934-1935 and in subject matter to the field 
of government. 

Part I presents official programs and 
platforms setting forth principles designed 
to influence public opinion and action. 
Presidential messages are offset by the 
challenges from both right and left, Re- 
publicans, Progressives, Farmer-Laborites, 
Socialists, the American Federation of La- 
bor, the Share-the-Wealth Society, the Na- 
tional Unson for Social Justice, and the 
Epic movement. Approximately ninety 
pages are devoted to these verbal mosaics 
which men compose in their efforts to in- 
duce their fellows to support them in chart- 
ing the course of public policy. Viewed in 
the perspective of a later day, most of them 
probably will seem of small consequence. 
Courses in current problems must accept 
the hazard that much of their activity will 
prove irrelevant. 

Part II, comprising most of the book, 
deals with the Issues of Government in the 
Course of Action. The problem of the 
selection of materials for this part of the 
book must have been baffling, but there can 
be little quarrel with the choice of current 
problems included for illustrative exposi- 
tion. The selection of electrical utilities 
problems, of transportation, of labor and 
industry, of unemployment and relief, of 
social security, of industrial regulation, of 
agricultural adjustment, of planning, na- 
tional, regional and state, and the develop- 
ment of controversy in the realm of con- 
stitutional law—all are pertinent to the 
current scene and will probably continue to 
require attention from official and citizen 
alike. 

Part LIZ assembles Problems of Admin- 
istration. The quest for economy by 
the reorganization of local government, the 
unicameral legislature in Nebraska, the ad- 
ministrative service, especially from the 
personnel angie, and the question of deficits 
in Federal Government finances are singled 
out for illustrative treatment. 

The reviewer suspects that in proportion 
as current problems courses are true to 
character, much of the content of this col- 
lection will be found to be chiefly of his- 
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torical significance. The dynamics of edu- 
cation through surveying current problems 
imposes upon student and instructor alike 
an attention to current periodical literature 
which overwhelms the collections from even 
the recent past. In this race with current 
production, alert and competent teachers 
will blazetheir own trails through the jun- 
gle; the stupid and incompetent and inert 
ones will get lost in the gap between the 
current scene and the point where this book 
leaves off. ° 

These heroic labors, the reviewer sus- 
pects, representing an assignment intelli- 
gently performed, are one more chapter in 
the long search for a substitute for a good 
teacher, a search which is complicated in 
current problems courses by the fact that 
such a one must also be a competent, active, 
curious and tolerant citizen. Such a one 
will already have a collection of materials 
dealing with 1935-1936. 

Russet M. STORY 
Pomona College 


Graves, W. Brooxe. American State 
Government. Pp. xiii, 829. Boston: 
D. C. Heath & Co., 1936. $4.00. 


This volume on state government is the 
first of two that have been planned by 
the author and announced by the pub- 
lishers. The second is to deal with the 
administration and functions of state gov- 
ernment. Together they will constitute 
the most extensive treatment of state gov- 
ernment yet attempted by one author. 

This volume must be viewed in terms of 
the whole plan, and this fact should be 
emphasized because otherwise the first im- 
pression of the book is likely to be unfair, 
The contents of the book bear this out: 
the introduction deals with Federal-state 
relations, and state constitutions; Part Two 
contains chapters on parties and popular 
control; Part Three considers at length the 
general problems of administrative organi- 
zation; following these come sections on 
finance, the courts, and inter-governmental 
relations. 

The Process of Lawmaking is an excel- 
lent section, combining the formal with 
the informal elements of the process. The 
author tries with considerable success to 
convey to the reader a picture of the polit- 
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ical and social processes involved in law- 
making. 

The book is written in the light of the 
wealth of materials that have been issued 
in recent years by research bureaus and 
governmental agencies. The author pre- 
sents differing points of view, but often 
gives the student the benefit of his own 
views. One feels as one reads the book 
that it is full of facts, but that the facts 
illustrate rather than dominate the text. 

One of the disadvantages of writing of 
any level of governmental organization and 
its functioning on an area basis, of course, 
is that much needs to be said that is of 
a background nature in order that the 
materials may be really intelligible. Pro- 
fessor Graves has not hesitated to give 
the historical and philosophical setting of 
the various topics with which he deals. 
This is illustrated in his section on the 
courts. Here he deals with the various 
theories of law, and considers the rôle of 
the courts and their decisions in the process 
of making law. It is the inclusion of this 
type of material that makes the book so 
extensive. Its inclusion makes the work 
more rich in material and more completely 
rounded out in its discussions. In one 
sense the book is as much a treatise as a 
textbook. 

The influences of preceding writers in this 
field on Professor Graves are not difficult 
to trace, but he has carried the work 
farther than anyone before him. The book 
bears the stamp of his particular interests. 
The first half of this big task has been well 
done. 

Ouiver P. FELD 
, University of Minnesota 


Hoang, Danrexr W. City Government: 
The Record of the Milwaukee Experi- 
ment. New York: Harcourt, Brace & 
Co., 1936. $2.50. 

In the absence of a definite yardstick as 
to what constitutes the “best governed 
city in the country,” it is not possible to 
speak with finality as to the claim that 
Milwaukee is America’s best governed city, 
but there is abundant evidence in this 
striking volume that she comes as near as, 
if not nearer than, any other to deserving 
this credit. Mayor Hoan writes out of 


a 


Boox DEPARTMENT 


twenty-six years of service to his city—six 
years as City Attorney and twenty as 
Mayor—which entitles him to be called 
the “Dean of American Mayors.” This 
contribution is partly biographical, partly 
descriptive, and partly a discussion of the 
general problems. If the book may be 
said to have a text, it is to be found in 
the chapter on “More Municipal Service”: 
“There can be no doubt that those com- 
munities are best which serve most. Mu- 
nicipal service under intelligent manage- 
ment is a blessing and within reasonable 
limits, the greater the extent of service, 
the greater the blessing.” 

This is of the essence of municipal so- 
cialism, of which Mayor Hoan is the out- 
standing American exponent, and his 
successive administrations are an exempli- 
fication of this view. There is likewise 
abundant evidence that the average munic- 
ipal citizen is rapidly coming to accept 
and support the policy of the expansion of 
municipal activities. There is scarcely a 
city, at least in the North or the West, 
that is not following such a policy, but it 
is not done as a rule under the title of 
municipal socialism. Joseph Chamberlain 
established his reputation as a munictpal- 
ist through expanding the municipal ac- 
tivities of Birmingham, as has many an 
American mayor; but it has remained for 
-Milwaukee to continue such a policy 
through a long term of years under the 
guidance of an intelligent leader with the 
backing of a definite political party. 

Each chapter of Mayor Hoan’s volume 
is a worth-while contribution to the sub- 
ject he discusses, and each one will prove 
of value to the administrator and the stu- 
dent. The various chapters deal with all 
and sundry of the factors that are essential 
to effective and efficient local government: 
political organization, registration and 
elections, elimination of debt and estab- 
lishment of a cash basis, centralized buy- 
ing, a practical merit system, improved 
fire and police protection, public safety 


measures, city planning, public housing, 


education, recreation, crime prevention, 
unemployment and relief, utility regula- 
tion, and public ownership. Striking fea- 
tures are the cash basis scheme with its 
elimination of banker control, and the 
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method of handling labor disputes. An- 
other feature is the modesty of the author, 
the dependence on argument, and the free- 
dom from vituperation. 
Cumron Rogers WOODRUFF 
Philadelphia 


Berrers, Paun V. et al. Recent Federal- 
City Relations. Pp. x, 1465. ashing-- 
ton: United States Conference of Mayors, 
1936. $2.50. 


Within the past few years there has been 
developed under the stress of circumstances, 
an entirely hew series of contacts between 
the Federal Government and the govern- 
ment of the cities of the country. Since 
the adoption of the Constitution m 1787, 
cities have been the creatures of the states 
from which they derived their powers either 
by general legislation, special charters, or 
in later years in a number of instances, con- 
stitutional home rule provisions, and the 
recent decision of the U. S. Supreme Court 
has confirmed this position and procedure. 
As Mr. Betters points out, there has been 
developed prior to 1932 a whole series of 
contacts with the central government. 
These, however, were advisory and in- 
formative, and imposed no legal obligation 
or restraint upon the cities. Beginning 
with the financial difficulties of municipali- 
ties due to the depression and the desire and 
effort of the Federal Government to aid 
them, what may appropriately be called a 
pew era of relationships was inaugurated, 
not only in connection with the necessity 
for assisting in the meeting of the relief 
problems, but in sundry other directions. 
These Mr. Betters and his colleagues, J. 
Kerwin Williams, and Sherwood L. Reeder, 
have described succinctly and fairly in this 
volume. 

Of course it is too soon to evaluate the 
various measures which the central govern- 
ment has adopted, but Mr. Betters in his 
valuable summary makes some interesting 
and valuable comments which students of 
municipal government would do well to 
ponder. He shows how a new pattern of 
City-Federal relations has been woven be- 
fore our eyes. He discusses the suggestion 
that has been made by some “astigmatic 
observers,” as he calls them, that the first . 
steps have been taken on the way to the 
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ultimate centralization of all authority in 
the Nation’s Capitol and a consequent 
crumbling of the traditional state control 
over municipalities. He declares that the 
facts and events that he has described do 
not necessarily lead to so dismal a conclu- 
‘sion, as he calls it. 

Mr. Betters believes that every effort 
should be made to prevent Federal-City 
relationship’s crossing the line that divides 
coöperation from practical control. Inter- 
governmental coöperation, he says, “has 
been proved sufficient for our needs, even 
in the depression period whem cities and 
states were most helpless, and it is on co- 
operation that emphasis should be placed 
in the future.” Mr. Betters concludes his 
highly interesting summary with a declara- 
tion that “local self-government, with the 
democratic and self-reliant spirit which it 
fosters, is the best bulwark against the 
inroads of fascism.” 

CLINTON Rocers WOODRUFF 

Philadelphia 


Srupenski, Pavut (Ep.) Taxation and 
Public Policy. Pp. 267. New York: 
Richard R. Smith, 1936. $3.00. 


These discussions on current financial 
problems, with the exception of two chap- 
ters, first appeared as a series of articles in 
The Nation during the fall and winter of 
1934-1935. The editor, Dr. Paul Studen- 
ski of New York University, with the col- 
laboration of the several authors, has re- 
vised and supplemented the original” 
material to produce the present volume. 

The arrangement and the subject mat- 
ter of the discussions are substantially 
indicated by reference to the following 
chapter titles: Public Finance in the World 
Crisis; Public Budgeting; American Fed- 
eral Finance; American State Finance; 
American Local Taxation; American Edu- 
cational Fmance; Municipal Credit in the 
United States; Codrdination of American 
Federal, State and Local Finance; Euro- 
pean Public Finance in the World Crisis; 
Who Pays for War?—An Englishman’s 
Point of View; Who Should Pay for the 
Next Warr--An American Proposal; A 
Tax Program for the Future. The ten 
. writers who contribute the essays are rec- 


ognized authorities on the subjects dis- 
cussed. 

The collection is valuable for its con- 
temporary character. The central theme 
of the discussions is expressed in the fol- 
lowing quotation from the editor’s con- 
cluding chapter: “As a part of a permanent 
program the tax system of the country 
should be brought into closer accord with 
the principles of ability to pay and of the 
use of public finance for social control.” 
Taxation should not only be adjusted to 
meet the needs of the new social order, but 
it should be used as a positive force for 
social reconstruction. ‘Thus, by taking the 
profits out of war, taxation might be 
utilized as a force for peace; or a taxation 
program that would eliminate the evils of 
land speculation might contribute power- 
fully to stability in public and private 
finance and to orderly development of gov- 
ernmental procedure; and finally, taxation 
of a deflationary character might effectively 
check inflationary tendencies. Several ar- 
ticles bring out clearly the reciprocal 
relation between governmental reorgani- 
zation and taxation or fiscal reform. Sim- 
plification of governmental structure, re- 
allocation of government functions, and the 
need both for integration and coérdination 
of our tax system and for more compre- 
hensive planning of our fiscal operations, 
all appropriately receive repeated emphasis. 

While there is not much here that is new 
to students of finance, it is nevertheless a 
timely volume. Now that the worst of 
the economic crisis is over, the time seems 
opportune for setting our fiscal house in 
order. Those in the seats of power can 
derive both inspiration and sound advice 
from this small book edited by Dr. Stu- 
densk1. 

Martin L. Faust 

University of Missouri 


BUEHLER, ALFRED G. Public Finance. 
Pp. xix, 632. New York: McGraw-Hill 
Book Co., Inc., 1936. $4.00. 


The increased interest displayed by the 
American public, and coincidently by the 
American college student, since the World 
War, in problems of public finance, has 
caused the appearance in this country dur- 
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ing the past twelve to fifteen years of a 
number of general texts on public finance. 
Professor Hunter offered one in 1921; Pro- 
fessors Jensen and Lutz each in 1924; Dr. 
Schultz in 1931; and Professor Clyde L. 
King in 1985. Now Professor Buehler ap- 
pears with a text of this sort. 

Buehler’s text has several merits: (1) A 
fair balance is maintained between the 
amounts of space devoted to the discussion 
of the several divisions of the subject: pub- 
lic expenditures are covered in 125 pages; 
taxation in 300; and public credit in 100. 
The remaining 100 pages or more are de- 
voted to the discussion of fiscal adminis- 
tration, budgeting, and government enter- 
prises. (2) The subject of the fiscal 
organization of the government is given due 
prominence by being treated in the second 
chapter of the book. (8) A thorough fa- 
miliarity with modern literature is dis- 
played. In the discussions of various 
subjects, due reference is made to the most 
recent investigations conducted in these 
fields by other writers and by govern- 
mental commissions, and the conclusions of 
these studies are tersely and fairly stated. 
The author does not pretend to be an ex- 
pert on every phase of the subject, and 
freely quotes authorities where such are 
available. (4) The point of view is pro- 
gressive without being either dogmatic or 
sentimental. (5) The influence. of the 
business cycle on the major phases of pub- 
lic finance is recognized. (6) Some atten- 
tion is given to the public finance experience 
of foreign countries. (7) The style is 
clear and unpretentious. 

Of course the work is not free from flaws, 


but fortunately these are not of a very fun- 


damental nature or of a very unusual sort. 
A table showing the functional distribu- 
tion of Federal, state, and Jocal expendi- 
tures in 1927 might have been supple- 
mented by a table showing the similar 
distribution in 19382. A picture of the 
structure of the tax system of the country— 
Federal, state, and local——as a whole for the 
same periods might have been given. More 
elaborate discussions might have been pre- 
sented of the principles upon which the 
rates charged by government enterprises 
are generally based. The section on the 
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execution of the budget might have been 
expanded. However, these few shortcom- 
ings will undoubtedly be corrected by the 
author in future editions of his book. Itis _ 
believed by the reviewer that this book will 
improve and grow as time goes on. 
PAUL STUDENSKI 
New York University 


æ 


PowELL, ALDEN L. National Taxation of 
State Instrumentalities. Pp. 166. Ur- 
bana: University of Illinois, 1936. 
$2.00. 


Accordingeto the Author’s Preface, “the 
purpose of this study is to present the legal 
history of the rule in American constitu- 
tional practice that the governmental in- 
strumentalities of states and their political 
subdivisions are generally immune from 
taxation by the National Government.” 
The specific questions at issue are the 
powers of the National Government to tax: 
state officers and employees, obligations of 
states and their political subdivisions, non- 
governmental or proprietary agencies of 


‘ states and their political subdivisions, and 


state educational institutions. Court de- 
cisions, statutes, administrative decisions 
and regulations, and opinions of authorities 
in the fields of taxation, finance, and public 
law supply the source material for the 
study. 

The preliminary chapters analyze and 
review decisions, statutes, and rulings for 
the purpose of revealing the origin and 

evelopment of the immunity doctrine. 
The author devotes a final chapter of more 
than fifty pages, almost one third of the 
volume, to a summary and conclusion. 
Contrary to the prevailing impression, the 
exemption of state agencies from national 
taxation is not always dependent upon the 
nature of the agent, or upon the fact that 
it is an agent, but also upon the effect of the 
tax. Yet it is only during the last decade 
that the Supreme Court has shown a tend- 
ency to break away from applying to all 
sets of facts the general rule that all state 
agencies are immune from national taxa- 
tion. Congress has shown a remarkable 
degree -of respect for states’ rights by re- 
fusing to jeopardize the tax immunity prin- 
ciple either by statute or by a constitutional 
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amendment proposal. But Treasury rul- 
ings, it is pointed out, have done far more 
than either the courts or Congress in 
narrowing, or at least restricting within 
certain limits, the immunity of state and 
local agencies from national taxation. 

In the opinion of the author, “the whole 
doctrine of immunity of state and local 
agencies Irom national taxation is weak 
and unsound,” and therefore tax immunity 
should be removed “from all state and 
local agencies, either by the Supreme 
Court itself ...or by a constitutional 
amendment.” The concludiag chapter 
presents an imposing array of reasons to 
justify overruling and setting aside the 
decisions that intrenched the immunity 
doctrine—the decisions in the case of Col- 
lector v. Day, the Pollock case, and the 
case of the Coronado Oil and Gas Com- 
pany. The author puts the argument ad- 
mirably for abandoning the doctrine that 
“the power to tax involves the power to 
destroy,” in the closing portion of the para- 
graph on page 131: 

“s... Non-diseriminatory Federal taxes 
could not destroy state and local agencies, 
no matter what their character, without 
at the same time destroying all other simi- 
lar private property. Then, too, the Su- 
preme Court remains to protect the states 
from possible destruction, if such protec- 
tion seems desirable, just as it has safe- 
guarded them in the past. Furthermore, 
it seems improbable that the electorate 
will ever permit Congress to destroy the 
states by taxation. When it becomes the 
opinion of citizens and taxpayers in the 
land that state and local governments ought 
to be abandoned, a less painful method 
than taxation doubtless will be utilized.” 

This study’ is a contribution of genuine 
significance in that phase of American 
constitutional law dealing with the taxing 
powers of the National Government. The 
author is to be commended for his thorough 
exploration of the problem. 

Martin L. Faust 


University of Missouri 


Spencer, Henry Russert. Government 
„and Politics Abroad. Pp. 558. New 
York: Henry Holt and Co., 1936. $2.80: 


Professor Spencer has prepared a text- 


‘through the book—Professor 


book that will meet with the approval of 
teachers of Comparative Government, who 
believe that students should be led through 
a broad and general study of the govern- 
ment and politics of many countries. His 
book is indeed all-inclusive. In addition 
to devoting a chapter to each of the five 
great European powers, Professor Spencer 
describes the government of Japan, 
sketches the political institutions of the 


. British Empire and Commonwealth of 


Switzerland, of the democratic monarchies 
of Northwestern Europe, of the succession 
states, of Latin America, and of China, 
and concludes with an able analysis of the 
institutions of international government. 
In dealing with the lesser powers, the au- 
thor follows the technique of selecting ex- 
amples. Thus, Canada is given more 
extended treatment as the example of 
dominion government; Sweden, of the 
democratic monarchies of Northwestern 
Europe; Czechoslovakia and Yugoslavia, 
of the succession states; and Chile, of Latin 
America. 

When so many countries are covered in 
a book of not over average length, it might 
be supposed that the author would be con- 
tent to summarize the salient facts, while 
including only a minimum of opinion and 
comment. This book is, however, not in- 
tended to stand as a mere factual summary 
—it is an interpretation of foreign politics 
for the student and the newspaper reader. 
The trouble with this manner of treat- 
ment is that the reader is not always put 
in possession of sufficient factual data to 
understand the interpretation offered. 
Elementary students assigned to this book 
will often be in doubt as to institutions or 
practices or historical events mentioned 
casually by Professor Spencer but not suf- 
ficiently explained. Students are going to 
have trouble with the author’s allusions, 

In a book of such scope, there are sure 
to be inequalities in the treatment of dif- 
ferent countries. After he has dealt with 
Great Britain, France, and the Soviet 
Union—at which point he is just half way 
Spencer 
springs into his stride. Heis more at home 
in writing of the Fascist dictatorships. 

The fact remains that the material cov- 
ered in the first part of this book is the 
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heart of the course in Comparative Govern- 
ment. It is therefore unfortunate that 
it was not done with greater care and ac- 
curacy. In the first place, the space allotted 
to the governments is too brief for ade- 
quate treatment. The great condensation 
of materials leads to many imaccuracies, 
for example, in British history. In the 
second place, there are many errors of fact 
in this part of the book. As examples it 
may be noted that the British Speaker 
does not have full power over the applica- 
tion of the closure in the House of Com- 
mons, and the “kangaroo” closure does 
not permit his selection of sections of a 
bill, but only amendements; Nova Scotia 
has not had a second chamber since 1928; 
and the districts for the election of the 
French Chamber of Deputies are not the 
same as the arrondissements. It is not the 
author’s fault that a new constitution in 
the Soviet Union has already rendered his 
passage on that government to a large 
extent out of date, but he could reasonably 
be expected to bring his information into 
accord with the current facts in other re- 
spects, as, for example, the suffrage quali- 
fications and the changed status of the 
Workmen’s and Peasants’ Inspection. 
Professor Spencer tries to write in such 
a way as to hold the attention of the not- 
too-willmg reader. Experience with his 
book will probably show that he has at- 
tained considerable success in this aim. 
However, he sometimes gains his effect by 
a certain flippancy in style, a startling sen- 
tence structure, or the use of the epithet. 
Joseren R. Star 
University of Minnesota 


STAR, Josera R. Topical Analysis of 
Comparative European Government. 
Pp. iv, 145. New York: Ginn and Co., 
1936. $1.50. 


Professor Star of the University of Min- 
nesota has provided us with this students’ 
manual, in which the essential facts relating 
to the five major European governments 
(Great Britain, France, U.S.S.R., Italy, 
and Germany) are presented in outline and 
tabular form with illustrative charts. At 
the beginning of each chapter are page 
assignments in the textbooks of W. B. 
Munro, F. A. Ogg, and P. O. Ray, then 
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in a book containing a selection of docu- 
ments and other readings, and a selected 
list of the more readable treatises on Eu- 
ropean government and politics. 

The consideration of the English and 
French governments begins with some 
introductory matters and a survey of the 
constitutional basis of the government. 
Attention is next directed to the party sys- 
tem, and the chapters which immediately 
follow deal with the other aspects of popu- 
lar participation im government. The 
whole structure of government is consid- 
ered in two majn divisions: first, the politi- 
cal departments, which include the legis- 
lative and executive branches; and, second, 
the nonpolitical departments, which in- 
clude the head of the state and the admin- 
istrative and judicial branches. Jn the 
consideration of each of the major branches 
of the government, matters relating to 
structure and organization are isolated and 
considered first; the powers, functions, or 
duties of the different governmental agen- 
cles come next, together with the significant 
aspects of the procedure followed in 
exercising the powers or performing the 
functions; and, lastly, any special problems 
of interrelations among the principal 
branches of the government are treated. 

The reviewer must admit that, contrary 
to his prejudices against all outlines, this 
is an excellent handbook, especially for 
the classroom student. While it may not 
add vitally to the available material on 
the governments treated, it is a good sum- 
mary which will gain grunts of appreciation 
from the undergraduates, especially those 
who are interested more in their football 
schedules and dates than in their “required 

e readings” in the courses in European gov- 
ernments. 
Josera S. Rovcex 

New York University 


STUART, Granam H. American Diplo- 
matic and Consular Practice. Pp. xi, 
560. New York: D. Appleton-Century 
Co., 1936. $5.00. 


The roots of foreign policy are nurtured 
in the soil of national interest. Its 
branches reach out into the empyrean of 
human activity. Foreign policy to a large 
extent arises from domestic policy and is 
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domestic policy extended beyond national 
boundaries. It embraces the sum of the 
relations of the nationals of one state with 
the nationals of all other states. Such rela- 
tions create problems of rights and inter- 
ests. There is some difference of opinion 
as to whether it is a proper function of 
government to aid nationals in the pursuit 
of their rights and interests abroad, and as 
to the extent of such aid. But we are sure 
of two things at least: those rights and 
interests» exist, and special governmental 
machinery and techniques exist to take 
care of them. It is to these techniques 
and this machinery that we refer when 
we use the term “the conduct of foreign 
policy.” 

Professor Stuart, of Stanford University, 
has contributed a careful study of one 
aspect of the subject. He has limited his 
field to an analysis of the organization and 
work of the Department of State and the 
Foreign Service. He has not tried to re- 
veal the important réles played by the War 
and Navy Departments for example, or 
the Department of Commerce, or the Tariff 
Commission. Yet these and many more 
governmental agencies play very large 
parts in both the formulation and the con- 
duct of foreign policy. Within this self- 
imposed limitation Professor Stuart has 
contributed a study which is both realistic 
and scholarly. It is based on direct con- 
tacts with innumerable officials at home 
and abroad, and on a wide selection of 
documentary and secondary material. 

It may seem to the reader that the his- 
torical approach has been over-emphasized. 
Aside from the four introductory chapters 
there is much historical background that 
is repetitious and hence tedious. Further- 
more, it is all very well, and even very in- 
teresting to know that the Greeks and the 
Romans had diplomatic relations, and to 
learn something about the functions of con- 
suls in the Middle Ages. But it might be 
even more interesting and profitable for 
the student to learn something about the 
present nature of foreign policy as a basis 
for understanding the machinery described 
in the book. Such a discussion is lacking. 

In the second place the readers may feel 
that there is over-emphasis on machinery 
to the neglect of function. The various 
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parts (bureaus, divisions, etc) of the ma- 
chine are fairly obvious and fairly easy to 
describe, It is much more difficult to dis- 
cover and describe the functions which 
underly the machine. And yet the stu- 
dent, the business man, the professional 
pacifist, anyone, in short, who is at all in- 
terested in the conduct of foreign policy 
is, nine times out of ten, more interested in 
a particular function than in any particular 
part of the machine. It is very rare, fur- 
thermore, that we find complete coördina- 
tion between a given function and a given 
part of the machine. In most cases a given 
function is handled by many different parts 
of the machine, and a given part of the 
machine handles many different functions. 
The emphasis in this volume seems to be 
mechanistic rather than vitalistic, if those 
terms may be permitted. 

In spite of these defects Professor 
Stuart’s book is really an excellent survey. 
It is packed with information. It is a 
great improvement over its predecessors. 
It commends itself particularly to all who 
would be at least moderately well informed 
about one of the most important and yet 
least costly of our governmental machines. 

Joan Ross 

Yale University 


Kmer, Grayson. Philippine Independ- 
ence. Pp. 278. New York: Farrar & 
Rinehart, 1936. $2.50. 


This timely volume, described in the 
preface as “a case study in the motivation 
of contemporary national policy” reveals 
the author’s belief that the fundamental 
problem has not yet been solved and that 
a further attempt at its solution should be 
made before irreparable damage has been 
done. His own suggestions for improve- 
ment of present and proposed relations be- 
tween the United States and the Philip- 
pines are presented in the last chapter. 
They are based upon an analysis of the 
economic life of the Islands which, although 
brief, is both careful and acute. In the 
third chapter the author shows how Amer- 
ican policy had resulted in the development 
of an economic relationship of the Philip- 
pines to the United States which can only 
be described as one of dependence on a 
reasonably free access to the American mar- 
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ket. The market for Philippine sugar, 
copra, cocoanut oil, hemp, cordage and 
cigars is in this country. “American im- 
porters took 79 per cent of all the Philip- 
pine exports in 1930, 87 per cent in 1933, 
and 84 per cent in 1934” (p. 62). The 
prosperity of the Islands, or even economic 
stability, is completely dependent on ex- 
port markets for the staple production. 
The author holds that, on account of rela- 
tively high production costs, 1t would be 
difficult for Philippine sugar to compete 
with Cuban and other foreign sugar if it 
had to enter the United States over the 
tariff wall, and that no other markets are 
available. The same difficulty, although 
to. a lesser degree, will be encountered by 
the other export products, although they 
may find a Japanese market which would 
be lacking for sugar. A possible solution, 
he suggests, is in crop diversification, but 
this, it would seem, cannot be successfully 
accomplished within the limits of time set 
for the Commonwealth experiment, or even, 
possibly, in a much longer period. In any 
case it would be accompanied by much 
hardship, leading to a measure of economic 
instability. Thus Dr. Kirk concludes his 
discussion of the economic outlook with the 
statement that “At best the economic and 
financial prospects are bad, so bad indeed 
_that there is no ground for optimism on 
the part of a brave and intelligent people 
whose long fight for freedom should en- 
title them to a happier future than the one 
which the United States has now spread 
before them” (p. 162). 

This fight for independence is summarily 
reviewed in chapter two, while the first 
chapter, “Assuming the White Man’s Bur- 
den,” gives a somewhat caustic appraisal 
of the American motives and attitudes of 
1898-1899. The motives and forces back 
of the new and successful independence 
movement are revealed clearly in chapter 
four, “The Farm Groups Take a Hand,” and 
five, “the Triumph in Congress.” While 
not a pleasant story for an American to 
read, it is one that should be widely read 
and pondered in connection with the earlier 
professions of disinterestedness and high- 
mindedness. It is this section which con- 
stitutes the case study of the motivation 
of policy. 


239 


1 


The one chapter dealing with the “New 
Constitution and the Political Outlook” is 
good, although brief, on the constitutional 
side, but not quite so satisfactory on the 
political side. One phase of the political 
outlook is separately and judiciously 
treated in the chapter on the Japanese 
problem (Chapter 8). But the appraisal 
of the possibilities of the new régime on 
the basis of the literacy of the population, 
language diversity and such other con- 
siderations as are presented does mot seem 
to cover the ground. The author might 
well have exparded his volume to include a 
more detailed consideration of the staffing 
and operation of the Philippine public 
services, and, in general, thrown more light 
on the earlier internal political evolution so 
as to afford the reader a bettér basis of 
judgment as to Filipino governmental and 
administrative capacity. In other words, 
the study seems to be better on the eco- 
nomic side, and, politically, on the Amer- 
ican side, than on that of the Philippines. 
In all respects, however, it is an interesting 
and timely study which should have a wide 
reading. 

Harop M. Vinacke 


University of Cincinnati 


CLARK, Grover. A Placein the Sun. Pp. 
xv, 235. New York: Macmillan Co., 
1936. $2.50. 


Mr. Grover Clark in his A Place in The 
Suy successfully debunks the conventional 
economic justification for imperialism. 

He first presents the claims of ardent na- 
tionals and their statesmen that colonies 
provide an outlet for surplus population; 


„that they offer increased trade; and that 


control over them gives access to raw mate- 
rials not otherwise available and hence 
brings profits in tume of peace and greater 
security in time of war. 

He then convincingly proves these con- 
tentions to be fallacies. Emigration has 
not followed the flag. Emigrants have 
gone where there were room, opportunity, 
and political and religious freedom. Po- 
litical control has given only insignificant 
trade advantages in the colonies. Statis- 
tics have shown that the value of the trade 
hardly warrants the cost of colonial acquisi- 
tion, occupation and maintenance. This 
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is particularly true of Germany and Italy. 
As for raw materials, political control over 
colonies has not assured the colonials a 


good market in the mother country. Nor ° 


have the colonies always been the best 
market for the mother country’s products. 
After all, capital is not particularly patri- 
otic. .[t seeks investments wherever 
greater profits and peace and order are 
assured. In time of war, access to essen- 
tial materials, whether the sources are lo- 
cated in’ or out of colonies, depends not at 
all on political control over territory but 
on control of lines of comntunication with 
those sources, 

Mr. Clark coneludes with a specific pro- 
posal as a solution to the problem of inter- 
national economic rivalry. It is that the 
great powers pledge themselves to the 
League of Nations to maintain in their 
colonies complete economic equality for 
all, and give the League the right to nullify 
any action which they may take in viola- 
tion of that pledge. 

The author makes no new or startling 
revelation on the subject of imperialism. 
All students of the question, who are 
acquainted with the work of Angell, Emeny, 
Moon and Simonds, recognize the fact that, 
economically, modern imperialism redounds 
to the advantage of the officers and stock- 
holders of the large corporations, while the 
expenses of occupation and maintenance of 
the colonies are borne by the taxpayers of 
the mother country. How different fhe 
situation was in the sixteenth and seven- 
teenth centuries when the trading com- 
panies paid the costs of governing and-ex- 
ploiting the colonies, and the treasury of 


the mother country received taxes from the , 


latter for these privileges! Would that 
the people of the world realized the fallacies 
of modern economic imperialism! 

The proposition to establish complete 
economic equality for all nations as a solu- 
tion to the problem is patently sound. If 
we could teach the world at large this 
message, there would be no need for in- 
voking the aid of the League, which is so 
seriously incompetent. 

There is one feature of the problem of 
modern imperialism that students of the 
subject ignore, and that is the psychology 
of the question. Imperialism is a signifi- 


THE ANNALS OF THE AMERICAN ACADEMY 


cant attribute of modern nationalism. It 
is used to fan to greater heights the base 
qualities of modern nationalism. In that 
sense imperialism is no greater evil than 
nationalism itself. Might it not well be 
that Japan’s aggression in China, Italy’s 
in Ethiopia, and Germany’s in the lands 
of her neighbors were actuated by na- 
tional motives rather than by imperialistic 
ones? Certainly statesmen know that 
colonies are from an economic standpoint 
national liabilities and not assets. 
J. H. LANDMAN 
College of the City of New York 


Iraq from Mandate to 
Independence. Pp. 267. London: 
George Allen and Unwin. 1935. $4.00. 


There has been for some time a need for 
a systematic account of post-war develop- 
ments in Mesopotamia. This book, writ- 
ten by the editor of The Baghdad Times, is 
by all odds the best volume which has thus 
far appeared on the subject. It may be 
freely commended to all who are interested 
in the Near East and who wish a compre- 
hensive, well-written, and quite uncritical 
account of recent happenings. 

Mr. Main is not to any great extent an 
admirer of the work accomplished in the 
Near East by T. E. Lawrence. He believes 
that, from a military standpoint, the ad- 
vance of General Allenby into Damascus 
and Aleppo was not greatly facilitated by 
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Lawrence, Feisal, and the Arabian cavalry. - 


It is easy to see, also, that the author is 
convinced that the Lawrence-MacMahon 
political promises were a source of much 
future trouble, and of no great benefit, to 
Downing Street. In this connection, it 
must be remarked that the book presents a 
distinctly one-sided and unfair interpreta- 
tion of the meaning of the Hussain-Mac- 
Mahon correspondence. It is all very well 
to say that “Britain was offering an as- 
surance that, subject to safeguarding 
French interests in Syria and British inter- 
ests in Mesopotamia,’ she would support 
Arab independence in the southern por- 
tions of the enormous area he [Hussain] had 
delimited.” But the implication from this 
summary was that Palestine was thus ex- 
cluded from the British promise, whereas, 
in reality, the Arabs were officially prom- 
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ised all the territory south of Latitude 37 
except “the districts of Mersina and Alex- 
andretta and portions of Syria lying to the 
west of the districts of Damascus, Hama, 
Homs, and Aleppo.” 

This, however, is a minor point on which 
to base a criticism of a book which in no 
way pretends to be an exhaustive or critical 
interpretation of recent political history. 
The author has wisely realized that the 
average western reader is intensely curious 
about Arab customs and modes of life, and 
he has provided much valuable material on 
religion, marriage ceremonies, agriculture, 
trade, and the like. 

It is apparent that the author believes 
heartily in the wisdom of the present status 
quo in the Near East. He pays high trib- 
ute to the authors of the present political 
arrangement existing between Iraq and 
Great Britain and intimates that the air 
importance of Iraq to the Empire is so 
great that the existing scheme can never 
be substantially modified. His only sug- 
gestion on this point is that the British 
rights of intervention under the 1930 treaty 
should be so clarified as to provide a mu- 
tually satisfactory definition of the “British 
interests” which might be threatened. 
This suggestion is heartily seconded by 
Lord Lloyd who has contributed a brief 
foreword. 

Grayson Kirk 

University of Wisconsin 


CLARK, Grover. The Balance Sheets of 
Imperialism. Pp. xii, 136. New York: 
Columbia University Press, 1936. $2.75. 


Here is a well-documented volume which 
adds to the great quantity of existing 
literature on imperialism, a largely dis- 
tinctive approach. The author has col- 
lected and compiled a mass of statistical 
tables, principally concerning migration, 
general trade, and production of and trade 
in raw materials, pertaining to the world’s 
colonies and colony-holders, together with 
estimates of governmental expenditures in 
acquiring and maintaining colonies. He 
draws “Conclusions from the Evidence,” 
comprising nineteen concise pages of text. 
The conclusions condemn modern imperial- 
ism in the most emphatic terms. Since 
most, though not all, of the previous litera- 
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ture has dealt with the problem as a polit- 
ical or even an ethical one, this attempt 
at a factual and inductive “profit and loss” 
attack is noteworthy, and lends some sub- 
stance to the threefold indictment: “the 
population fallacy,” “the trade fallacy,” 
and “the raw materials fallacy.” 

Despite the sweeping condemnation of 
the imperialistic system as non-profitable, 
the author recognizes the difficulties in the 
way of changing it over-night, and under 
the heading “A Forward Step” makes the 
already familiar suggestions that the open 
door be maint&ined in the colonies and that 
this policy be supervised by the League of 
Nations. 

To differ with the author’s conclusions 
might seem to call for the compilation of an 
equal mass of rebuttal figures, but several 
questions may be raised. The fallacy of 
the population outlet idea probably has 
already become clear to many students of 
the subject (or at least it has to the re- 
viewer); the phrase has tended to be used 
by governments as a mere excuse. How- 
ever, when one turns to the trade-and- 
raw-materials aspect there may be room 
for differences of opinion, as in the method 
of compiling and interpreting the statistics. 
See the Tariff Commission’s study of some 
years ago giving statistics of inter-empire 
trade; also the reviewer’s International 
Economic Relations, cited in the author’s 
book. Another debatable point is the au- 
thor’s tendency to exclude, in some of his 
reckoning, the British Dominions, on the 
ground that they are practically independ- 
ent. They are, and their makeup is very 
different from that of tropical dependen- 
cies. But they are a part of the British 
Empire, just the same. Perhaps the true 
point here may be that some empires are 
more successful and others much less so, 
owing to natural differences and to differ- 
ences in the degree of intelligence in the 
formulation of the policies of the mother 
country, and indeed also of the other por- 
tions of the empire. 

To offer but one further critical sug- 
gestion, it should be recalled that migration 
and trade are not the only inter-empire 
economic processes. For example, there 
are the investments and the extensions of 
enterprise which have played so large a 
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part in the development of the areas sub- 
ject to political and also to purely eco- 
nomic imperialism. These processes, it 
seems to the reveiwer, the author has not 
taken sufficiently into account. 

Mr. Clark’s fact-and-figure approach is 
admirable, even though he states his con- 
clusions so strongly as to suggest the pos- 
sibility of some predilection before they 
were drawn. Some of his figures are very 
telling in exposing the unprofitableness of 
some features of some cases of imperial- 
ism. But even on the basis of statistics, 
the old argument may nob yet be com- 
pletely resolved. The reader will probably 
be interested in noting the author’s state- 
, ment that his factual compilations underly 
his less technical book, A Place in the 
Sun. 

Joan DONALDSON 

George Washington University 


SHOTWELL, JAMES T. On the Rim of the 
Abyss. Pp. xiv, 400. New York: Mac- 
millan Co., 1936. $3.00. 


Professor James T. Shotwell, like others 
who have cherished hopes of law and order 
in the community of nations, now finds him- 
self On the Rim of the Abyss. But the 
book to which he gives this title is not 
about the abyss on the rim of which he 
finds himself. The author has not given 
up hope. He has paused to look backward 
and to take his bearmgs. The abyss of 
war of which he writes is not, like Dante’s 
Hell, devoid of hope. It is one in which 
“the fires still lie dormant” and “the na- 
tions, buttressed by the shield of their com- 
mon purpose, move up circle by circle to- 
ward the light.” 
United States, “relatively safe on the outer- 
most rim,” must lend a helping hand. The 
argument of the volume is that nations 
face differing degrees of risk of war and 
have differing degrees of national interest 
in the situations leading to war. They 
should, therefore, modify the plan of the 
League Covenant, which sought to force 
them all into a common mold, and assume 
differing degrees of responsibility for the 
organization of collective security. 

The author reviews, competently and 
reflectively, the struggle for peace in the 
post-Versailles epoch. He is not disheart- 
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ened by the years of frustration. He offers 
not merely optimism, but a plan—another 
plan. He would “take war out of the 
Covenant” by abandoning sanctions (save 
for voluntary and special bilateral or multi- 
lateral mutual assistance arrangements) 
and by making the Pact of Paris the only 
universal obligation of League members. 
The United States, thinks Professor Shot- 
well, could and would join such a League, 
as proposed in Senator Pope’s resolution of 
May 7, 1935. He proposes a category of 
“associate membership” if full member- 
ship in his diluted League will not meet 
with American approval. He offers other 
suggestions. And he offers many admoni- 
tions and exhortations. 

Over all these pages—ably conceived and 
carefully written—there hangs a shadow of 
pathos and unreality. The League Pow- 
ers, haunted by the ghosts of those they 
have betrayed, and paralyzed with sicken- 
ing fear before the prospect of a catastrophe 
which they are impotent to prevent, may 
indeed re-shape the Covenant along the 
lines here suggested. But the United 
States will not join. On the contrary 
other members will follow the recent exam- 
ple of Guatemala, Honduras and Nicaragua 
in quitting Geneva. And such a League 
will be of no avail in the face of impending 
doom. If the governments and the publics 
of the status quo Powers possessed suffi- 
cient foresight and energy to create a work- 
able system of collective security, they 
could do so easily with the Covenant as it 
now stands. Lacking such foresight and 
energy, they can do nothing but arm 
feverishly and await disaster. The prob- 
lem of peace is not, and has never been, a 
problem of procedures, machinery, pacts 
and convenants. It is a problem of atti- 
tudes and values, of the persistence of an- 
cient prejudice and stupidity, of the timid- 
ity of peace-seekers, of the provincialism 
and short-sightedness of irresponsible 
blunderers, of the utter bankruptcy of 
democratic diplomacy. For these maladies 
there is no present cure, even on the rim of 
the abyss. Professor Shotwell’s valiant 
effort to put Humpty-Dumpty together 
again in a new form is—alas!—wholly ir- 
relevant. His book will not become the 
charter of a new League, but the epitaph 
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of one which. has died. He has mistaken 
sunset for dawn. 
Frepericx L. SCHUMAN 
University of Chicago 


RoYAL INSTITUTE OF INTERNATIONAL ÅF- 
FAIRS. The Balkan States. I. Eco- 
nomic. Pp. 155. New York: Oxford 
University Press, 1936. $2.00. 


This small volume, prepared for, and 
with the assistance of, the Information De- 
partment of the Royal Institute of Inter- 
national Affairs, sketches a review of the 
economic structure and development of the 
five states which with certain exceptions 
once formed part of the Ottoman Empire 
—that is to say, Albania, Bulgaria, Greece, 
Roumania, and Yugoslavia. It is true, of 
course, that the grouping is somewhat 
artificial, because the five states in no sense 
form an economic unit. In many ways 
Roumania and Yugoslavia belong to the 
Danubian and Central European region, 
while Albania, because of political reasons, 
belongs to the Italian sphere, and the eco- 
nomic structure of Greece differs radically 
from that of the other countries. The five 
states, nevertheless, share certain char- 
acteristics, and this examination of their 
essential structure and development, and 
their commercial and financial relations 
with other states will be found useful by the 
students of international economic rela- 
tions. The style is content, for the most 
part, to jog along at a pedestrian gait; oc- 
casionally it is lax or turgid. Hence this 
is more a work of reference than a readable 
volume of “required readings.” 

Josepx S. Roucex 

New York University 


STEED, Henry Wickxuam. Vital Peace. 
Pp. vii, 346. New York: Macmillan Co., 
1936. $2.75. 


Mr. Henry Wickham Steed, a venerable 
English journalist and one of the leading 
war makers of 1914, now turns to a con- 
sideration of the peace problem. Mr. 
Steed had as much to do with creating the 
war psychology in the years before 1914 as 
any nonpolitical figure in Europe. He was 
one of the most prolific writers on Austrian 
and German policies, and did more than 
any other single person to inflame the 
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Anglo-American world against Austria and 
Germany, especially the former. He is 
also well known as the author of the famous 
Konopischt Legend, representing the 
World War as having been plotted by Wil- 
liam the Second and Franz Ferdinand. 

The present book might ostensibly be 
regarded as a sort of intellectual penance 
on the part of Mr. Steed. But a reading 
of the book reveals that it is hardly such. 
Hostility to Germany still pervades his 
writings. He assails the Germarty of 1914 
and contends that the Germany of this 
former age amd of the Hitler period rep- 
resent the real Germany, with the period of 
the Republic interpreted as an abortive 
and fictitious “strange interlude.” 

Mr. Steed considers the case for.and 
against war; the modes of achieving peace; 
actual accomplishments along this line; the 
League of Nations, Locarno, and the Kel- 
logg Pact; and the knotty problems of 
neutrality and sovereignty. 

There is little determined realism in the 
book. Economic issues receive slight at- 
tention. In discussing the Kellogg Pact 
we get little intimation that it was de- 
stroyed by the French and British reserva- 
tions, which omitted from the operation of 
the pact most probable types of wars. 

In short, while the book is written in 
Mr. Steed’s characteristically interesting 
style, it can fairly be said that it makes no 
substantial contribution to the problem of 
peace, while it does perpetuate a large 
number of misconceptions and prejudices 
which helped to make war in 1914 and will 
probably exert a comparable influence in 
making for another world war. 


Henry ELMER Barnes 
Auburn, N. Y. 


WuEuEELER-BennNerTT, Joan W., and STEPHEN 
Hearn. Documents on International 
Affairs 1935. Pp. xi, 316. London: 
Humphrey Milford, 1936. 


These documents on European diplo- 
macy for the year 1935 would seem to 
prove that the year was not a happy one 
for Europe. The first important move 
was the Franco-Italian understanding 
which seemed to promise peace on the basis 
of collective security for Europe at-the ex- 
pense of Italian expansion in Africa. The 
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collective security phase gained momentum 
when Great Britain backed the Franco- 
Italian program. 

The next major step was to invite Herr 
Hitler into the circle. Lest he fail to ap- 
preciate the gravity of the invitation, both 
Great Britain and France announced new 
defense, programs on the eve of the nego- 
tiations. Herr Hitler met the situation by 
a unilateral denunciation of the arma- 
ments clauses of the Treaty of Versailles. 
Thus he "demonstrated equality of rights 
for the Germans in the matter of arma- 
ments. ° 

The collective security program broke 
down just as it was to become universal. 
Nothing effective was done to stop Ger- 
man rearmament. In fact, when the mat- 
ter was discussed in the Council of the 
League of Nations, Turkey and Austria 
took the opportunity to state their griev- 
ances growing out of the Versailles treaty. 
The British decided to make the best of 
a bad situation by making an agreement 
with Germany whereby the Germans would 
be given 35 per cent of the British naval 
strength. This angered France. 

Great Britain also tried to get an Air 
Pact to limit air armament in Western 
Europe. In order to get this it was neces- 
sary to support the Eastern Locarno agree- 
ment. Herr Hitler, however, was not will- 
ing to enter into an agreement with Soviet 
Russia. France and Czechoslovakia then 
tried to get mutual assistance treaties with 
Russia. These were violently opposed by 
the Germans, who saw in them a violation 
of the Locarno agreements. Sir Samuel 
Hoare might well regret the passing of the 
time when Great Britain “had undisputed 
naval supremacy ... few or no trade 
rivals,” and when Englishmen could live 
“complacently, peacefully, and usually 
prosperously.” 

The problem in Europe is to harmonize 
the views of those who look back to a 
glorious past and those who look forward 
to a glorious future. ‘Those who have want 
the status quo, and collective security seems 
to be one way to get it. Those who 
have not want change, and bilateral agree- 
ments seem to them the much more logical 
approach to diplomatic problems. Neither 
group is much interested in the means. 
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Both groups place the emphasis on the re- 
sults. 
JACOB C. MEYER 
Western Reserve University 


Berserr, F. J. (Ed.). Locarno: A Collec- 
tion of Documents. Pp. xiv, 405. Lon- 
don: William Hodge & Co., Ltd., 1936. 
12/6. 

This excellent collection of seventy-six 
diplomatic documents, which is concerned 
with the causes and events leading to the 
conclusion of the Locarno treaty and to its 
recent denunciation, has been selected for 
the enlightenment of English readers by 
Dr. F. J. Berber, director, Research De- 
partment of the German Academy of Po- 
litical Science, Berlin, and director of stud- 
ies of the Institute of International Affairs, 
Hamburg. It is the best presentation of 
the German case for the denunciation of the 
Locarno Pact and of Part three, Section 
three of the Versailles treaty which has ap- 
peared to date. 

The first eleven documents include 
Marshal Foch’s memorandum of January 
10, 1919, the security treaties, Dr. Cuno’s 
offer, the treaty of alliance between France 
and Czechoslovakia of January 25, 1924, 
and the conclusion of the Locarno Pact. 
Documents 12 to 16 contain the text of the 
Rhine pact of Locarno and all subsidiary 
pacts. Documents 17 to 30 present the 
most important facts of the period from the 
signing of the treaty between Germany and 
the Union of Soviet Socialist Republics, 
April 24, 1926, to the conclusion of the 
Franco-Soviet pact of mutual assistance, 
May 2,1935. Germany’s withdrawal from 
the League of Nations and the Disarma- 
ment Conference, her agreement with 
Poland, and the international protests 
against Germany’s rearmament are in- 
cluded in this section. Documents 31 to 
40 explain the Franco-German diplomatic 
conflict from the conclusion of the Franco- 
Russian pact to its ratification by the 
French Chamber. ‘Thirty-four additional 
documents, about half the book, deal with 
the subsequent European problems from 
March to May, 1936. 

The official German explanation of the 
events which led to the denunciation of 
the Locarno treaty is ably summarized by 
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Ambassador von Ribbentrop in the preface 
to this collection. The demilitarization of 
the Rhineland should, after Locarno, have 
resulted in the disarmament and repose of 
Europe. Yet France pursued her policy of 
hostility and military alliances against 
Germany, culminating in the Franco-Rus- 
sian military alliance. The consequence 
was the German initiative of March 7, 1936 
and the Leader’s offer of a new peace plan. 

The editor has scrupulously followed the 
principle of objectivity in selecting these 
documents, but has refrained from any 
editorial comment. He has neither sub- 
divided these materials nor prepared intro- 
ductory notes for each of the five subhead- 
ings, which he does not explain in his 
general introduction. The reviewer regrets 
the omission from this intreduction of cer- 
tain historical generalizations which Her- 
mann Oncken wrote in 1924 for the Ger- 
man translation of the French documents 
on security. The editor states: “Every- 
thing which has a direct bearing on Locarno 
no matter which side it comes from has been 
presented.” This assertion is open to ques- 
tion. Professor Riithlmann has printed in 
Rheinische Schicksalsfragen, Schrift 18/20, 
pages 182-209, excerpts from Paris Peace 
Conference documents which strengthen 
the German position concerning the Rhine- 
land problem. On the other hand, the 
German proposal transmitted to Herriot 
by the German ambassador in Paris on 
February 9, 1925, is not included in this col- 
lection. But this is not the most important 
omission. From the vast amount of mate- 
rials concerning Locarno in the second vol- 
ume of Stresemann’s Vermdchtnis, Dr. 


Berber has not selected even one German , 


document. Stresemann’s speech to the for- 
eign affairs committee of the Reichstag on 
the security memorandum, March 11, 1935, 
contains, in the reviewer’s opinion, invalu- 
able information for the historical student 
of Locarno. Leaving Stresemann out of 
the Locarno drama is Hamlet without 
Hamlet. 

In his selection of materials published 
since 1933, the editor has revealed his pro- 
found knowledge of German foreign policies 
as well as of those of the Locarno powers. 
The reviewer notes that Chancellor Hitler’s 
historic 120-minute speech to the Reichstag, 
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May 21, 1935, is given in the text, which is 
almost unknown abroad, in its entirety. 
Important French documents are repro- 
duced in the original French text, “as every 
Englishman who is interested in foreign 
politics may be assumed to have a knowl- 
edge of French.” 

The editor has presented practically 
every key document bearing on the problem 
since 1933. Especially commendable is his 
selection of French materials to show the 
conflicting viewpoint of France.” Without 
this comprehension of the clash of national 
policies, the @ditor concludes that “no real 
understanding between the peoples of Eu- 
rope is possible.” 

Rarra HasweLL Lurz 

Stanford University 


Wucox, Francis O. The Ratification of 
International Conventions. Pp. 349. 
London: George Allen & Unwin, Ltd., 
1935. $3.50. 


This is a monograph on the problem of 
ratification of international and particularly 
multilateral treaties. It is a careful study, 
based on an accurate survey of documen- 
tary materials and on a knowledge of the 
whole pertinent literature. It contains a 
valuable bibliography and index. 

The author treats his problem first from 
a theoretical standpoint. The questions of 
the legal significance of signature and of 
the necessity for ratification, of the ex- 
change or deposit of ratification instru- 
ments, and of reservations, adhesion, or 
accession are discussed. The principal sys- 
tems of treaty-making power—chief of 
state alone, the parliamentary system of 
Great Britain, and the American and 
French systems—are analyzed. Most of 
the author’s statements concerning positive 
international law are correct. This refers 
not only to undisputed theses, e.g., that no 
treaty is binding without ratification unless 
it contains a provision to the contrary, or 
that signature does not create a legal obli- 
gation to ratify, but also to those in con- 
troversial matters, as, eg. a correct 
juridical explanation of the procedure of ac- 
cession, or the cognition that it is not the 
consent which makes the treaty binding, 
but the fulfillment of legal conditions pre- 
scribed by the supra-ordinated interna- 
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tional juridical order, or the cognition that 
in order to make a ratification interna- 
tionally binding, the constitutional require- 
ments of the ratifying state must have 
been met. 

It is true, this theoretical part is only a 
sketch. Many highly interesting and 
purely juridical problems are not consid- 
ered, for the author’s interest in the prob- 
lem of ratification is rather a practical than 
a theoretical one, rather a political than a 
juridical interest. 

Mr. Wilcox looks at ratification primarily 
in connection with a progressive develop- 
ment of multilateral conventions and he 
considers ratification rather as a hindrance, 
due to non-ratification or delay of ratifica- 
tion. The sociological reasons of these last 
mentioned phenomena are studied and are 
found to exist either in the “governmental 
inertia” of the executive department or, 
more often, in the attitude taken by legis- 
lative bodies toward international treaties. 

It is perfectly true that treaties signed 
and concluded but not ratified fail to pro- 
duce binding international law and may 
even seriously endanger the prestige of 
international organizations. The author 
therefore studies the efforts which the inter- 
national community has hitherto made to 
deal with this problem. 

Generally speaking, two ways are pos- 
sible: first the elimination of ratification, so 
that international agreements become bind- 
ing by signature alone. This is the case 
with so-called “executive agreements” and 
“gentlemen’s agreements,’ which become 
binding by the signature of the chief execu- 
tive on the basis of a special power given 
him to this end by the legislative depart- 
ment. To the same category belong direct 
legislative acts of international organs as, 
e.g., the European Commission of the 
Danube, or directly binding resolutions of 
the League of Nations. 

The second way is to retain the necessity 
for ratification but to create special ma- 
chinery to make special efforts for securing 
and speeding ratification. In this connec- 
tion the author makes a detailed study of 
the corresponding records of the Pan Ameri- 
can Union, the League of Nations, and es- 
pecially the International Labor Organiza- 
tion. Everyone who knew the first director 


of the last named organization, Monsieur 
Albert Thomas, knows that the failure 
of ratifications was his nightmare, that the 
effort of securing ratifications was his con- 
stant business. 

In his concluding remarks the author sug- 
gests that these efforts be continued and 
strengthened. He is too realistic not to 
know that, for the time being, only an im- 
provement of the present process is pos- 
sible; that a total abolition of the necessity 
for ratification (i.e., the creation of a pro- 
cedure of international legislation not by 
diplomatic conferences but by a direct in- 
ternational legislating body, in other words, 
the creation of laws, not of draft treaties) is 
not to be hoped for in a world of “sov- 
ereign”’ states. 

Josef L. Kunz 

University of Toledo 


Revue internationale des Études Balkan- 
iques. Vols. HI and IV, pp. 629. Beo- 
grad, Yugoslavia: Imprimerie Minerva, 
1936. De luxe edition, 250 dinars. 
More than a year ago the Institut Bal- 

kanique, only recently organized through 

the efforts of more than two hundred schol- 
ars interested in the study of Balkan and 

Near Eastern studies, published its Revue, 

with a series of distinguished articles from 

authoritative pens. Almost every phase of 

Balkan life was treated—history, politics, 

economics, anthropology, social and intel- 

lectual life, geography, language, literature, 
and philology. Volumes I and II of the 

Revue were justly received with wide ac- 

claim as a new beginning in the study of 

Balkanology. 

Volumes IHI and IV, which have just ap- 
peared, fulfill the promise of the first year’s 
efforts. These volumes contain a vast 
wealth of materials which should interest 
both the specialist and the more general 
student. A brief review can only indicate 
a small portion of the information made 
available to students of Balkan and Near 
Eastern problems. ‘Vhere are, for instance, 
several excellent articles dealing with Bal- 
kan archeology, particularly at Vinča and 
Trebeniste, Yugoslavia. Students of an- 
cient and medieval history will find authori- 
tative essays treating of public and private 
life in the ancient Balkans (Picard, Paris) , 
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the Balkans under Rome (Egger, Vienna), 
Balkan civilization in the Byzantine period 
(Charles Diehl, N. Iorga, and I. Sakazov) , 
and so forth. The development of Balkan 
law is discussed by Professor Kauschansky, 
of Bucharest, and Professor Soloviev, of 
Beograd. Several well-known philologists 
have written on the various phases of 
Balkan philology. A large portion of the 
present volume is devoted to the develop- 
ment of Balkan culture. There are, as an 
example, several essays on education, sci- 
ence, literature, folklore, music, and the arts 
in the different Balkan countries. Finally, 
the problems of recent economic and politi- 
cal collaboration are analyzed at some 
length. 

The Balkan Institute is to be congratu- 
lated on the publication of its present 
volumes. Its work is more than a contribu- 
tion to scholarly and intellectual collabora- 
tion in the Balkan Peninsula, important 
though that is. It is a work which points 
a way toward a broader coöperation among 
the leaders of the Balkan peoples. The 
continued publication of La Revue Inter- 
nationale des Etudes Balkaniques is a very 
hopeful sign. Those who are interested in 
any phase of Balkan studies can hardly 
afford to be without these volumes. It is 
to be hoped that they will become widely 
known throughout the United States. 

Harry N. Howarp 

Indiana, University 


Harris, Davin. A Diplomatic History of 
the Balkan Crisis of 1875-1878. The 
First Year. Pp. viii, 474. Stanford 
University: Stanford University Press, 
1936. $4.00. 


There is no doubt that the Balkan crisis 
of 1875-1878 played an important rôle in 
the development of events which finally led 
to the Great War. A detailed study of 
this period is therefore welcome. The pres- 
ent volume treats of the first year of this 
crisis, from July 1875 to July 1876. 

The author begins by giving the back- 
ground of the crisis: the general situation 
of the “sick man of Europe”; the continu- 
ous troubles in Turkey; the status of the 
then Turkish provinces of Bosnia and 
Hercegovina; the pro-Turkish policy of 
Great Britain and of her Prime Minister 
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Disraeli; the policy of “the most interested 
neighbor,” Austria-Hungary, and of her 
Foreign Minister Andrassy; the policy of 
Russia and her chancellor, Gorchakov; the 
Yugoslav problem; and the policy of Serbia 
and Montenegro. 

The crisis began with a relatively small 
anti-Turkish revolt in Hercegovina. An- 
drassy, dominating the scene, was, as a 
Magyar, against annexation, and as an 
Austro-Hungarian against a great Yugoslav 
state. His policy was directed toward a 
speedy pacification, giving the insurgents 
some satisfattion, but not allowing this re- 
volt to degenerate into a reopening of the 
Near Eastern question. He wished to act 
in unison with Germany; and Bismarck, 
uninterested in the Balkans, wished only to 
promote Austro-Russian unity. Andrassy 
was also eager to collaborate, as far as pos- 
sible, with Russia, where Jorchakov’s pro- 
Western policy had the upper hand over 
Ignatiev’s policy of direct Russian action. 
But the different devices proposed by 
Andrassy to bring the rebellion to an end 
and to keep Montenegro and Serbia from 
going to war against Turkey, failed. So 
did the mission of the consuls and the 
Andrassy note, although accepted by the 
other Great Powers of Europe; so did the 
Austro-Russian negotiations over the de- 
mands of the insurgents and the Berlin 
Memorandum. 

The reasons for these failures were mani- 
fold: the impotence of the Turks to bring 
the rebellion to an end, and, on the other 
hand, their maneuvers to escape collective 
intervention and reforms; the fact that 
Sultan Abdul-Aziz was deposed by a coup 
d’état; Great Britain’s aloofness in the later 
development; differences between Austria 
and Russia, for whereas Andrassy remained 
firm in his determination to block the de- 
mands of the insurgents, official Russia was 
giving way to the rising current of Slavic 
sympathies in Russia; and finally, the fact 
that the insurgents insisted on their de- 
mands and that Serbia and Montenegro, in 
spite of all warnings, went to war against 
Turkey. 

These are, in a few words, the events 
which the author narrates in great detail. 
His method is strictly scientific. The study 
is based on all published documents and 
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some unpublished sources, on contemporary 
material, on the many biographies and 
memoirs of the principal actors in the crisis, 
and on all available literature. The study 
is done with painstaking care. The author 
has even checked, in many cases, all the 
published documents covering these years 
against the original manuscripts in the ar- 
chives of the corresponding capitals. There 
is practically not a single sentence, not a 
single line, in this book, for which a diplo- 
matic document is not quoted as a source. 
Certainly, the author has a right to tell us, 
in the preface, that the work has been done 
“with the historian’s microscope.” 

Apart from its historical value, the au- 
thor considers this particular crisis also as 
a typical case of nineteenth-century inter- 
national relations, “bewildering because of 
the diversity of national and individual 
stakes involved and because of the long 
train of talk and action.” 

Joser L. Kunz 

University of Toledo 


Koun, Hans. Western Civilization in the 
Near East. Pp. xi, 829. New York: 
Columbia, University Press, 1936. $3.50. 


Professor Hans Kohn is well prepared 
for the task he has performed in his latest 
- volume. Born in Prague, in the old Dual 
‘Monarchy, he early became a student of 
the problem of nationalism. He has trav- 
eled throughout the Near East and taught 
for several years in Jerusalem. Already he 
has enriched our knowledge of funda- 
mental forces in the Near East in such 
volumes as his History of Nationalism in 


the East, Nationalism and Imperialism in | 


the Hither East, and Nationalism in the 
Soviet Union. 

The essential theme of professor Kohn’s 
latest work is the modernization of the 
Near East along the lines familiar in the 
Western European culture area during the 
past four hundred years. As the author 
points out, “the spread of modern eiviliza- 
tion, which has become the outstanding 
and dominant factor of the history of the 
nineteenth and twentieth centuries, has 
been called the Europeanization of man- 
kind.” European domination, he believes, 
is coming to an end in the Near East. To 


free themselves, the rising nations of the 
Near East (and elsewhere) are adopting 
European techniques, European science, 
and European attitudes. Today the pro- 
cesses of industrialism, nationalism, and 
secularism are transforming the Near 
Eastern peoples. 

After a brief introduction, the author 
discusses the “environment” of the Near 
East, in which he points out the essential 
unity of the Mediterranean region in cul- 
tural outlook, physiography, and climate. 
He follows with a brief but lucid sketch of 
the history of man and his institutions in 
the Near East, from the ancient to the re- 
cent period. It is against this background 
of environment and history that the anal- 
ysis of westernization is projected. Three 
chapters are devoted to world communica- 
tions in this crossroads of empire, world 
economics (cotton and oil being of super- 
eminent importance), and world polities. 
No factor of importance in these realms of 
activity is neglected. A final chapter is 
devoted to the methods and the problems 
of Europeanization in the Near East. Pro- 
fessor Kohn writes that “the transforma- 
tion now in progress all over the world is 

. essentially a uniform process.” Fun- 
damentally this process represents an 
adaptation “to the intellectual, economic, 
and social elements of existence which have 
spread over the world from Western 
Europe.” Europeanization has come most 
rapidly and thoroughly in states like 
Turkey which are now independent. The 
first essential is an independent govern- 
ment “intimately associated with the na- 
tive population and its interests.” A 
second consideration is contact with the 
outside world through trade and commerce. 
A third is the character of the people. In 
some detail the author traces the moderniz- 
ing process in Turkey, Iran (Persia) , Syria, 
Iraq, Saudi Arabia, and Egypt. The book 
concludes with an excellent bibliography 
of some fourteen pages, which should be 
exceedingly useful to all students. 

Western Civilization in the Near East is 
interesting, easily readable, popular, and 
thoroughly scholarly. It is a lucid treat- 
ment of developments none too well known 
in the Occident. The volume should find 
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its way to the library of every person in- 
terested in Near Eastern problems. 
Harry N. Howarp 
Indiana University 


Morrow, Ian F. D. The Peace Settle- 
ment in the German-Polish Borderlands. 
Pp. xiv, 558. New York: Oxford Uni- 
versity Press, 1936. $10.00. 


For a thousand years Germans and Poles 
have been fighting for the possession of the 
Eastern Marches. The warfare still con- 
tinues in other forms and with new weap- 
ons. That is the theme of this book, which 
presents the results of researches by a 
British scholar into what has happened 
since the World War in Eastern Europe. 
Mr. Morrow has based his study of the 
problems of Danzig, the “Corridor” and 
Memel upon personal observation in the 
territories, as well as upon exhaustive study 
of the documentary evidence. In addition 
to providing a good historical background, 
the author stresses throughout the study 
the importance of the racial aspect of the 
problem and demonstrates that “every 
other aspect—economic, political, social, 
and even religious——has been found to show 
traces of the presence of racial antagonism.” 

This is an important book, one of the 
first in its field, and certainly the only one 
which deserves a genuine, if rather special, 
popularity, because it claims, and is, im- 
partial. Its scholarship is excellent. It is 
only at rare intervals that the author slips 
into some minor inexactitude. We learn, 
for instance, that “the responsibility for the 
occurrence of the cisputes that have arisen 
between Danzig and Poland from 1920 to 
1935 as well as for the tension between 
them to which these disputes gave rise must 
be ascribed in a fundamental and origina- 
tory sense to the failure of the Peace Con- 
ference in Paris in 1919 to define unmis- 
takably the rights and privileges enjoyed 
by Poland in the port of Danzig and the 
obligations undertaken by Danzig towards 
Poland. The same may be said of the 
clauses of the Treaty of Versailles and of 
the Convention and Statute of Memel.” 
This is a faulty conelusion, purely legalistic, 
and of the type which is constantly pro- 
pounded by the group of international law- 
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yers gathered around the Carnegic Endow- 
ment for International Peace. It assumes 
that a better definition of some pomt of 
international law or agreement can prevent 
social changes and processes. It is another 
example of the reasoning which cannot 
understand the causes for the progessive 
weakening of the League of Nations and 
assumes that by having more definite agree- 
ments we shall have less and less of inter- 
national troubles. One is inclined to wish 
that every Jegalist were obliged to take an 
introductory course in sociology and espe- 

cially in the field of social processes. 
Otherwise the author has succeeded well 
in what was obviously a difficult task. His 
outlines are clear and his material is kept 
firmly in hand. It is the leading study of 
this serious international problem. 
JosepH S. Roucex 

New York University 


Sramprer, Friepricu. Die vierzehn Jahre 
der ersten Deutschen Republik. Pp. 636. 
Karlsbad: Verlagsanstalt “Graphia,” 
1936. Ke 80. 


Friedrich Stampfer presents the most 
complete record so far published of “The 
Fourteen Years of the First German Re- 
public.” While the author’s preface mod- 
estly calls his book a “report,” parts of it 
attain the broad scope and the full-blooded 
life of true historical writing. It is not 
without special significance, however, that 
none of his chapters shows less tempera- 
ment and historical broadness than the 
first ones, which report the German Re- 
publie’s revolutionary childhood in the dry 
and unconcerned voice of a recording clerk, 
For many years Mr. Stampfer was the 
distinguished editor of Vorwaerts, the So- 
cial Democratic Party’s leading daily paper, 
member of the Reichstag and of his party’s 
steering committee. In telling the story 
of the November revolution in 1918 and of 
the Social Democrats’ ascent to power he 
might be expected to grow warm if not 
enthusiastic. But he does not; on the con- 
trary, he appears to feel rather embar- 
rassed by any sign or action of political 
passion and force. The significance of 
this observation becomes clear when in his 
concluding chapters Mr. Stampfer discusses 
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his party’s submission without a fight to 
von Papen’s coup d’état in 1932 and points 
out that “Social Democratic history and 
mentality would not have justified the ex- 
pectation of another line of conduct.” 
This is the explanation to which the author 
resigns himself without asking why that 
great and highly organized republican party 
lacked the spirit and force to fight for its 
ideals and most valuable accomplishments. 
Could it be that there was too much or- 
ganization, too great reliance on organiza- 
tion and drill in this party and everywhere 
in Germany? n 

Of course, more than one factor con- 
tributed to the collapse of the German Re- 
public. Alert readers may unearth quite a 
few of them in following Mr. Stampfer’s 
detailed report of those fourteen years. 
Though occasionally gagged by his party’s 
spirit and discipline he is honestly bent on 
giving the true facts, nothing but facts and 
perhaps sometimes too many of them for 
the reader who is not a special student of 
the subject matter of the book. This 
should be no reason indeed not to welcome 
this valuable story of a great effort to raise 
once more a Germany completely defeated 
and crushed and “to raise it as a common- 
wealth of liberty, equality and social 
progress.” 

The Empire had broken down and the 
Germans had lost the World War because 
after more than four years’ suffering they 
were just worn out. The flesh had fallen 
from their bones and the weakness of their 
stomachs sank down into their legs, despair 
and desperation rose into their heads and 
hearts. Fourteen years later it was a very 
similar process of being worn out that 
crushed German democracy and the Ger: 
man Republic. Germans, generally, are 
not given to cowardice; when called upon 
in the right way they are ready to fight 
and to die for what they deem their duty, 
rights, interests or ideals. But they are no 
Spanish knights throwing away their lives 
for a ribbon of their Lady in imagination. 
It was almost exactly the same case when 
the republicans yielded to Hitler without 
a stroke and when the monarchists sub- 
mitted to any kind of humiliation without 
a shot in November 1918. In both these 
German revolutions the “loyalists” of the 
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existing régime themselves felt that their 
cause was dead and gone. Dying for the 
sake of a corpse made no sense to either 
of them. German republicans had not suc- 
ceeded in fourteen years in winning over a 
majority of the voters to the idea of gov- 
erning themselves in freedom and democ- 
racy; and, believing in democracy first and 
last, the Severings and Brauns believed not 
in defending by sheer force their own 
régime as the rule of a minority. 
Machiavelli might have registered an- 
other instance of a régime killed by the 
same process from which it had been born. 
WILHELM CoHNSTAEDT 
New York 


Ross, I. Cuunres. Australia and the Far 
East. Pp. ix, 810. Sydney: Angus & 
Robertson, Ltd., 1936. 7/6. 


There is a distressing confusion as to 
purpose running through this first publica- 
tion of the New South Wales Branch of the 
Australian Institute of International Af- 
fairs. The group is apparently not at all 
sure whether it is engaged in politico- 
economic studies of a fundamental nature 
or in trade promotion activities such as in 
this country are undertaken by foreign 
trade organizations and the Department of 
Commerce. Some of the papers included 
are definitely of the former character, while 
others, including that contributed by the 
editor, are decidedly of the latter char- 
acter. We thus have two books on our 
hands of which that devoted to politico- 
economic discussion is by far the most 
important. Department of Commerce 
publications, however interesting, do not or- 
dinarily rate reviews in the periodical press! 

The book opens with an excellent survey 
of the contacts between the Orient and 
Australia by S. H. Roberts, followed by a 
study of Australia and Oriental immigra- 
tion by Margot Hentze. ‘These two papers 
bring out clearly the basic elements in the 
outstanding Australian foreign policy, the 
so-called White Australia dogma, As Mr. 
Roberts makes clear, the oriental problem 
takes its origin from the class struggle, a 
point developed and emphasized by Miss 
Hentze. The original settlers of great 
wealth and limited labor resources planned 
to solve their problem by importing coolie 
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labor. Some of the most honored names in 
Australian history are associated with the 
movement. But as time went on a white 
laboring group developed and, except in 
times of labor shortage, the cry for coolies 
was rarely raised. From the first, the white 
workers vigorously opposed the introduc- 
tion of Oriental workers. When Chinese 
laborers flocked into Australia during the 
gold rushes of the middle fifties, the exclu- 
sion movements were largely of working- 
class origin. In later years the distinctly 
economic nature of the policy was lost 


sight of in the tremendous dust cloud of" 


race prejudice that was raised. Today 
there is hardly an Australian who does not 
subscribe to the White Australia dogma, 
usually on entirely un-economic grounds. 
Yet as the writers in this book insist, the 
economic argument is still the strongest at 
hand. As long’as the labor of the Orient 
is exploited to the extent characteristic to- 
day, Australia will remain White because 
her workers cannot face the competition 
Oriental laborers are prepared to give. 

Yet one of the curious contradictions this 
hostility has developed is that while Aus- 
tralia is very near the Orient, only a mini- 
mum of attention is given by university 
scholars to cultural, political and economic 
conditions in Asia. Equally interesting 
and perhaps far more portentous is the 
fact that Australians, without abating their 
White Australia program, are now seeking 
trade outlets in the Orient. This latter 
struggle accounts for the trade-promotion 
papers in this present volume. The de- 
velopment can be called portentous be- 
cause, as these papers prove, it is accom- 
panied by a very undeveloped sense of the 
realities of world politics. The Australian 
writers have what can best be described as 
an irresponsible attitude toward the nature 
of Japanese imperialism, an irresponsibility 
that grows directly out of a total failure 
to understand the internal configuration of 
Japanese capitalism. A similar lack of 
understanding is obvious in the discussion 
of the Netherlands Indies. When Sir 
Robert Garran talks about diplomatic pol- 
icy his remarks, therefore, have about the 
same relation to Pacific realities as the re- 
marks of a fairly well-informed clubman 
and no more, And this irresponsibility 
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rises to a great height in the papers deal- 
ing with trade promotion. 

There is something decidedly wrong in 
the Australian picture when a volume of 
papers so uneven in the understanding 
shown by the authors can be issued, and 
acclaimed in the Australian newspaper 
press. 

C. HARTLEY GRATTAN 

New York 


Strone, Anna Louise. Thise Soviet 
World. Pp.xi,301. New York: Henry 
Holt & Co.,61936. $2.00. 


“This Soviet World” is quite a different 
world from that in. which we are accus- 
tomed to live. At least Anna Louise 
Strong makes it appear so. She revels in 
pointing out the many contrasts between 
established institutions in the capitalist 
world and those evolving in the Soviet 
Union under socialism. 

Needless to say her verdict is invariably 
in favor of Soviet Russia, for there, as she 
sees it, a better world is being created, be- 
cause the basic means of production have 
been socialized, and human exploitation is 
being superseded by human coöperation. 

Men are making the Soviet world and 
the Soviet world is making men. Under 
these two major divisions the author dis- 
cusses a variety of topics, such as the transi- 
tion from dictatorship to democracy, the 
technique of leadership, the struggle for 
peace, and the plan for re-making human 
institutions as well as human beings. 

Like so many books that have been writ- 
ten about the Soviet Union, This Soviet 
World presents the truth, but not the whole 
truth. It depicts only the favorable side 


“of the story, and thus can easily give a 


very erroneous impression to the uniniti- 
ated. For one who has visited the Soviet 
Union several times in recent years, much 
that appears in This Soviet World is more - 
idealistic than real. Many individual epi- 
sodes and experiences related by the au- 
thor, based on her intimate knowledge of 
life in Soviet Russia, furnish an abundance 
of factual materials for her laudatory gen- 
eralizations. But actual experiences of 
quite another nature in the Soviet Union 
might lead anyone less sympathetic to 
totally different generalizations and con- 
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clusions. It is this lack of balance in pre- 
senting both sides of the story, by one who 
is so intimately acquainted with the Soviet 
scene, that is rather regrettable. 

To be sure, occasionally the author’s 
sense of proportion seems to rebel against 
her own eulogistic portraiture, and perhaps 
to soothe her own conscience she admits 
that there are plenty of stupidities and 
violences in the Soviet Union, yes-men and 
careerists, hardship and injustice, wastage 
of youth’ and life. But she regards these 
as the birth-pangs of a new social order. 
All man’s essential progress, she holds, costs 
heavily in human suffering. The Soviet 
Union has not escaped this law. 

Her sentimental glorification of the op- 
portunities for scientific progress in Soviet 
Russia ignores the fact that indoctrination 
and dogmatism are the antithesis of 
scepticism and doubt, the two mainsprings 
of scientific research. This Soviet World 
cannot lay claim to being a scientific in- 
quiry, but is rather a sympathetic analysis 
of the favorable aspects of the Soviet sys- 
tem. As such it can be read with pleasure 
as well as profit. 

Karu Scuorz 


University of Pennsylvania 


Tucker, Gusert Norman. The Cana- 
dian Commercial Revolution, 1845-1851. 
Pp. 258. New Haven: Yale University 
Press, 1936. $3.00. 


This is an excellent economic study of 
Canada during that decisive period “in 
which the British Empire underwent a far- 
reaching commercial and political trans- 
formation. Repeal of the Corn Laws in 
1846 and the abandonment of the mer- 


cantilist system in Great Britain rendered ° 


inevitable the development of colonial com- 
mercial autonomy; and the British Posses- 
sions Act of 1846 paved the way for 
Canada’s progress toward commercial in- 
dependence and a policy of industrial 
self-sufficiency. Moreover, apart from its 
results in the sphere of commercial policy, 
the abandonment of mercantilism in Brit- 
ain was a basic cause of the movement 
toward colonial self-government in general. 

In this volume Professor Tucker de- 
scribes the economic conditions and prob- 
lems which prevailed in Canada, and par- 
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ticularly in upper Canada, during this 
transitional period. The severe depres- 
sion of 1846-1849 was widely regarded in 
the colony as chiefly the result of British 
commercial policy. The Canadians in this 
period: completed an ambitious system of 
canals on the St. Lawrence with which they 
expected to capture the growing trade be- 
tween the American northwest and Europe. 
The failure of the river to achieve this ob- 
ject at the expense of the Erie route was 
regarded as the chief cause of the depres- 
sion and was almost wholly attributed to 
the sudden removal of the preference on 
colonial breadstuffs in the British market. 
To this argument Professor Tucker replies, 
first, that the failure of the St. Lawrence 
was not the primary cause of the Canadian 
depression and, secondly, that the repeal 
of the Corn Laws was not the fundamental 
reason for the failure of the waterway. Its 
inability to compete with the Erie route 
was largely the result of factors, chiefly 
geographical, which could not have been 
overcome by British or Canadian legislative 
action. The bulk of American grain ship- 
ments to Great Britain, Professor Tucker 
asserts, would have continued to go by 
way of New York even had the preference 
on breadstuffs from Canada been re- 
tained. Moreover, the tendency of Canada 
itself to trade via the United States had 
already become apparent after passage of 
the American Drawback Law of 1845 and 
was merely stimulated by the loss of the 
Imperial preference. Nor were the Navi- 
gation Laws responsible for the St. Law- 
rence’s lack of success, since their repeal in 
1849 did not augment its shipping re- 
sources. Professor Tucker regards the 
commercial distempers in Canada as pri- 
marily the result of an ordinary cyclic 
depression of world-wide scope. The re- 
versal of British policy, the famine migra- 
tion of 1847 and even the failure of the 
waterway, all “merely aggravated a malady 
which existed independently of them, and 
which would have occurred had they been 
absent.” Professor Tucker describes the 
political discontent which developed in the 
province; the advocacy of various ex- 
pedients, including reciprocity and an- 
nexation, which were proposed as substi- 
tutes for the British preference; and, 
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finally, the disappearance of political agita- 
tion after the return of prosperity. 

This volume is a valuable study in the 
interaction between political and economic 
forces. Professor Tucker indulges occa- 
sionally in generalizations of considerable 
significance and his comments on the an- 
nexationist movement of 1849 are partic- 
ularly astute. 

Donar C. Masrers 

Ingersoll, Canada 


Sracey, C. P. Canada and the British 
Army 1846-1871. Pp. xi, 287. New 
York: Longmans, Green & Co., 1936. 
$4.20. 


This book, the fruit of careful research 
into a striking anomaly of the nineteenth 
century, should be read’ by every political 
scientist who is interested in the evolution 
of the British Empire. When Britain, in- 
spired more by fear than by faith, yielded 
to colonial clamor for self-government, and, 
moved by material self-interest, cut the 
economic ties of empire, she did not with- 
draw her garrisons. For nearly a quarter 
of a century, she still continued to bear the 
expense of defending colonies which she had 
ceased to control politically and commer- 
cially. 

This military vestige of the old empire 
stirred neither the resentment nor the con- 
science of the colonies. British soldiers in 
their midst suggested no danger to their 
new liberty, for imperial sentiment had 
sickened and seemed to be dying in Britain. 
The colonies were loath to pay for their 
emancipation the military price fixed by 
experts. The cost of the garrisons and 
fortifications they prescribed was relatively 
enormous, and colonial politicians could 
not think of stretching their slender budg- 
ets to cover it. In addition to poverty, 
they pleaded justice. The only external 
danger to the British North American colo- 
nies was from the United States, which 
country they would never provoke. Any 
attack from that quarter would come as a 
consequence of British policy over which 
they had no control. Was it not Britain’s 
duty to protect them against the possible 
consequences of her own actions? But 
poverty and Justice combined could not 
wholly explain the reluctance of the colo- 
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nies to bear military responsibility. Mr.. 
Stacey’s thorough documentation leaves no 
doubt of the existence of another factor. 
It was the survival of the immature colo- 
nial mind. The children were eager to 
take all they could get from a harassed 
parent. Colonial governments were not 
ashamed even to declare that the mother 
country should maintain the troops to pre- 
serve internal order. 

The story of Britain’s indulgence, as 
here set forth, provides considerable sup- 
port for the view that her empire was more 
the result thaf the cause of her strength 
and wealth, and that colonies were an ex- 
pensive luxury. The Dominion of Canada 
at its birth, two decades after the grant 
of responsible government, was costing the 
mother country £1,250,000 a year for 
troops, barracks, and fortifications. The 
British taxpayer got little military return 
for this large military outlay. For many 
years the home government had been striv- 
ing to shift the burden of colonial defence, 
only to be blocked by colonial resistance or 
the rise of international crises, the most 
serious of which was caused by the Civil 
War. But it was only a matter of time 
until a great reformer, Cardwell, assumed 
control of the war office, and courageously 
terminated the anomaly by “the recall of 
the legions” in 1871. Then, as the author 
shrewdly observes, imperial sentiment in 
the mother country was freed of its fiscal 
load and began to soar. He might also 
have observed that this long lack of bal- 
ance may have preserved the empire by 
preventing the political and commercial 
revolution of the forties from leading 

straight to colonial independence, and per- 
haps further in America. 
A. L. Burr 

University of Minnesota 


Cass, Lynn M. (Ed.). French Opinion 
on the United States and Mexico, 1860- 
1867, Pp. xxiii, 452. New York: D. 
Appleton-Century Co., 1936. $7.00. 


This book is a compilation of the reports 
of the procureurs-generaux from virtually 
every part of France, for the period 1860- 
1867, in so far as these reports deal with 
the economic situation created by the 
Civil War, and with the reaction of French 
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public opinion to the American struggle 
and to French intervention in Mexico. 

For the period in question, these officials 
dispatched quarterly reports to the Em- 
peror covering a wide range of subjects in 
great detail. They were, indeed, the chief 
reliance of Louis Napoleon is seeking to 
gauge the trends of French political 
thought and in assessing business condi- 
tions. In a judicious introduction Dr. 
Case points out the superiority of such 
materials to the comments of a controlled 
press and the utterances of subservient or 
hostile politicians, in judgi¥g the France 
of the period. . 

No doubt the procureurs-generaux were 
at times disposed to write what their Im- 
perial master wished to hear. No doubt 
they were not experts in the economic 
matters on which they often reported. But 
no one can peruse Dr. Case’s volume with- 
out becoming aware of the fact that there 
was much frank criticism in the field of 
politics and much amassing of valuable in- 
formation in the field of economies. It 
has been all too easy, moreover, in judging 
French opinion, to lean too heavily on the 
utterances of Paris newspapers. The re- 
ports of the procureurs-generaux, being 
drawn from every part of the country, 
have a peculiar value in giving proper 
weight to provincial opinion. 

In the strict sense, however, considerably 
less than half the book deals with French 
public opinion and fulfills the promise, of 
the title. The first 240 pages relate to 
economic conditions in France as affected 
by the Civil War. There is in these pages 
much material on the state of the French 


cotton industry during the years 1860- 


1867, and impressive evidence of the disas- 
trous effects of the American conflict on 
many other French industries which en- 
joyed a profitable export trade with the 
United States. But it is a pity that Dr. 
Case has not provided us with a more 
satisfactory summary of this part of his 
work. His brief introductory comment is 
rather meager, and far inferior to his pithy 
summaries of the sections on French 
opmion on the Civil War and on the 
Mexican expedition. 

These latter sections in general confirm 
rather than drastically alter views pre- 
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viously held. They demonstrate beyond 
peradventure the unpopularity of the 
Mexican adventure from the beginning. 
They demonstrate that the industrial situa- 
tion had much to do with the French efforts 
towards mediation in 1862 and the first of 
1863. They reveal a widespread sympathy 
for the South in the crucial years of the 
struggle. In short, they provide a more 
solid basis for previous generalization than 
has been afforded before. 

We cannot get inside Louis Napoleon’s 
own mind and determine how far he was 
influenced by the opinions of his agents, 
themselves the interpreters of a wider 
opinion. But we can see more clearly than 
ever before what that opinion was, thanks 
to Dr. Case’s work. 

DEXTER PERKINS 

University of Rochester 


Gamio, Manuseu. Hacia un Mezico 
Nuevo. Pp. viii, 231. Mexico City: 
The Author, 1935. 


In this book Dr. Gamio further develops 
his ideas and program for social and eco- 
nomic amelioration in Mexico which were 
first propounded in his Forjando Patria in 
1916. Like the latter, it consists of a num- 
ber of short articles—in this case twenty- 
eight—on various topics and phases of the 
same general subject; these are rather of 
the nature of essays, and naturally some- 
what disconnected, possibly written at dif- 
ferent times and now compiled. 

Dr. Gamio’s thesis in general is that 
Mexico’s problems are different from those 
of most other countries and must be ap- 
proached and solved in a different way. 
Mexico is heterogeneous, the population - 
being divided into three classes: the cul- 
tured urban class, prevailingly white in 
blood and European in culture, constitut- 
ing about 15 per cent of the total popula- 
tion; the tribal Indians, almost untouched 
by modern civilization, about 10 per cent; 
and the great mass of the people, possibly 
75 per cent, mixed in blood and in culture, 
mainly rural, poor and backward, with 
high birth and death rates. These, and 
not the European white veneer, are the true 
Mexicans, and upon improvement in their 
physical, social, economic, and intellectual 
status Mexico’s future must be based. Un- 
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fortunately very few scientific studies have 
been made upon this mass of people, and 
these, carried out by a trained personnel, 
in many diverse regions and from all 
points of view, are indispensable prereq- 
uisites. 

The relative homogeneity necessary for 
the development of a national culture, 
Gamio would bring about largely by an 
increase in immigration from the United 
States and from Europe, which would raise 
the proportion of white blood and the gen- 
eral cultural level. Repatriated Mexican 
emigrants who have learned better stand- 
ards of life and labor in the United States 
would be gathered into colonies apart from 
but adjacent to native centers, where they 
would not retrograde but would present 
good examples to their native neighbors. 
The encouragement of the use of a single 
language (Spanish), better means of com- 
munication, the minimum wage (which 
must be varied according to circumstances 
and locality), and the nationalization of 
certain large industries, all play important 
rôles in Gamio’s scheme. 

The educational value of the prison, in 
which even at present the standard of liv- 
ing is superior to that of the average peon, 
must be taken advantage of. Education 
must be improved and somewhat changed, 
not only by more and better schools, but 
also by adapting the education to the needs 
of the people, by education in the use of 
natural resources and similar matters. 

The peon has little physical stamina, 
largely because of his almost exclusive diet 
of maize or corn. The alimentation must 
be diversified and improved, and one of 
the best means of accomplishing this 
Gamio sees in the cultivation of the soy 
bean. Not only is this a better balanced 
food, but it produces a crop of high eco- 
nomic potentialities. It grows well in 
Mexico. To encourage its cultivation, 
Gamio would abolish the import duty on 
corn and so reduce the native corn harvest. 

As regards Mexico’s political future, 
Gamio believes it necessary to create a 
homogeneous nation before joining a fed- 
eration of nations. Mexico, in his belief, 
cannot and will not become communistic 
so long as more powerful nations with large 
economic stakes in Mexico remain capital- 
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istic. Nationalism should be inculcated 
before any other “ism.” 
J. ALDEN Mason 


University of Pennsylvania 


Parsons, Witrren, S. J. Mexican Martyr- 
dom. Pp. vi, 304. New York: Mac- 
millan Co., 1936. $2.50. 


« .. Can the Church be defeated in 
Mexico as it was defeated in England, in 
Sweden, in Prussia, as it was not defeated 
in Ireland and Poland? Can the Faith be 
wrenched out of a people’s soul? It has 
been in the paet, more than once. Can it 
happen here, in Mexico?” 

That, for Father Parsons, is the heart of 
the question which is involved in the reli- 
gious struggle in Mexico at the present 
time. In a country which, according to 
the governmental census, 1s 97 per cent 
Catholic, one may well ask: Why all this 
persecution of the Roman Catholic Church 
by the Government? 

Various answers have been given: The 
Church has entered into politics, it has 
kept the people of Mexico in ignorance and 
superstition, it is corrupt, it has long 
dominated and bled the masses, it has 
plotted against the Government, Mexico 
is priest-ridden, and so forth. 

Father Parsons claims that none of these 
accusations is true. What then is the 
reason for the conflict in this neighboring 
country to the south? He maintains that 
the desire on the part of the Government to 
dotninate “is the key to the enigma.” “The 
Government was totalitarian, as Hitler, 
Stalin, and Mussolini never were.” With 
Calles there was not only a hatred of the 
Church and religion, but “he simply could 
‘not tolerate that any other force than him- 
self should share with him domination of 
the people. This desire for power, his 
most obvious characteristic, drove him, and 
had always driven him, to refuse to allow 
a spiritual educating body like the Church 
to have any part in the Mexicans’ minds.” 

Whether or not one agrees with this 
analysis of the Mexican question by the 
editor of America will depend, the reviewer 
suspects, largely upon one’s religious affilia- 
tions. But it must be said that the author 
of Mexican Martyrdom is thoroughly 
familiar with the difficulties which the 
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Catholics have experienced in their pro- 
longed fight with the Government. The 
story of the destruction of churches and 
property, of religious life and expression, 
the invasion of private lives, the murders 
of priests and other Catholics, the ruthless 
suppression of what would in the United 
States ordinarily be regarded as the most 
basic human rights—all this is exceedingly 
well told. Moreover, it is given with ad- 
mirable restraint. 

Viewed historically, it might be well to 
recall that the Spaniards expelled the 
Jesuits in far more unmercifeil fashion than 
the present Government would’ do. The 
contemporary Mexican scene is a continua- 
tion of the age-long struggle between 
secular and religious forces which has pre- 
vailed in spectacular fashion, at one time 
or another, and in one form or another, in 
practically every country into which 
Christianity has been introduced. 

Ray H. ÅBRAMS 

University of Pennsylvania 


Ferranp, L. Problèmes d Economie Poli- 
tique et Sociale. Pp. xii, 933. Paris: 
Felix Alcan, 1935. Frs. 75. 

The volume under review is a treatise on 
selected social and economie questions. 
The author is a cultured French Army of- 
ficer who began to write on the social prob- 
Jem during his years as a German war 
prisoner. Although written by a non- 
academic author and intended for a non- 
academic public, the book is well done dnd 
makes good reading. 

After an interesting treatment of the 
rôle of the family and the state in social 
and economic life (Mr. Ferrand is funda- 
mentally a liberal and a believer in state 
nonintervention), there follows an exten- 
sive factual and theoretical discussion of 
the problems of unemployment, labor or- 
ganization, and collective labor contracts; 
of the economic and social consequences of 
labor unrest; of wages; and of the history 
‘and organization of the codperative move- 
ment. This is then followed by an analysis 
of the population problem, especially of 
such phases of it as urbanization, pauper- 
ism, and social disease, and their effects 
upon the rate of demographic development. 

Limitations of space do not permit an 
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extended critical discussion of the analyses 
presented in Mr. Ferrand’s volume. On 
the whole, the book follows conventional 
lines and, in spite of its size, offers little 
that is novel to the specialist; the exhaus- 
tive, well-phrased, and essentially sound 
treatment of some of the major social and 
economic problems confronting us today, 
which it contains, will, however, contribute 
to the enlightenment of the general reader 
for whose use the volume is primarily in- 
tended. 
Wiitiam G. WELK 
College of St. Thomas 


Mossa, Lorenzo. LI’ Impresa nell’ Ordine 
Corporativo. Pp.ix,173. Florence: G. 
C. Sansoni, 1935. Lire 12. 


This volume is the latest of a series of 
six monographs on the legal and economic 
aspects of Italian corporatism, currently 
published under the auspices of the School 
for Corporate Sciences of the Royal Uni- 
versity of Pisa. The five papers which it 
contains represent an attempt to break 
away from the paths of traditional legal 
theory and to deal in a novel manner with 
some of the fundamental legal problems 
which confront Italian business since the 
establishment in Italy of the Fascist cor- 
porate system. 

The book opens with an introductory 
essay on “Fundamental Problems of Com- 
mercial Law,” in which the author sets forth 
an eloquent plea for the recognition of 
modern business.enterprise as the center of 
commercial law. Modern commercial 
law, Dr. Mossa believes, must not be 
limited to the regulation of the relations 
between individual businesses or business 
men; it must become a legal system 
equipped to control all the acts of the 
modern business enterprise, those which it 
performs as an independent business unit 
as well as those which are more specifically 
the result of its actions as a member of the 
larger social organism within which it lives 
and operates. It is upon the importance 
of this second, social function of the law of 
business that the author especially insists 
in the remaining parts of the volume. 

As are most ventures into new and un- 
charted fields of theory, Dr. Mossa’s ideas 
are easily open to criticism; yet, whatever 
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one may think of their ultimate tenability, 
his opinions have the merit of being well 
stated, novel, and stimulating. As were 
its predecessors, this book is, on the whole, 
a worth-while contribution to the body of 
new legal and economic theory which is 
being gradually evolved in Italy under the 
ægis of the Italian Corporate State. 
Witiram G. WELK 
College of St. Thomas 


Hout, Jonn B. German Agricultural Pol- 
icy, 1918-1934. Pp. xii, 240. Chapel 
Hill: University of North Carolina Press, 
1936. $2.50. 


This work, which is the Heidelberg doc- 
toral thesis of the author, who is now in 
the Division of Farm Population of the 
Bureau of Agricultural Economics, deals 
essentially with the national philosophy to- 
ward agriculture and the influence of 
agrarianism upon the state in postwar 
Germany. It shows the relation of this 
postwar philosophy to the previous German 
thought and practice upon agriculture, to 
the political conditions existing after the 
war, to the food shortage, to inflation, to 
the fictitious prosperity following the 
Dawes and Young Plans, and to the “blood 
and soil” policy of National Socialism which 
began with the rise of Darré to national 
agrarian leadership in the complete totali- 
tarian state in 1933. 

' Present Germany has about three million 
farms of less than five acres, twenty thou- 
sand of more than three hundred and ten 
acres, and about two million in between 
which constitute their agricultural yeo- 
manry (Bauerntum). Farm policy in 
Germany has fluctuated in the number of 
rights and privileges which it has given 
respectively to these part-time farmers, 
yeomen, and overlords. However, since 
all German agriculture ordinarily produces 
only about four fifths of the calories needed 
for feeding the German people, a remark- 
able food shortage existed during the war. 
This continued for the nine months between 
the Armistice and the Versailles Treaty (in 
spite of the promises of the Allied Powers) , 
with the result that, according to the com- 
putations of Max Sering, 800,000 Germans 
died of malnutrition. 

The main problem of the revolutionary 
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government until 1920 was the food short- 
age. In spite of the Marxian ideology of 
the groups in power, the chief movement in 
agriculture was the continuation of the 
same food control as during the war. 
From 1920 to 1924 the liberal government 
was faced with the problem of inflation. 
This was the period of decline in govern- 
mental food administration, when the agri- 
cultural producers were brought more to 
the forefront as an active political power. 
From 1924 to 1932 the agriculturists were 
burdened with 1 heavy taxes and debts start- 
ing with the úse of land mortgages as one 
of the bases for the new currency of 1924. 
In this period agriculture became highly 
indebted through its direct and indirect 
contributions to reparations and to the ris- 
ing costs of government. From 1928 on, 
the depression became more and more 
severe in Germany. The agrarian regions 
turned more and more to National Social- 
ism, so that by 1933 the totalitarian state 
had become politically dominant. ‘This 
latter period was characterized chiefly by 
attempts to reduce farm indebtedness and 
by the organization of the yeomanry or 
middle-class farmers into a class of coloni 
adscriptitit (or adscriptiti: glebæ) based 
upon the entail of the farms as undivided 
units and the removal of their lands from 
the legal class of commercial or credit 
instruments. Each period had its own 
land settlement, taxation, and credit 
palicies. 

The book covers a great many details and 
presents conclusions. The author should 
be proud of the work, which is a credit to 
rural sociology in the United States. The 
reviewer does not see how one can under- 
stand postwar Germany unless one is well 
acquainted with the issues and facts set 
forth here in detail. The work obviously 
has meaning for other industrialized states 
in which the part-time farmers, yeo- 
men, and large landholders have common 
and differential interests respectively in 
controlling the political power of the 
state. 

CARLE C. ZIMMERMAN 

Harvard University 


Scuittur, Karu. Arbeitsbeschaffung und 
Finanzordnung in Deutschland. Pp.177. 
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Berlin: Junker und Dunnhaupt Verlag, 

1936. 

In the first theoretical chapter Schiller 
presents the main ideas concerning Ar- 
beitsbeschaffung i.e. increasing employment 
by governmental interference, brought for- 
ward in economic literature. The three 
. subsequent chapters describe the German 
policy 1925-34, giving a detailed survey of 
the administrative apparatus, the financial 
technique and the different channels of 
public investment. This part represents a 
valuable and, as far as the ypviewer is able 
to recognize without having access to a 
great part of the original sources, reliable 
source of information. It is, however, not 
correlated at all to the first chapter, the 
theoretical remarks in the chapters two to 
four being restricted entirely to the financial 
sphere. Thus, fundamental theoretical 
questions remain unanswered. What was 
the ratio between the primary employment, 
attributable to public investment, and the 
secondary employment caused by the in- 
creased spending of the primarily em- 
ployed? How was the balance between 
the public’s spending power and the supply 
of consumers’ goods maintained? How 
could domestic output be increased despite 
a limited volume of raw stuff imports? 
Only in possession of the answers to these 
questions one could form an opinion about 
the future of German employment. 

‘Hans Nesser 

University of Pennsylvania ° 


Evans, Grorce Heserron, Jr. British 
Corporation Finance 1775-1850. Pp. iii, 
208. Baltimore: Johns Hopkins Press, 
1936. $2.25. 


This little book deals with the origin of 
preference shares in England, and analyzes 
their functional importance and invest- 
ment characteristics during the years be- 
fore their status became crystallized. 

Clearly, the early issues of preference 
shares were not due to a desire to trade 
upon the equity. Such issues were resorted 
to by canal and railway companies which, 
having sold ordinary shares to the amount 
of the anticipated construction cost, found 
their estimates too low and needed addi- 
tional funds to finance the construction of 
their right of way. Borrowing was often 
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impossible owing to legal restrictions, and 
ordinary shares were hard to sell in such 
circumstances except at a considerable dis- 
count, so that an issue of stock had to 
possess outstanding privileges if it was to 
attract funds from the pockets of the 
public. 

By degrees this emergency character of 
preference issues gave way to the more 
normal use in corporate financing with 
which we are familiar today, and the rights 
of the preference shareholder diminished 
proportionately. He began “as a propri- 
etor with special, additional, well-protected 
privileges. After passing through a period 
in which his rights were being defined, he 
had become by 1850 a shareholder with a 
weakened prior claim to dividends and 
shorn of many of the lucrative privi- 
leges which he formerly possessed” (p. 
134). 

Mr. Evans has done his work thoroughly, 
as the footnotes and appendices amply 
show, and in doing it has written an in- 
teresting chapter on the history of corpora- 
tion finance. Moreover, the study throws 
some interesting light on the early develop- 
ment of transportation facilities in Eng- 
land, and upon the state of the capital 
market during the canal and railway booms 
of the early nineteenth century. 

F. Crrm JAMES 

University of Pennsylvania 


Toms, Laurence C. International Or- 
ganization in European Air Transport. 
Pp. xx, 216. New York: Columbia Uni- 
versity Press, 1936. $3.00. 


This study, which comes from the pen of 
a member of the Communications and 
Transit Section of the Secretariat of the 
League of Nations, explores a unique field 
of international endeavor. An introduc- 
tory chapter on the history of international 
control of aviation and of the relations be- 
tween civil and military aviation precedes 
a short chapter on competition and co- 
operation in international air services. 
This is followed by more extended chapters 
on the International Air Convention of 
1919 on CINA (Commission International 
de Navigation Aérienne). A chapter each 
is devoted to the subjects of bilateral agree- 
ments on air navigation, the unification of 
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private air law, the League of Nations and 
air navigation, and international organiza- 
tions other than CINA and the League that 
are concerned with the regulation of 
aviation. 

In a conclusion, the author expresses the 
opinion that international organization in 
European air transport, although beset 
with difficulties, has made some headway. 
The Organization for Communications and 
Transit of the League of Nations has 
rendered important services in the removal 
of obstacles to the progress of air transport. 
But, until a general disarmament conven- 
tion is concluded under the auspices of the 
League of Nations, containing provisions 
for the international control of both civil 
and military aviation, it is scarcely likely 
that there will be a more rapid advance 
towards the codrdination of the numerous 
national air transport undertakings in 
Europe. 

The study will prove disappointing to 
students of international organization, who 
naturally will expect more information re- 
garding the attempt of the Communica- 
tions and Transit Section of the League to 
promote international control of aviation 
than is found in the scant twenty pages of 
Dr. Tombs’ study. The work of CINA 
and of the CITEJA (Comité International 
Technique d’Experts Juridiques Aériens), 
to which the author devotes three times 
the space alloted to the League’s organiza- 
tion, has already been adequately dis- 
cussed in various excellent studies, while 
the League’s undertaking has never been 
satisfactorily investigated. 

Dr. Tombs’ work is also disappointing 
in the field of international politics. The 


sketchy and meagre account of transport ` 


organization fails to come to grips with 
realities, and to exhibit and explain the 
forces making for or against mternational 
control of aviation. The study is cum- 
bered with long quotations from official 
League documents which should have been 
merely summarized in the text or else 
relegated to the appendix. While the 
publications of the League of Nations have 
been generously used, the author has over- 
looked abundant sources of another nature, 
including reports of the governments that 
subsidize aviation. 
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The field of international control of 
aviation is replete with lacunae that invite 
investigation. The recent report of Henri 
Bouché on the Economics of Air Trans- 
portation in Europe (Geneva, 1935) , which 
evidently Dr. Tombs has used, offers some 
information on governmental subsidies paid 
to air companies and upon international 
pools. But both of the subjects await more 
adequate exploration. This is true also of 
the subtle causes of the French and Belgian 
thesis for the internationalizatien of air 
lines, and of the spirited political contest 
over the winwing of air routes which has 
characterized sixteen years of air competi- 
tion and which has led to such episodes as 
the attempts of both France and Italy to 
block the proposal of the Imperial Airways 
of Great Britain for a continuous air service 
from London to India. The connection of 
military and civil aviation requires much 
further study, as also does the motive be- 
hind the French plan for an international 
air police force. 

Kenneta COLEGROVE 

Northwestern University 


Parres, Doper Maynard. Migration of 
Industry to South America. Pp. x, 335. 
New York: McGraw-Hill Company, Ine., 
1936. $4.00. 


This volume has special interest for all 
concerned with the effects of the interna- 
tional flow of capital and economic activi- 
ties. It particularly deserves the attention 
of those who believe that the influences of 
“foreign interests” in undeveloped coun- 
tries are malign. It should be studied by 
business executives considering engaging in 
manufacturing activities abroad. 

Mr. Phelps does not discuss the general 
effects of capital migration. He refers only 
incidentally to foreign loans, to governmen- 
tal agencies, to capital investments in raw 
materials or in publie utilities and to capi- 
tal devoted to banking or merchandizing 
activities, His study is devoted to foreign 
branch plant enterprises engaged in manu- 
facturing for local consumption or export. 
His title proves broader than his analysis 
for he discusses only undertakings by 
United States interests and primarily those 
active in the so-called ABC countries and 
Uruguay. Indeed all but a minor fraction 
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of his study deals with such companies in 
Argentina, alone. 

What the volume sacrifices in scope it 
gains in detail. By limiting the field of 
investigation the analysis approaches the 
standard of a series of case studies. 

The analysis shows that in the four coun- 
tries studied there were in 1933 some sixty- 
six American companies representing $234, 
567,000 of capital of which over fifty-five 
million was in the petroleum industry, 
chiefly in’ Argentina. They employed 
roughly 37,000 persons, an appreciable frac- 
tion of those engaged in industry. Spread 
of branch plants, slow at first, was rapid 
in the years 1930-33. Operations have 
been later seriously affected by the ex- 
change controls. Tariffs, availability of 
raw materials, labor costs, marketing ad- 
vantages and threats that other foreign 
companies might establish branch plants 
were influences inducing the ventures. 

Decisions to migrate have often been 
made on insufficient information as to size 
of the market, its probable expansion, the 
problems of foreign exchange, commercial 
law and the imstability of local govern- 
ments. Plants in a number of cases have 
been purchased at high prices and too ex- 
tensive equipment has been installed. 
Local constituencies have very generally a 
prejudice against foreign enterprise which 
has too often been heavily discounted. 

On the whole tax programs and govern- 
ment control of industry have been in 
themselves Jess important handicaps than 
has often been believed, but ineptness m 
taxation and in regulation, the local govern- 
ments have shown to high degree. 

Relations with laborers have not raised 
serious problems, partly because foreign 
owned companies pay higher wages than 
others, partly because labor is poorly or- 
ganized. Local labor has been found of 
satisfactory efficiency, especially when 
drawn from South European immigrant 
stocks, though it is to be remembered that 
a labor force above the average is made 
possible by the higher wage scale. Native 
labor is cheaper than imported labor. 
Companies generally find no handicap in 
the laws requiring the employment of a 
percentage of local labor. Only the higher 
positions demanding special training still 
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continue to be filled by preference from 
other than native groups. Nevertheless 
attempts at social Jegislation, the author 
believes, may become a serious handicap to 
successful manufacture. 

Contrary to popular opinion, most 
branch companies do not ask for and have 
not been granted special favors by the 
government. The record, so far as in- 
formation is available, shows that foreign 
companies have operated at a profit where 
the fundamental conditions are such as to 
justify establishment of the industry. The 
most serious questions as to their ability to 
continue to do so turn about the per- 
sistence of the nationalistic movement, the 
uncertainties created by the prospect of 
increased social legislation and the possible 
further development of prejudice against 
foreign capital. 

This is the first detailed study in a field 
of economic activity in which rapid changes 
are in progress. It is to be hoped that it 
will be followed by others analyzing the - 
experience of other than United States en- 
terprises not only in manufacturing but in 
merchandizing, banking, and loans to the 
governments of the less well developed 
areas of the world. 

Cuestrer Liorp Jones 

University of Wisconsin 


MARSHALL, HERBERT, et al. Canadian- 
American Industry. Pp. x, 3860. New 
Haven: Yale University Press, 1936. 
$3.00. 


It is appropriate to find that this volume 
begins with a preface by Professor James T. 
Shotwell for it is the first of an imposing 
series of studies of Canadian-American rela- 
tions which are to appear under his general 
editorship. They are being published for 
the Division of Economics and History of 
the Carnegie Endowment for International 
Peace. No doubt there ought to be a pref- 
ace to the preface in which the whole com- 
pany of social scientists who are engaged in 
the preparation of this series would have 
an opportunity to acknowledge the intelli- 
gent energy and the friendly leadership 
which Professor Shotwell has given to this 
great enterprise. 

The first publication in the series con- 
stitutes an economists’ introduction to 
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Canadian-American relations and it focuses 
attention upon the outstanding facts of the 
present and recent past, the importance 
of the United States as the source of capi- 
tal for Canadian development, and the 
nature of the investments which Americans 
have made. It is the joint effort of two 
capable Canadian students of their coun- 
try’s economic problems and of an Amer- 
ican economist who has to his credit a 
study of the migration of American indus- 
try to Europe. There is, finally, a supple- 
mentary chapter by Frank A. Knox of 
Queen’s University which presents a new 
study of the Canadian balance of interna- 
tional payments. The whole volume offers 
a descriptive and historical account of 
Canadian-American industrial relations to- 
gether with certain general chapters on 
motives and consequences. 

This study does more than bring together 
facts which have not been assembled be- 
fore; it provides information which is here 
made public for the first time. This new 
information includes certain facts concern- 
ing American-controlled and affiliated com- 
panies in Canada brought together by the 
Dominion Bureau of Statistics, and printed 
in Tables V and VI. The authors place 
side by side (in Table IV) the general fig- 
ures from the Dominion Bureau for 1932 
and those compiled by the U. 5. Depart- 
ment of Commerce for 1929. The two sets 
of figures are in surprising agreement, plac- 
ing the number of American firms in Can- 
ada at about 1000 and the total American 
holdings in Canada at about two million 
dollars. 

New information is provided also—and 
the difficulty of doing it must have been 
great—as to the extent of Canadian indus- 
try in the United States. Canadian hold- 
ings in this country are found to be from 
10 to 12 per cent of American holdings in 
Canada whether one counts the number of 
firms or the value of the holdings. Since 
Canada is less than one tenth the size of 
the United States in population and volume 
of investment, the authors conclude that 
Canadian industry in the United States is 
“larger, proportionately, than is American 
industry in Canada.” This brief comment 
on the volume makes it clear that the im- 
portance of the study is not open to ques- 
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tion. A difficult task has been well per- 
formed. 

When one turns to the generalizations 
and reflects with the authors upon the sig- 
nificance of the facts which they have so 
well set forth, what is to be said? There 
should, in the first place, be general agree- 
ment with the authors that the problems 
involved, while of great importance to the 
United States, are of vital importance to 
Canada. This points to a general condi- 
tion of Canadian-American reħtions, in 
politics as well as business, and ought to be 
borne in mifd at all times by Americans 
who are concerned with Canadian afiairs. 
This practical conclusion is of first impor- 
tance but the social scientist 1s tempted to 
carry this comment on generalizations into 
the field of theory. 

The authors might have subordinated 
their whole study to the balance of pay- 
ments viewpoint. They might have re- 
garded themselves as undertaking to de- 
termine those items in the balance of 
payments of Canada and of the United 
States which are involved in their mutual 
direct investments. From this viewpoint 
Knox’s supplementary chapter would have 
been the final and concluding chapter. 
They pay their respects to this point of 
view at various points in their exposition. 
For example, they calculate the remittances 
to the United States of profits and divi- 
dends in American direct investments in 
Canada, They offer a concluding section 
on the balance of payments. But they do 
not regard their whole study as an exercise 
in the balance of payments. If they had 
pushed this viewpoint further than they 
did they would have improved their dis- 
cussion of the effect of direct investments 
on trade. The problem is not merely one 
of “replacing” American export trade by 
the building of “branch plants,” it is also 
of the effect upon trade of the inpayments 
and outpayments associated with direct in- 
vestments. 

The facts might have been presented as 
a study in the localization of industry. 
How, it might have been asked, has the 
localization of industry in North America 
been affected by the existence of boundary 
between the United States and Canada? 
The boundary is a barrier to the free move- 
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ment of goods, of persons, and of capital. 
From this point of view there might well 
have been a chapter on the tariff history of 
Canada. The authors accept this point of 
view without carrying it as far as they 
might. . 

Or, again, the study might have been 
one in economic history. Canadian de- 
velopment, they point out, has been altered 
by the industrial relations which they pre- 
sent The study might have been one in 
economic*imperialism. ‘This point of view 
the authors reject but they refer to their 
study as that of alien-ownedtndustry, and 
they speak on more than one occasion of 
“the threat to the self-control of the Cana- 
dian economy.” 

Everyone who has undertaken to bring 
a set of related facts in a new field under the 
control of the appropriate generalizations 
will recognize the difficulties which the 
authors faced. Facts have a way of re- 
fusing to be neatly arranged. It seems to 
me that more might have been done. I say 
this, however, with full appreciation of the 
difficult task of research and exposition 
which has been accomplished. 

It is to be hoped that the peoples of the 
two countries will observe that this excel- 
lent volume is a codperative effort of Cana- 
dian and American scholars, that they will 
approach, in the same spirit of codperation, 
the further problems of Canadian-American 
industry, and that this spirit will not fail 
them as they undertake to solve these 
problems. 

CARL REMER 

University of Michigan 


Harpy, Cmaries O. Is There Enough 
Gold? Pp. x, 212. Washington: The 
Brookings Institution, 1936. $1.50. 


Charles Hardy’s new book shows again 
the scholarly qualities that have won him 
international reputation: great pains in the 
collection of the material and as much 
caution as acumen in the theoretical analy- 
sis. In the latter respect I recommend to 
the reader especially the paragraphs on the 
outlook for a re-distribution of gold (pp. 
115-121) in the first part, which tells the 
amazing change from the alleged “gold 
scarcity” in 1929 to an unquestionable 
abundance not only at present but also in 


the next decade. The result is more re- 
markable since it is reached on the basis of 
two assumptions which, taken by them- 
selves, would .make for greater relative 
scarcity of gold, namely, first that com- 
modity price stabilization, not only income- 
rate stabilization, is to be aimed at, and, 
secondly, that the general reduction in the 
level of commodity prices and money costs 
in terms of gold (to the extent of 50 per cent 
in South Africa!) as encountered in the de- 
pression would either not last or (against 
all theoretical reasoning) would not exercise 
any long-run influence on the gold output. 
The second part contains a devastating 
criticism of the Warren-Pearson price the- 
ory, its inconsistencies, its theoretical de- 
fects and its incompatibility with facts. Is 
this theory based on the famous Cassel cor- 
relation between wholesale prices and the 
relative quantity of gold, 1850-1910, i.e., 
on the existence of a rigid ratio between 
gold stock and money flow, or on the idea 
that price is the direct result of consumers 
comparing the “subjective value of gold” 
with the “subjective value” of commodi- 
ties? The last theory is at plain variance 
with the actual behaviour of consumers, 
who display demand according to the size 
of their income in terms of money and not 
according to its value in terms of gold; the 
first doctrine at the best would explain the 
secular trend of prices and not their cyclical 
fluctuations, which, according to the 
Warren-Pearson figures themselves do not 
correspond to the variations in the gold 
stock. (Cassel had a separate business 
cycle theory!) In fact however, the Cassel 
correlation for 1850-1910 was the artificial 
result of two compensating tendencies, the 
* eclipse of silver and the rise of credit money. 
The reviewer sometimes suspects that the 
application of the Warren-Pearson theory 
in 1933 in the United States is attributable 
much less to complicated general theories 
about the relation between gold and prices 
than to the idea that American prices in 
the end are contingent upon world market 
prices and thus would rise proportionately 
to the fall in the exchange rate. Needless 
to point out that for but a few goods is 
international competition as perfect as 
supposed by this doctrine, aside from the 
fact that the course of the commodity 
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prices in the world market largely would be 
influenced by American price fluctuations. 

The least convincing part of the book is 
the Appendix “The Myth of 1849” written 
by Rufus S. Tucker. The reviving influ- 
ence of California gold on business and 
prices was noticed by so many acute con- 
temporary observers in the fifties and is, 
too, in so good harmony with what could be 
expected theoretically that the reviewer 
would rather discard statistics which 
seemed to prove the contrary; in fact they 
do not! To quote Tooke and Newmarch 
to the contrary is rather preposterous. 
The shallowness of their theoretical ex- 
planations which prattle about “supply and 
demand for commodities” as true causes, 
without ascertaining that these factors are 
functions of the volume of purchasing 
power, was revealed long ago by modern 
theory. Not only the corrected wholesale 
price indices but also Tucker’s index of 
consumers’ goods prices show, in the opin- 
ion of the reviewer, the downward trend 
1825-50 and the upward trend 1850-70 
(diagram pp. 189-190, table p. 184). Asto 
the gold reserve of the Bank of England 
(the only gold series available for the whole 
period besides the figures concerning gold 
production) the reviewer is unable to recog- 
nize their significance in the context; for 
the quantity of sovereigns in circulation by 
far exceeded the amount of these reserves. 

This, however, is a mimor point; on the 
whole Hardy’s book is the most forceful 
defence of the gold standard against unjust 
accusations known to the reviewer. 

Hans NEIsser 
University of Pennsylvania 


Aparkar, Buatcaanpra P, The Theory 
of Monetary Policy. Pp. xi, 125. Lon- 
don: P. S. King & Son, 1935. 7/6. 


Mr. Adarkar’s objective in this book is 
to find the “true concept of the natural 
rate” of interest which would secure the 
maintenance of an existing equilibrium. 
Following Keynes, he finds it in the rate 
that equalizes social savings and social in- 
vestment. No discussion is presented of 
the underlying “statical” mechanism by 
which the interest rate controls the volume 
of bank credit; under equilibrium condi- 
tions the author takes the efficacy of the 
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mechanism for granted, though pointing out 
that under “conditions of a serious dis- 
order” the mechanism in question would not 
suffice; “desperate situations call for 
desperate remedies: coaxing, boostings, 
propaganda, and active stimulants, such 
as a progressive public works policy.” 

A large part of the book (Chapters 
H-V) is taken up with a critical exami- 
nation of the different “conceptual rates” 
suggested by other authors, Fisher, Cassel, 
Wicksell, Hayek, Sraffa, and Keynes. 
This examination testifies on every page 
to the authdr’s great theoretical acumen; 
indeed it points straight to basic fallacies 
common even to economists of reputation 
(e.g., the interpretation of .the Cambridge 
formula for the exchange-value of money in 
comparison with the Fisherian formula, of 
the non-monetary aspects of saving, of the 
relation between past saving and current 
bank deposits, etc.). Nevertheless, I do 
not think these critical remarks definitely 
convincing, for they resemble too much a 
collection of arguments, whereas only a 
well-arranged systematic analysis of the 
substance of a problem is able to clarify the 
reader’s mind. 

In my opinion it would have been better 
if Adarkar, instead of tiring the reader with 
seven chapters of critical examination, had 
pursued the course of the first chapter, in 
which he started to analyze the fundamen- 
tal concepts of “dynamical” monetary 
theory (mainly, however, in a footnote), 
distinguishing between the “active” and 
“passive” aspects of the interest-rate 
mechanism and among the three “systems” 
of activities: saving, lending, investing. 
Had Adarkar, for example, discussed also 
the income concept, he would have dis- 
covered that he is farther from Keynes and 
nearer to Wicksell than he supposed. Or 
had he analyzed the concept of “efficiency” 
of factors of production, differentiating 
between variations of the productivity 
function and changes in the relative quan- 
tity of factors, he would not have stressed 
exclusively the danger of a widening posi- 
tive margin between prices and costs, but 
would have paid more attention to the 
pressure on cost-rates, especially wage- 
rates, exercised by an increase in the quan- 
tity of factors at a given volume of the 
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money-flow. It is true, monetary policy 
might relieve this pressure without dis- 
carding Adarkar’s “natural rate” standard 
(due to his definition of investing as buying 
producers’ goods, excluding the provision 
of money-funds in new enterprises) ; but no 
discussion is to be found of this and other 
relevant problems in the much-too-brief 
three chapters (IX, X, XUI), which con- 
tain Adarkar’s positive theory. 

On the whole, the book shows a high 
level of scholarship and will be particularly 
useful as a basis for discussion in advanced 
courses. It represents, how®ver, difficult 
reading for the uninitiated while, on the 
other hand, the theorist versed in the sub- 
ject dealt with will not draw quite the in- 
tellectual profit that might be expected 
from an author of Mr. Adarkar’s learning 
and acumen. 

Hans NEISSER 

University of Pennsylvania 


Cuark, Jonn Maurice. Preface to Social 
Economics. Pp. xxi, 435. New York: 
Farrar & Rinehart, 1936. $2.75. 


The assembling of these essays and the 
writing of a brief introduction, are the 
work of Moses Abramovitz and Eli Ginz- 
berg, former students of Professor Clark. 
All but one of the articles included have 
been published previously in various eco- 
nomic journals. 

It is impossible to summarize even a 
small proportion of the significant coy- 
tributions made in these essays. As far as 
there is any general unifying thread it lies 
in the reappraisal of traditional static the- 
ory in the light of the “bewildering com- 
plex” of dynamic forces many of which 
' interact in a confusing fashion. ‘There is 
much stress on refinements of overhead 
costs, on social costs as contrasted with 
business costs, on cyclical economics, and 
on psychology, although the article on 
modern psychology was published in 1918 
and therefore does not cover some of the 
newer styles in psychological theories. Al- 
together the book is a valuable contribu- 
tion, a reminder, of the great amount of 
scholarly work that has been done since 
static economics held sway. Many econo- 
mists will be glad to have these articles in 
book form. 
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The title of the book, suggesting a system- 
atic elementary treatise, is decidedly mis- 
leading. It is, of course, not a systematic 
treatise and it is definitely not elementary 
—~a preface only in the sense that it ex- 
plores tentatively and lays out before the 
reader the vast amount of work yet to be 
done in economics. 

Joun Isr 

University of Kansas 


Tarzer, Winw1am Lownspaty. Federal 
States and Labor Treaties. Pp. 171. 
New York: The Author. 

INTERNATIONAL LABOR OFFICE. The Inter- 
national Labour Organization and Social 
Insurance. Pp. viii, 219. New York: 
World Peace Foundation, 1936. $1.50. 

Mier, Spencer, Jr. (Ed.). What the 
International Labor Organization Means 
to America. Pp. xiv, 108. New York: 
Columbia University Press, 1936. $1.50. 


The movement for labor standards as a 
basis for fair competition among employers 
is not confined to the attempts of trade 
unions to establish industry-wide minimum 
wage or maximum hour agreements, to the 
efforts to get uniform labor legislation 
through the forty-eight state legislatures, 
or to the experiments with NRA codes. 
The problems of unfair labor competition 
among business units and between states 
are also evident in competition among na- 
tions. The movement for labor standards 
has therefore extended to the wider areas of 
international Jabor legislation, where the 
additional obstacles of national sovereignty 
and constitutional limitations arise. ‘These 
three contributions to the literature of in- 


„ternational labor relations are welcome evi- 


dence of active efforts to frame and main- 
tain world labor standards. 

During the stormy negotiations at Paris 
in 1919, the embryo International Labor 
Organization was opposed as an interna- 
tional superparliament set up to legislate 
for the State-members. The objections 
were serious enough to make the successful 
outcome of the conferences doubtful. As 
Dr. Tayler shows in his study, the United 
States’ representatives added another diff- 
culty which almost annihilated hopes of 
an International Labor Assembly. They 
felt that the constitutional divisions of 
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authority in America which remove labor 
legislation from the jurisdiction of the Fed- 
eral Government kept them from becoming 
parties to a treaty regulating labor rela- 
tions. Fortunately a compromise was 
worked out whereby Draft Conventions 
proposed by the International Labor Con- 
ference could be treated as Recommenda- 
tions by federal governments, whose obliga- 
tions would be fulfilled by submitting the 
proposed treaty to the competent state 
authorities. Experience proved that there 
was little difference between a Draft Con- 
vention and a Recommendation even to the 
unitary governments, but the compromise 
resulted in Article 17 (405) of the Treaty 
of Versailles. Under this constitution the 
International Labor Organization has 
adopted 49 treaties and 45 recommenda- 
tions for national action on labor stand- 
ards. Over 650 separate ratifications of 
these treaties have been registered at 
Geneva. 

The United States has been a member of 
the International Labor Organization for 
only two years, and the constitutionality 
of its future ratification and enforcement of 
labor treaties is still in doubt. Tayler cites 
significant opinion to show, however, that 
since the Supreme Court has upheld a 
treaty with Canada protecting migratory 
birds (a matter not specifically delegated 
to Congress), and the United States has 
become a party to a treaty regulating the 
manufacture of drugs and narcotics, the 
action of Congress in entering into Jabor 
treaties is not subject to the limitations im- 
posed upon its law-making powers. Upon 
this theory Canada (a federal state) has 
already ratified seven of the International 
Labor Organization draft conventions and 
Australia ten. 

In the second volume of this group, the 
International Labor Office, the permanent 
secretariat of the annual International La- 
bor Conference (the two together com- 
posing the International Labor Organiza- 
tion) has produced an excellently organized 
report giving an account of its work in the 
field of social insurance since 1919. The 
study contains important source material 
including the drafts of conventions adopted 
for workmen’s compensation and sickness, 
invalidism, old-age and widows’ and or- 
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phans’ insurance. The evolution of na- 
tional legislation on these subjects through- 
out the world is described, together with 
a bibliography of the other studies on these 
subjects published by the International 
Labor Office and a discussion of the con- 
sideration giving rise to the particular word- 
ing of each of the adopted conventions. 
There is no material on unemployment in- 
surance even in the historical section of the 
report, 

In contrast to the sober research of the 
first two books comes the publication of ten 
speeches on fhe International Labor Or- 
ganization at a round table at the Univer- 
sity of Virginia’s 1935 Institute of Public 
Affairs. ‘This symposium supplements the 
specific legal and technical surveys of the 
International Labor Organization with a 
very persuasive piece of public relations 
work, The participants in the round table 
were obviously ardent proponents of or- 
ganized international coöperation; but these 
discussions, covering the origins, operation, 
and significance of the International Labor 
Organization refute quite definitely any 
isolationist charges that international or- 
ganization is impractical or visionary. 

These studies cover three aspects of the 
International Labor Organization’s work. 
They emphasize the valuable work of re- 
search and expert technical advice being 
performed by the International Labor Or- 
ganization. But these are “tool” functions, 
and as tools they have to be used. How 
they can be most effectively used and by 
whom are questions sharply raised by these 
three volumes. Will employers and their 
organizations codperate? Must reliance be 
placed on primarily political governments, 
or will international action of labor or- 
ganizations prove most effective? 

Thus far an international labor organiza- 
tion functioning through representatives of 
national states has demonstrated more 
vitality and strength than an idea of rule 
by the workers of the world functioning 
through a dominant worker’s party in each 
country. In the immediate future, how- 
ever, it appears that substantial progress in 
the direction of upholding international 
labor standards will have to wait upon the 
settlement of internecine problems in- 
volving the very existence of the labor 
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movements in several of the countries in 
the world today. 
W. A. LEISERSON 
University of Chicago 


CoLcorp, Joanna C. Cash Relief. Pp. 
263. New York: Russell Sage Founda- 
tion, 1936. $1.50. 


Laymen, administrators of relief services, 
and students of social affairs who are inter- 
ested in the ways in which relief operations 
fit into the lives of human beings, will find 
much to interest and stimulate them in 
Miss Colcord’s Cash Reliéf. The book 
represents Miss Colcord’s conclusions from 
the research undertaken by the staff of the 
Charity Organization Department of the 
Russell Sage Foundation in the summer 
and fall of 1935. Field visits were made to 
nine cities in which local public agencies 
had been administering emergency cash re- 
lief for more than six months. In five of 
the nine cities, cash relief had been in oper- 
ation for over a year. 

The story of the gradual acceptance of 
eash relief as the more adequate adjust- 
ment to the problem of relief distribution 
is an exceedingly interesting one. It is the 
story of a relief technique built upon theory 
being altered to meet the impact of the 
forces which played upon it. Until the 
depression of the 1930’s, public direct relief 
in America was largely in kind, probably 
on the theory that relief should be made 
as discouraging as possible in order that 
the people should not desire it, although 
this Elizabethan point of view was bol- 
stered by the popular conviction that relief 
money could be more economically distrib- 


uted if relief were in kind. This theory , 


and the method based upon it ran head-on 
into certain facts. 

Miss Colcord traces the process by which 
the various forms of relief in kind, includ- 
ing commissary and grocery orders, gave 
way In many communities under the im- 
pact of these facts. The sociological facts 
were clear to any unbiased observer. For 
the families whose normal relationships to 
the community had been severely curtailed 
anyway, the final blow to normal function- 
ing in the community came when they were 
no longer allowed to exercise choice in the 
spending of money. Such a situation 
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added tremendous impetus to the disinte- 
gration of normal relationships and status. 

The last defense of relief in kind was re- 
moved when to the abuses—such as collu- 
sion between client and merchant, political 
distribution of business, and poor quality 
of food for clients—were added the conclu- 


sions of several investigations that it was- 


not even the cheapest form of relief, in view 
of the large administrative staff necessary. 

It was in the face of such facts as these, 
which have not been unknown to social 
workers for many years, that experiment 
with cash relief, cautious and restricted, 
began. 

Many predictions were made on the “it 
stands to reason” basis, and one of the 
most interesting sections of Miss Colcord’s 
book is that in which she throws the light 
of experience upon these expectations. 
They were not realized to any great extent, 
and never in a situation which clearly 
placed the burden of blame upon the trans- 
fer to cash relief. 

The book contains many other items of 
interest, including advice from experience 
as to the best technique for transferring to 
cash relief. There is a chapter on the com- 
parative costs of relief in cash and in kind. 
There is an abundance of specific detail 
concerning the experience of the individual 
cities. The book is an indispensable aid 
to the thinking of anyone who wishes to 
be at home in current trends in relief policy. 

It is obvious that Miss Colcord welcomes 
the verification of a conviction that cash 
relief is superior to the forms which pre- 
ceded it. There is a lack of evidence on 
the problems and shortcomings of cash 
relief. Nevertheless, Miss Colcord has 
added a useful and convincing contribu- 
tion to our growing wisdom of experience 
on this matter. 

E. Wieut BAKKE 

Yale University 


Fiemine, Warter L. Louisiana State 
University, 1860-1896. Pp. x, 499. 
Baton Rouge: Louisiana State Univer- 
sity Press, 1936. $3.00. 

The late Walter L. Fleming was head of 
the Department of History at the Louisi- 
ana State University for a ten-year period 
ending in 1917, and during the first part of 
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this tenure he prepared a history of the 
origin and the first thirty-six years of 
growth of that institution. The story in 
full is now published for the first time in 
book form, though many parts were printed 
in some form about twenty-five years ago. 
The work is thoroughly factual and 
based on sources in the Fleming manner. 
It deals essentially with the struggles of a 
Southern state university to keep alive 
during the critical and changing period of 
Reconstruction, a field of Southern history 
in which Professor Fleming was a master. 
It is laden with material and comments on 
the trends and the troubles of the times, 
on the social development of Louisiana, 
and on the political cleavage between New 
Orleans and the rest of the State, as well 
as that between the different elements of 
the population. Its solidity automatically 
frees it from the extravagant verbiage 
which not infrequently appears in histori- 
cal accounts of colleges and universities. 
It cannot be called “journalistic.” 
Louisiana State University has had a 
varied history. Its forerunner was the 
State Seminary of Learning, provided for 
by the constitution of 1845, and later lo- 
cated “in the pine woods north of the Red 
River, within four miles of Alexandria.” 
This school was founded upon Congres- 
sional land grants, had military features, 
and was headed by General W. T. Sher- 
man as it got under way in the late fifties. 
After the Civil War this isolated and rural 
institution became Louisiana State Uni- 
versity at Baton Rouge, while the precari- 
ous University of Louisiana, a State school 
at New Orleans, was destined in a few 


years to become the Tulane University of , 


Louisiana and cease to be a State estab- 
lishment. The State’s Federal land-grant 
benefits, which resulted from the Morrill 
Act, permitted the organization of an Agri- 
cultural and Mechanical College which, 
after an unsatisfactory existence of two 
years in New Orleans, was merged with 
the University and removed to Baton 
Rouge. The University thus came into a 
predominant position in comparison with 
the other State colleges of Louisiana. 

The solid information of the book does 
not make entertaining reading. However, 
there are interesting sidelights on student 
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life, activities, and pranks, as well as on 
teachers and officials. On the scores of 
interpretation and perspective, the book 
suffers somewhat from too lengthy quota- 
tions, while several pages are too much like 
the inside routine of a college catalogue. 
But one should hesitate to complain þe- 
cause a useful work of a documentary and 
reference character is not also a good bed- 
time story. 


H. C. Nrxon 


Tulane University 


Foreman, CæoLyN Taomas. Oklahoma 
Imprints. Pp. xxiv, 499. Norman: 
University of Oklahoma Press, 1936. 
$5.00. 


The State of Oklahoma may well be 
proud to count among its citizens Grant 
Foreman, a leading authority on the early 
history of the Southwest, and his no less 
distinguished wife, Carolyn Thomas Fore- 
man. 

For a number of years Mrs. Foreman has 
been interested and working with docu- 
ments and papers dealing with Oklahoma 
history. As a result of her labors she has 
produced a highly commendable and com- 
plete guide to the newspapers, pamphlets 
and other published materials printed in 
Oklahoma prior to the entrance of that 
state into the Union in 1907. For her ma- 
terials she has dug deep into the limited 
but most widely scattered materials bear- 
ing upon the early history of the territory 
that now comprises the State of Oklahoma. 

Oklahoma Imprints is a history of print- 
ing in Oklahoma before statehood. It is 
divided into seventeen chapters beginning 
with a bibliography and description of the 
output of the Union Mission Press, the 
Park Hill Press (work of Reverend Samuel 
Austin Worcester), the Baptist Mission 
Press, other mission and various presses. 
With Chapter V we reach the lists of news- 
papers including an account of the news- 
papers of the Cherokee Nation, the Chica- 
saw Nation, Choctaw Nation, the Creek 
Nation, the Osage, Peoria and Seminole 
Nations. Chapter X deals with magazines 
of Indian and Oklahoma Territories. 
Chapter X lists the session laws, legislative 
journals, statutes and Supreme Court 
decisions of Oklahoma Territory. Chap- 
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ter XII is entitled Miscellaneous Books 
and Pamphlets Published in Oklahoma 
Territory. The final five chapters of the 
volume list the newspapers of Okla- 
homa Territory alphabetically under the 
name of the individual town. Then follow 
a bibliography and a comprehensive index. 

In each case Mrs. Foreman gives a short 
introductory sketch of the history, arrange- 
ment, editors, size, circulation and other 
interesting data. 

Oklahoma Imprints is not a book for 
the general public. It is rather a helpful 
and authoritative bibliography for the 
scholar and bibliophile interested in the 
history of the West and more especially in 
the history of some of the more important 
tribes of Indians that were segregated by 
the United States Government in the In- 
dian Territory. Oklahoma Imprints is 
highly creditable to Mrs. Foreman, the 
State of Oklahoma, and to the University 
of Oklahoma Press. Oklahoma Imprints 
and Cherokee Messenger by Althea Bass 
were published to commemorate the cen- 
tennial of printing and publishing in 
Oklahoma. 

A. P. Nasatir 

San Diego State College. 
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FOREWORD 


The provision which individuals make for shelter has far-reaching mfluence on 
society. Its ramifications pervade the whole social and economic fabric of the 
community. In the flux of modern urban life many forces converging on resi- 
dential property introduce instability of use and insecurity of Investment. 

Shifts of economic groups from area to area affect the quality of investment. 
Fluctuations in volume of new construction of residential buildings exercise a 
marked influence on the aggregate amount of employment. Scarcity and surfeit 
of the supply of dwellings give rise to a chain of consequences for lenders, owners, 
and tenants. The magnitude of the aggregate investment in residential property 
and the relatively fixed character of obligations which are usually incident to the 
ownership of real estate give it a significant réle in our national economy. In 
view of the importance of expenditures for shelter in the budget of the individual 
and the social significance of adequate housing, the quality of shelter and the 
conditions under which it can be obtained become matters of community interest. 

When the spotlight of surveys was thrown upon housing conditions in the 
United States, we found that a substantial portion of the population was housed 
in quarters which were undesirable, and a sizable percentage of all dwellings were 
unfit for human habitation. In her study, Slums and Blighted Areas, Edith 
Elmer Wood analyzed numerous surveys of rural and urban housing conditions 
and concluded that practically all housing renting for less than $20 per month in 
1930 was substandard. The census of 1930 indicated that approximately one 
third of all rented urban houses were in this rental class. According to Dr. 
Wood, approximately five million farmhouses were substandard. 

The problem of obtaining socially and physically desirable shelter for the 
families using such substandard housing is what is ordinarily referred to as “the” 
housing problem. While this is an immediate and pressing problem, such a nar- 
row definition would ignore the broader, problem of achieving “security of 
shelter” for the large part of the population not found in “substandard” dwellings. 
' Less dramatic, but none the less real, is the problem of developing an efficient 
system of ownership of residential property in which all economic groups may 
acquire use or ownership under conditions which safeguard investment and elim- 
inate unnecessary costs. : 

Clearly, the issues to be met in attaining either goal are numerous. The pur- 
pose of this volume is to contribute to a better understanding of the factors in- 
volved in achieving adequate housing for all economic groups. While the litera- 
ture in the field is large and is growing, it has for the most part stressed the 
social pathology of poor housing, and has afforded little analysis of numerous 
economic considerations involved in promoting improved housing. Many of 
these have been singled out for discussion in this volume. 

Davin T. RowLANDS 
COLEMAN WOODBURY 
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Factors in the Housing Problem 


By Bernarp J. NEWMAN 


PROGRAM adequate to solve 

any social or economic problem 
cannot be formulated until there is a 
clear understanding of the factors that 
create such a problem. Many pro- 
grams advocated for better housing 
are fundamentally unsound because 
this fact has been overlooked. This 
is only another way of saying that a 
false premise leads to false reasoning, 
and delays or prevents a correct solu- 
tion. It is the open sesame for many 
panaceas that discredit housing move- 

ments. 

' In the social and economic field, 
wherein the housing problem properly 
belongs, there are two groups of 
causes: first, those which are predis- 
posing, and second, those which are 
exciting. The predisposing causes 


may or may not produce bad housing, 


but if present when exciting causes 
occur they tend to create or intensify 
such conditions. The exciting causes 
are those which inevitably produce 
bad housing. Thus, for example, low 
income Is a predisposing cause. It be- 
comes an exciting cause when there 
‘Is an Inadequate supply of suitable ac- 
commodations which families of low 
income can afford to rent. High pro- 
tective tariffs may be a predisposing 
cause. High wages in the construc- 
tion industry not accompanied by 
high wages in other industries likewise 
is a predisposing cause, as are also ex- 
cessive profits in the production of 
building materials and in the sale of 
dwellings. But none of these is in it- 
self an exciting cause. Each may be 
contributory to bad housing if other 
causes are present. A good example 
of such combination is either high 
wages or high material costs on jobs 


Fd 


where construction technique is anti- 
quated. , Dwellings thus provided will 
be expensive. In consequence, exist- 
ing dwellings of substandard charac- 
ter will be occupied—and often over- 
crowded—by families of low income. 

This classjfication of causes is not 
cited in order to list them according to 
their relative importance, so much as 
to show that there are both direct and 
indirect influences at work to create 
bad housing, which, in combina- 
tion, have serious import. Program- 
ing must comprehend this relation- 
ship. 

For the purpose of convenience, the 
factors involved in the housing prob- 
lem may be grouped as economic, so- 
cial, or governmental. Undoubtedly 
the economic factors are fundamental. 


Economic Facrors 


Reference has been made to family 
income as a predisposing cause. It is 
an economic cause also, since under 
prevailing conditions it inevitably 
produces a housing problem. Pro- 
tective shelter is a necessity. Health, 
safety, morals, welfare, and comfort 
require that shelter shall be protec- 
tive. Any other kind of shelter con- 
stitutes a hazard. Protective shelter 
costs money. It cannot be conjured 
from the air, the water, the soil, or the 
imagination. Into such cost there en- 
ter land, materials, labor, mainte- 
nance, service charges, supervision, 
and taxes. 

When shelter is provided from pri- 
vate capital, there is also a profit item. 
If the profit item is omitted, shelter 
still requires a capital investment and 
a continuous operating expenditure. 
These costs appear in rent whether the 
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payee is an occupant-owner or a ten- 
ant, and they are collected as a direct 
charge in ordinary practice or as an 
indirect charge through taxation, as 
in government-aided housing. Where 
such costs are high, the unbalanced 
ratio of rent to Income is emphatically 
a major cause of bad housing. High 
profits do not come from rents based 
upon construction costs and operating 
expenses. They come from speculat- 
ing in land and from treating housing 
as a commodity. They also come 
when there is an inadequate supply, 
inadequate equipment, and substand- 
ard maintenance. But even when 
these speculative factors are absent, 
rents based on construction costs and 
operating expenses are beyond the 
economic reach of a large population 
that even in normal times receives 
only a low income. Low annual in- 
come, therefore, becomes and is a ba- 
sic factor in producing a housing prob- 
lem. 


Construction costs 


A correlative factor to low income in 
producing a housing problem is the 
high construction and operating cost 
of houses. Even when the specula- 
tive factors inherent in high sales 
prices are eliminated, construction 
costs prohibit the production of 
houses that can be rented at moderate 
prices. Here certain subfactors in 
production have inevitably increased’ 
costs. In an age of labor-saving ma- 
chinery the dwelling-house builders 
have almost invariably stuck to time- 
worn methods and tools of building. 
Mr. James Kennedy, in The House 
That a Thousand Jacks Bult, ampli- 
fies this criticism as follows: 


Construction methods . . . may well be 
described as a haphazard series of tempo- 
rary, old-fashioned, open air work shops 
on vacant lots, with the manufacturing 
done by inefficient, piecemeal, hand tool 


processes. . . . Such minor refinements as 
are utilized by the most competent build- 
ers alter this picture of primitive construc- 
tion very little. Anyone who has followed 
through the various procedures in the pro- 
duction of new homes knows about the 
laborious assembly of the bulky assort- 
ment of raw materials in expensive retail 
consignments, the wastage in fabrication, 
the conflicts and delays involved in the 
unorganized participation of a score of va- 
rieties of artisans and subcontractors, the 
waste and delay from the vagaries of the 
weather .. . and the loss in the disposal 
of excess material and of the temporary 
manufacturing plant. 


Akin to archaic construction meth- 
ods in increasing construction costs 
and contributing therefore to housing 
problems are the financing methods 
usually employed. Construction fi- 
nancing has been a racket, with its ex- 
cessive interest rates, premiums, serv- 
ice fees, Insurance charges, inspection 
fees, and like items, that often reach 
15 per cent, and sometimes 22 to 
25 per cent, of the total construc- 
tion costs. Home financing charges, 
whether the sales are made to occu- 
pant-owners or to investors, pyramid 
still further the cost-of-money factor 
which is reflected in abnormal rental 
rates. The excessive charges for fi- 
nancial assistance fall upon the occu- 
pant and in part account for the 
dearth of houses offered at a rent that 
the low-income tenant can pay. 

Again, high construction costs be- 
come a factor in creating the problem 
when equipment includes nonessential 
gadgets and luxuries. Builders add 
these extras in order to create selling 
points to help market their product. 
They splash garish adornments on 
exterior walls to catch the eye of po- 
tential buyers. Interiors, even in 
jerry-built structures, have lavish dec- 
orations, chromium plated fixtures, 
colored tile baths with stall showers 
and plate glass doors, cabinet-type ra- 
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diators, parquetry floors, inlaid lino- 
leum, and the whole gamut of equip- 
ment that adds to the cost and lifts 
the sale price of the house beyond the 
reach of the average family. These 
are luxuries, and not necessities for 
safe and hygienic occupancy. They 
are conveniences and indeed comforts, 
but they cater to the luxury desire of 
families whose budgetary limitations 
make their possession improvident. 
There is a place for such dwellings, but 
not to the exclusion of less luxuriously 
equipped houses which, for a lower 
cost, might be erected for families now 
forced to occupy substandard struc- 
tures. 


Operating costs 


The high cost of housing, which is 
such an influential factor in the hous- 
ing problem, also arises from high op- 
erating costs. Three groups contrib- 
ute to such high operating costs: (1) 
the municipal government, (2) the 
tenant, and (3) the “shoe-string” in- 
vestor in houses. The contribution 
of the municipality is made through 
high tax charges arising: (a) when 
pay rolls for government are padded 
through engaging inefficient employ- 
ees for political expediency; (b) when 
supplies are purchased from favored 
contractors without competitive bid- 
ding; (c) when minor improvements 
are paid from bond sales and not from 
current receipts, or major improve- 
ments from the sale of long-term and 
not of serial bonds; or (d) when the 
borrowing capacity is fixed by a short- 
term instead of a long-term average 
of gross assessments. These are only 
a few of the practices of municipal 
governments which make for high 
governmental costs and which appear 
in the tax charges levied against resi- 
dential property. The tenant almost 
invariably pays them in his rent. 

The contribution of the tenant to 


high operating costs is manifest in 
many ways. Three only need be 
cited. In every operating expense 
sheet, allowance must be made for (a) 

repairs, (b) vacancies, and (c) non- 
payment of rent. Item “a” is seldom 
less than 10 per cent, and the other 
items average 5 percenteach. Witha 
reasonable use of dwellings, each of 
these items can be reduced. With 
abuse, each item will be increased. 
When the tenant is careless or antago- 
nistic to his lafidlord he penalizes him- 
self, for under average rental conditions 
the landlord establishes rents to meet 
excess costs. Under abnormal condi- 
tions he neglects to make repairs or he 
refuses to let his dwellings to those 
tenants whom he considers undesir- 
able. With greater stability in occu- 
pancy, more careful treatment of 
property, and regular rent payments, 
rental charges could be reduced with- 
out a reduction in the net return own- 
ers receive from their dwellings. 

The part played by the “shoe- 
string” investor in residential prop- 
erty in making operating costs abnor- 
mally high is too commonly known to 
need more than mention here. 


Speculation 


There are, of course, other economic 
factors tending to cause the housing 
problem which if unrecognized make 
any proposed solution impossible. 
Chief among such is the accepted be- 
lief that housing is a commodity which 
has speculative possibilities. Not- 
withstanding the mevitable obsoles- 
cence and deterioration arising from 
changes in modes, neighborhoods, and 
structural stability, owners almost in- 
variably fail to set up a depreciation 
fund, and fail, as the property ages, to 
adjust rents downward. If housing 
is a public purpose, as so many now 
claim it is, justifying thereby the par- 
ticipation of government in the hous- 
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ing field, then housing rents should be 
based on costs and not on speculative 
charges incident to supply and de- 
mand. 


SocraL FACTORS 


In the social factors involved in the 
housing problem there is a wider dis- 
tribution of responsibility than in any 
other group of factors with the possi- 
ble exctption of the governmental. 
The two are interrelated, each reflect- 
ing the extent of public education, the 
degree of public interest m general 
welfare, and the amount of iniziative 
the public are willing to take in mat- 
ters they consider only remotely re- 
lated’ to their personal gain, comfort, 
or pleasure. 

Negatively expressed, these factors 
reflect the reactions of complexes of 
ignorance, prejudice, fears, and greed, 
in society. While economic causes 
force many families to live in slums, 
yet many of these familiss would 
make slums out of good houses be- 
cause they are ignorant of the princi- 
ples of hygiene and know little about 
the right use of sanitary equipment. 
For a variety of reasons, such families 
are case problems who without special 
treatment will always remain case 
problems. Other families now living 
in slums can be rehabilitated. As 
they are, however, they refiect their 
substandard environment and the cur- 
rent thought of their neigaborhood. 
If removed from such areas and 
taught how to live decently, they will 
rise to the level of their new environ- 
ment. Both groups, however, left in 
their abnormal neighborhcods, will 
and do intensify their own housing 
problem. 

In establishing social responsibility 
for bad housing conditions, neither 
the slum area nor the slum dweller is 
so much a causal factor as is tke great 
body of citizens who occupy better 
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areas and better homes. Slum dwell- 
ers are the least educated and the 
least able to influence the civic life of 
a city. They constitute only a small 
portion of the voting population and 
have practically no opportunity to 
participate in or shape community- 
wide public opinion. 

The responsibility for setting stand- 
ards and enforcing regulations rests 
almost solely with those who do shape 
such public opinion. The average 
citizen, however, for the most part is 
so much concerned with his own busi- 
ness life, his social life, and his comfort 
that he gives little thought or support 
to legislation for the general welfare. 
Hence this problem does not have the 
remedial attention of an intelligent 
public opinion. When casualties oc- 
cur from some calamity such as a 
building collapse, a tenement fire, or 
an epidemic associated in the public 
mind with bad housing, an interest in 
a corrective program is aroused. It 
lasts only as long. as the press con- 
tinues to make reference to it. 

Another influential social factor 
creating housing problems is the no- 
madic impulse which leads families to 
be continually moving. This is re- 
flected in population changes within 
urban centers. The lure of better 
dwellings elsewhere, the encroach- 
ment of objectionable uses, the aging 
of existing structures with the attend- 
ant outmoding of housing types 
and equipment, influence families to 
change their places of living. Older 
areas with mixed economic groups 
lose their more affluent families, while 
the incoming families, seeking low 
rents, are settling in the vacated struc- 
tures and transforming them into 
slums. There is little incentive to the 
owners of such houses to make repairs 
or to modernize their buildings, be- 
cause the newer tenants cannot pay 
rents based on high land values and 
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high renovation or maintenance costs. 
It is inevitable that changed usage, 
from owner occupancy to tenant occu- 
pancy, and from one-family to multi- 
family, as ordinarily practiced, should 
lead to more rapid deterioration end- 
ing in excessive vandalism and ulti- 
mate demolition. 

Even within such older areas, the 
nomadic impulse continues to cause 
one third of the families to move an- 
nually. Enforced movings resulting 
from demolitions, with most of the de- 
housed families seeking resettlement 
within a short radius of the old homes, 
create the anomalous situation of a 
declining building congestion with an 
increasing occupancy congestion in 
tenements, rooming houses, and lodg- 
ing houses. When such changes oc- 
cur in Negro areas and when there is 
a strong racial prejudice in other cen- 
ters of population, these evils become, 
for Negro families, greatly intensified. 

Thus population movements, due to 
a nomadic urge, or to compulsion to se- 
cure shelter at low rents even without 
equipment for sanitary living, or to 
the longing to have better houses, seg- 
regate families of low income in out- 
moded areas and dwellings, and create 
living conditions prejudicial to normal 
family life. 


GOVERNMENTAL FACTORS 


In the third group of factors, 
namely, those associated with govern- 
mental practices, is public indifference 
to community health, safety, morals, 
and general welface. Government is 
the organization under legal auspices, 
of public control over group living. 
It expresses itself through services 
rendered to the public and through 
standards of conduct exacted from in- 
dividuals in the interest of public wel- 
fare. When the government fails to 
function properly there is a negative 
reaction against which no family or 


group of families can protect them- 
selves. In the field of housing this is 
pronounced. Thus where people con- 
gregate in communities, government 
must supply the services needed in or- 
der to assure satisfactory living con- 
ditions. 

Among the specific functions of ur- 
ban government in particular are: an 
ample potable water supply, a sewer- 
age system, and a service of waste re- 
moval available to all famlies within 
. ® . » # 
its jurisdiction. Government must 
provide adequate streets and street 
services. It must provide or cause to 
be provided adequate transportation 
facilities and police and fire protec- 
tion. To assure light and ventilation 
and other communal benefits, it must 
regulate the height, the use, and the 
area of buildings. To eliminate mis- 
takes of past growth it must replan 
old areas unsuited to modern commu- 
nal needs. It must also plan new 
areas to meet problems inherent in 
urban population growth and expan- 
sion. 

These are only examples of many 
forms of municipal planning and en- 
gineering which comprise the expected 
functions of government. If a gov- 
ernment fails to make such services 
available to a whole population, it is 
impossible under urban conditions for 
all homes to be safe and sanitary. 
Hence, if a built-up area lacks sewers 
or water supply, homes therein cannot 
be adequately drained or have safe 
drinking water. If the street layout 
is planned without reference to topog- 
raphy, running over hills and across 
valleys, it penalizes*through heavy 
construction costs homes erected on 
adjacent lands and adds to their 
rental charges. The same is true of 
transit facilities, as, in fact, of all 
municipal engineering services. This 
failure on the part of municipalities to 
provide all essential services, no mat- 
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ter what the reason assigned, is an- 
other explanation for the presence of 
substandard housing. 

Moreover, the government is not 
only a corporation of citizens to pro- 
vide services which they as individu- 
als cannot provide, but it is also a 
regulatory body to control public 
conduct. Therefore, the government, 
functioning as a regulatory kody, 
must establish such control through 
laws and ordinances, and through po- 
licing or inspection to see that such 
laws and ordinances are observed. 

Thus there arises the need for 
standards in the construction, the use, 
the occupancy, and the maintenance 
of structures, expressed in buiding 
codes, zoning ordinances, and housing 
and sanitary codes. Moreover, be- 
cause in every community there are 
those who through ignorance or will- 
fulness or greed try to avoid the ex- 
penses of hygienic living, government 
must provide the aforementioned in- 
spection and enforcement services. 
This phase of governmental responsi- 
bility is widely neglected, and sc bad 
housing conditions inevitably prevail. 
Most of the slums could be improved 
and further slum development could 
be checked if adequate laws were 
enacted and enforced. 


Reference has already been made 
to the part which governmental effi- 
ciency plays m influencing rental 
rates through the use of its taxing 
powers and its borrowing capacity, 
and by the control of general govern- 
mental costs. These governmental 
functions are cited here for the pur- 
pose of emphasizing that extrava- 
gance, laxity, and faulty technique in 
government impose upon a large per- 
centage of the population economic 
burdens as outlined. 


CONCLUSION 


This brief presentation of factors in- 
volved in the housing problem is not 
intended to be all-inclusive. There 
are other factors, of course, arising 
from and conditioned by predisposing 
and exciting causes. It is intended, 
however, to show that the problem 
arises from a greater diversity of 
causes than is usually associated with 
it, and that programs offered to meet 
any one factor or group of factors, 
without comprehending all of them, 
must necessarily be inadequate. In- 
deed, such programs may be over- 
costly, and when expectations are 
aroused but not realized by them, 
they cause reactions that delay all 
housing betterment. 
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A Survey of Approaches to the Housing Problem 


By Warren Jay Vinton! 


HE American people are not 

housed in the manner to which 
their resources of land, materials, and 
skills entitle them. The lack of de- 
cent, sanitary, and commodious shel- 
ter at prices withm their means im- 
poses especial hardships on millions of 
low-income families. Nor do the 
workers who produce housing earn a 
steady and sufficient livelihood year in 
and year out. 

The statistics of these failures are 
abundant and familiar. In a brief 
survey of approaches to the housing 
problem there is little need to linger 
over the mass of research material 
which points to the immediate need 
for remedying these failures. 

We are today face to face with an 
acute housing shortage, and rents 
threaten to rise to exploitative levels. 
There is a wide disparity between the 
cost of providing shelter at current 
rates of interest and the incomes of 
half our families. And the chaos of 
our cities grows worse from day to 
day. Congestion increases at their 
centers, blight spreads in ever widen- 
ing circles, while straggling suburbs of 
jerry-built houses invade the country- 
side. 

Our housing problem is so serious’ 
that we need speedy and effective ac- 
tion. Wise policy demands that every 
reasonable and available remedy be 
utilized. 


No UNITARY SOLUTION 


Those starry-eyed reformers who ex- 
pect the opening of some Book of 
Revelation to disclose the awaited se- 


t In writing this article the author is not act- 
ing in an official government capacity, but in the 
private rôle of a student of the housing problem. 
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cret are doomed to disappointment. 
There is no unitary solution of the 
housing problem. 

Those who think that prefabrica- 
tion is the one answer to the problem 
neglect the fact that the cost of con- 
struction acgounts for only a fraction 
of the annual cost of shelter. A sav- 
ing of 25 per cent in first cost of struc- 
ture will result in less than a 10 per 
cent reduction in rent—a useful sav- 
ing, to be sure, but no complete and 
universal panacea. 

The technicians who are struggling 
to design the cheapest type of mini- 
mum housing devoid of most modern 
conveniences forget that these houses 
may shortly become so obsolete as to 
be unacceptable even to low-income 
groups, and that the use of cheap ma- 
terials and poor construction will be 
more than offset by increased repairs 
a decade hence. False immediate 
economies are not the answer. 

The hard-boiled “realists” who con- 
tinually pose the question “How can 
a working man who earns 25 cents to 
40 cents per hour afford housing built 
by labor paid at the rate of $1.00 to 
$1.50 per hour?” look to a lowering 
of costs through an attack on the wage 
rates of building labor. They do not 
seem to realize that workers earning 
25 cents to 40 cents an hour can no 
more afford adequate food or decent 
clothing than they can satisfactory 
housing. They neglect the fact that 
what we need is not the lowering of 
hard-won standards, but better wages 
for the low-paid workers and a more 
equitable distribution of the national 
income. 

The advocates of the single tax 
have, at this late date, little chance of 
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collecting unearned increments for the 

~ public treasury. But even if this did 
eventuate, it would not automatically 
solve the housing problem. More- 
over, in forcing vacant land mto use, 
the single-taxers run the danger of 
forcing it into too intensive use, 
whereas our present need is for less in- 
tensive use of urban land. 

Zoning, better and more efficiently 
administered building codes, and a 
wider use of the police pewer, though 
valuable, are but negative remedies 
and will not provide us with the new 
housing which we must have. 

Slum clearance, although desper- 
ately needed and having great senti- 
mental appeal, will, without the 
provision of new housing available 
for slum dwellers, only accentuate 
our difficulties. The rehabilitation of 
blighted areas is far from being the 
whole answer; while the building of 

“garden cities is not the one anc only 
program which we should follow. 

And finally, subsidy for the decent 
housing of low-income families will 
not, of itself and alone, solve our dif- 
ficulties. It is utopian to expect that 
publicly subsidized housing will, in a 
decade or so, be able to accommodate 

.all that low-income third of our fant- 
ilies whose housing standards so des- 
perately need improvement. 


Nesp oF WIDE ÅTTACK 


Housing is a microcosm of our whole 
society, and almost every element of 
our social and economic life finds its 
reflection here. Most of the ills which 
afflict society as.a whole likewise be- 
devil housing—notably, our inability 
to distribute all that we are able to 
produce, and our inability to plan. 
And just as we can hope far ro one 
solution of our social and economic 
troubles, so we can hope for no one 
solution of the housing problem. 

Indeed, no one solution should be 


expected. Single solutions deal pri- 
marily with one element of the prob- 
lem, and in dealing with that element 
often produce countervailing disturb- 
ances elsewhere. Our efforts must be 
coérdinated and unified so as not com- 
pletely to destroy existing balances. 
Only harm can result from drastic and 
isolated attempts to deal with one par- 
ticular phase of the problem while 
neglecting other phases. 

The attack must be along a broad 
front. We must attempt to secure 
the coöperation of every group which 
enters into the housing picture. All 
available resources must be mobilized 
for the common end of providing bet- 
ter homes and better cities. 

Private initiative must be encour- 
aged to take the largest possible share 
of responsibility; with wise guidance 
and enlightened policies it can accom- 
plish much more than it has in the 
past. Governments, including those 
of the Nation, states, and cities, must 
take their parts in a unified housing 
program, especially in relation to the 
lower income classes. 

Indeed, only by a community of ac- 
tion can we progress. The people 
must want good housing and good 
cities; and they must effectively de- 
mand them. The need is so desper- 
ate, the promise so great, that it cannot 
at length fail to stir the imagination 
of the Nation and enlist its manifold 


“energies. 


NATURE or Present Housing 
OWNERSHIP 


Houses, of all our capital goods, are 
the most widely distributed in owner- 
ship. Farms run but a poor second. 
Out of 23,200,000 nonfarm homes, 
some 10,500,000 are owned by the fam- 
ilies which occupy them. The me- 
dian value of these owned houses— 
the unit of ownership—is compara- 
tively small, being only $4,778 in 1930. 
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The title to rented dwellings is like- 
wise widely distributed, for they are 
predominantly in the hands of small 
investors rather than great corpora- 
tions. In the ownership of housing 
(as distinct from its mortgage financ- 
ing), our “economic royalists” have 
but a scanty foothold. 

The troubles which beset housing do 
not spring from large monopolies, but 
rather have their roots in separatism 
and the lack of large-scale planning 
and controls. Houses are the typical 
middle-class investment. These small 
and scattered ownerships, often on a 
thin equity, have little chance-of unit- 
ing for the protection of their legiti- 
mate interests, and still less chance of 
planning for the general good. Every 
owner acts for himself, seeking as best 
he may his own salvation. 

All too long our philosophy of land 
and housing has been embodied in the 
classic doctrine of laissez faire et lais- 
sez aller, le monde va de lui-même. 
Every owner has done almost as he 
would with his own small parcel of 
urban land. But the resulting unco- 
ordinated development of cities, lot by 
Jot, has not given us livable or beau- 
tiful communities. For proof of this 
failure of separatism, we have but to 
look around us. 

Moreover, our cities have had to 
house a continually shifting popula- 
tion. We have been a people on the 
move. 
cently developed continent. The fron- 
tier was closed only in 1890, and the 
occupation of the land was not sub- 
stantially completed until just before 
the outbreak of the World War. Mil- 
lions of families, on their westward 
journeyings, have paused in one city 
or another only long enough to build 
frame houses of a semi-permanent na- 
ture. In prosperous times a large and 
steady stream of population has 
moved citywards from our farms; 


Ours is a new society on a re- * 


while in the late depression millions 
returned to the country for economic 
refuge, leaving behind them large 
(though temporary) vacancies in ur- 
ban housing. 

Within our cities there have been 
equally serious shifts. We are an am- 
bitious, a hopeful, and a credulous peo- 
ple. Our city dwellers have always 
hoped to move higher in the social 
scale. The inadequate housiig which 
they occupigd one year was not re- 
garded as the permanent home which 
they would occupy when they achieved 
their place in the sun. They put up 
with poor housing because they ex- 
pected soon to have better housing. 
And when the automobile increased 
the mobility of these restless urban- 
ites, they sought their longed-for 
homes in sporadic and half-developed 
subdivisions, leaving behind large 
blighted areas at the centers of our 
cities, 

This nation of small landholders, 
constantly on the move and hopeful 
of the future, has regarded urban land 
as a prime field for speculation. Lots 
would always increase in value no mat- 
ter what sort of houses were built on 
them. By the time the houses had 
worn out, the Jand would be ready for 
more intensive use by commerce or by 
multiple dwellings, and would by it- 
self more than return the original 
investment. There was no need to fig- 
ure depreciation or to amortize mort- 
gages. Land would be forever on the 
up and up. 

Both individual home owners and 
the owners of rented houses have been 
the involuntary victims of our mis- 
taken real estate policies and tradi- 
tions. They have no malicious desire 
to ruin whole areas by the introduc- 
tion of nonconforming uses, but as 
long as their neighbors can do as they 
will, there is constant temptation for 
them to cash in by being the first to 
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develop more intensive uses. Mest of 
them would be well content if neigh- 
borhoods were stable and secure, and 
the threat of blight and early obsoles- 
cence were removed. And the vast 
majority of them, after the experiences 
of the last seven years, would today 
gladly trade their chances of specula- 
. tive gain for an assurance of stable 
values and security of tenure. 


Neeb oF A Wiper VEW or 
OWNERSHIP * 


The consequences of small, untram- 
meled, and speculative ownershid are 
manifestly unhappy. 

The separatism of present owner- 
ships must be better accommodated 
to the larger community interest. 
Through building regulations, zcning, 
and use of the police power to close 
and destroy unfit habitations, we have 
already imposed increasing limitations 
on property uses that run counter to 
the general good. We must now con- 
sider whether it is not necessary to 
impose still further limitations—limi- 
tations which recognize that land is 
vested with a public interest and is 
no mere speculative commodity. 
Congested uses of the land must be re- 
strained, and private owners must np 
longer be allowed to put on subdivi- 
sions far in advance of reasonable 
need. 

In imposing even our present lim- 
ited controls, we have already re- 
stricted the tenure of private owner- 
ship. There is, however, a whole 
gamut of land tenure forms running 
from untrammeled private ownership 
to absolute public ownership. We 
must experiment with intermediate 
forms of tenure which will afford us 
the stricter controls necessary in the 
future if we are ever properly to plan 
and protect large-scale neighborhoods. 
These controls can perhaps be made 
effective in the case of housing for 


low-income families only by the mu- 
nicipal ownership of land, either de- 
veloped with public housing or leased 
for building by private initiative. 

Housing is by its very nature a long- 
term investment, yet the American 
people have persistently dealt with it 
on a short-term basis and as a specu- 
lative commodity. The losses which 
this has entailed are manifest. We 
must eventually learn to think of hous- 
ing as a long-term, permanent invest- 
ment. In the financing of housing (as 
apart from ownership) some advance 
has been made in recent years through 
the development of long-term amor- 
tized mortgages. With better large- 
scale neighborhood planning and 
stricter controls of land use, we may 
hope that ownership also will be en- 
couraged to take a long-term view. 
The individual who can afford home 
ownership will more easily settle down 
into his house and treat it as a perma- 
nent home. And at long last we may 
then look for the development, on a 
long-term basis, of an adequate supply 
of housing for lower income families. 

Our greatest housing need is for mil- 
lions of decent workers’ homes avail- 
able to them on a rental basis. These 
families of low and modest income 
should not, in general, embark on home 
ownership. Working-class families, 
faced with uncertain and unpredicta- 
ble shifts in occupations and employ- 
‘ment, must preserve their mobility. 
This is not to say that such mobility is 
desirable; family life would probably 
be better and children would develop 
more consistent characters in perma- 
nent homes. But since mobility is 
imposed by the conditions of our pres- 
ent culture, we must adjust ourselves 
toit. Moreover, it is doubtful whether 
families of low or modest incomes 
should tie up their limited savings in 
an investment so lacking in liquidity 
as residential real estate. 
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To supply the rented homes which 
workers need, we must look to large- 
scale neighborhoods designed and built 
primarily for their use. The homes of 
working-class families have different 
requirements in space, layout, and 
equipment from those of families in 
higher income brackets, and must be 
conveniently located in regard to in- 
dustrial and commercial employment. 

In this field there is ample room for 
both private and public enterprise. 
Private enterprise, through large-scale 
projects from which the risks of blight 
and obsolescence are largely elimi- 
nated, through long-term financing, 
and through improved construction 
methods and practices, can doubiless 
extend its service to income levels 
which it now is unable to reach. Be- 
low these levels public enterprise must 
step in, and, with the aid of subsidy, 
house those families which are beyond 
the reach of even wise and enlightened 
private initiative. 

For the workers’ families occupying 
such housing, we must develop new 
forms of tenure—forms which will give 
them the security of continuing occu- 
pation as long as this is possible, but 
will avoid ironclad, long-term com- 
mitments. An ideal form would be 
leases renewable at the tenant’s op- 
tion, but subject to termination when 
moving is imperative. It is not unrea- 
sonable to ask ownership, whether pri-. 
vate or public, to assume the slight 
risks of such a policy. 


Hovusinec PRODUCTION AS PRESENTLY 
CoNDUCTED 


The business of producing houses in 
America is one of the most chaotic and 
fluctuating of industries. The costs of 
house production are high, but are in 


large part accounted for by speculative 


profits and by multiple wastes and in- 
efficiencies. These occur in all stages 
of the process—in the bringing of land 


ll 


into use, in improving it, in construc- 
tion, and finally in the financing and 
marketing of houses. 

The industry has almost exclusively 
confined itself to the building of homes 
for families in the upper income 
brackets. It has specialized on this 
limited luxury market to the almost 
complete neglect of the vastly larger 
market for modest priced homes. It 
has left the great bulk of the workers 
to shift as best they may in dilapidated 
second- third- and fourth-hand homes 
originally located and planned for fam- 
ilies of a higher economic status. 

The business of house production, as 
a result of its high and speculative 
prices and its concentration on a lim- 
ited luxury market, is an industry that 
is peculiarly susceptible to shock in 
times of general business depression. 

Mr. Gardiner Means has pointed 
out that certain types of industry, such 
as automobiles and steel, have secured 
some measure of economic balance for 
themselves (though not for society) by 
maintaining prices but restricting pro- 
duction during bad times. In other 
fields, such as agriculture, production 
has been maintained and economic 
balance has been achieved (though at 
the expense of the farmer) by a great 
lowering of prices. The business of 
house production is perhaps unique in 
that it has achieved no semblance of 
balance in either direction. Actual 
costs of construction (as distinct from 
theoretical indices of construction 
cost) have fluctuated widely. But 
lowered costs in hard times have not 
stimulated construction, nor have high 
prices impeded the development of 
booms. Price adjustment has pro- 
duced no continuity of production. 

Knowing the temper of the Ameri- 
can people, it is not difficult to under- 
stand why this is so. We are stam- 
peded by some herd instinct into all 
doing the same thing at the same time. 
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When business is on the down grade, 
the future appears indefinitely hope- 
less. As faith disappears, activities 
are curtailed on every hand, and espe- 
cially in such long-term undertakings 
as the production of housirg. This 
curtailment, when duly exhibited in 
charts and graphs, only accentuates 
the panicky desire to cease operations. 
And when, in due course, curves turn 
upward again, they are followed by a 
corresponding recrudeseence cf the 
speculative urge to get in on the game 
while the getting is good. Boom con- 
ditions and high building prices then 
develop hand in hand. 

In Europe, we are told, conditions 
are different. ‘There a long-term view 
persists even when the immediate out- 
look seems bad. When building prices 
fall, the thrifty European investor 
takes advantage of cheap costs to 
build for the future, though his imme- 
diate return may not be large. When 
the prices of building reach high levels, 
the European investor, still with an 
eye to the long future, withholds his 
funds, and building is restricted. As 
a result, construction tends to expand 
in times of general business depression 
and to contract at the height o7 pros- 
perity. It is unnecessary to point ott 
the salutary manner in which this 
helps to fill in the lows and level off the 
highs of the general busines: cycle. 

It has been pointed out that the 
troubles which accompany our present 
modes of ownership do not spring from 
any innate maliciousness. It is equally 
true that the producer of housing does 
not do as he does because cf criginal 
sin. He does not particularly relish 
building shoddy houses only for the 
upper classes, nor does he enjoy lay- 
ing off his men in bad times and strug- 
gling with a shortage of labor in good 
times. He is a victim of the condi- 
tions of a chaotic industry—condi- 
tions which operate in a vicicus cir- 
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cle and which can be solved only by an 
attack on every segment of that circle. 


BETTER TECHNIQUES IN 
DEVELOPMENT AND DESIGN 


Just as we need larger land controls 
and a greater responsibility in hous- 
ing ownership, so do we need better 
large-scale planning and more respon- 
sible developers. 

We must begin with the planning 
of the land. We stand on the thresh- 
old of all the new potentialities of 
large-scale planned developments. 
Great and extraordinary congestion of 
families on the land is no longer a ne- 
cessity, for rapid transit and the auto- 
mobile have made possible an almost 
indefinite expansion of metropolitan 
areas. Housing may now, more easily 
than in the past, be located m open 
spaces, affording ample fresh air, sun- 
light, and areas for recreation. With 
the automobile there has come a ne- 
cessity for changed types of urban 
Jand planning. New and even radi- 
cal innovations are in the offing, such 
as superblocks, open spaces penetrat- 
ing housing areas, and the complete 
separation of pedestrian and vehicular 
traffic. The three great Greenbelt 
towns now being built by the Reset- 
tlement Administration of the Depart- 
ment of Agriculture are experiments in 
these new and modern techniques of 
land planning. 

In the rebuilding of old slums and 
blighted areas there is also scope for 
new planning techniques. Here, also, 
undue congestion must be avoided, 
though this entail a drastic writing 
down (at least in part at public ex- 
pense) of existing land prices. 

The design of housing has not kept 
pace with our rapidly developing mod- 
ern culture. Architects have shown 
but little grasp of the problems of 
planning shelter suitable for modern 
ways of living. They continually 
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grumble that 80 per cent of our homes 
are built without the benefit of their 
services, but for this they themselves 
are largely to blame. Both by outlook 
and by training they are traditional- 
ists. 

It is in the design of workers’ hous- 
ing that the architects have most con- 


spicuously failed. Such housing, as its. 


first essential, must be economical. 
We cannot justify unnecessary expen- 
ditures on housing for low-income 
classes. We cannot justify subsidy un- 
til every reasonable economy has been 
made in cost. Our desperate need is 
for simple, spacious, and sturdy struc- 
tures. 

Yet instead of seeking simplicity, 
our architectural drafting rooms con- 
tinually revert to traditional complex- 
ities, ignoring the beauty inherent in 
simple surfaces and compact masses. 

Instead of seeking spaciousness, 
architects attempt to restrict the num- 
ber of rooms, and cut the size of even 
these few rooms to an irreducible min- 
imum by a cheese-paring of dimen- 
sions. They still estimate costs on a 
cubic foot basis, forgetful that once 
such expensive items as bathrooms, 
kitchens, heating systems, and stairs 
have been paid for, additional space 
may be built at very little extra cost. 

And instead of seeking sturdy con- 
struction, the first gesture of our archi- 
tects on being commissioned to design 
low-rent housing is to reach for Sweet’s 
Index and write for catalogues of 
every imaginable gadget and experi- 
mental material. The development of 
new and improved materials and de- 
vices (including even prefabrication) 
is, of course, highly desirable. But in 
the meantime, while these are being 
developed, tested, and proved by ex- 
perience, we have an abundance of 
well-established materials and meth- 
ods with which we can build far bet- 
ter than we do. 


But we should not too harshly 
blame our architects for their failures 
in designing low-rent homes. The sep- 
aratism of our ownerships and the 
faulty organization of our building in- 
dustry have given them little oppor- 
tunity for experience on large-scale 
projects. 


ADVANTAGES OF LARGE-SCALE 
Hovsinc OPERATIONS’ 


In the actual development and con- 
struction of housing there is, as in 
ownership, much to be gained from 
large-scale operation. We have not 
even begun to explore the possibilities 
in this direction. The larger building 
contractors in this country have de- 
voted themselves almost exclusively to 
commercial and industrial structures. 
The objection is too frequently raised 
that such firms cannot produce houses 
in competition with the ordinary spec- 
ulative builders. But we forget that 
the houses produced by these builders, 
even under their new nomenclature 
of “operative builders,” are largely 
jerry-built structures of questionable 
materials, on which labor has been 
paid less than prevailing wages. Such 
houses cannot fairly be compared with 
sound structures built by responsible 
contractors for long-term investment. 

Certainly there must be substantial 
economies to be achieved through 
large organizations with adequate fi- 


“nancing, making use of the best tech- 


nical planners and designers, purchas- 
ing their materials in large quantities, 
paying prevailing wages to their work- 
ers, and scheduling their operations in 
some logical and orderly manner. 
Though as yet we know little of the 
advantages to be gained by setting up 
the production of houses as a modern 
industry, we do know that all the ad- 
vantages inherent in such organization 
are peculiarly available for the devel- 
opment of large-scale public housing 
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projects for those low-income families 
who need publi aid if they are to have 
decent shelter. 

Public housing can operate on larger 
tracts than private mitiative is hkely 
to experiment with in the near future 
—a fact which gives it an especial 
advantage in the rehabilitation of 
blighted areas or the develcpment of 
large syburban satellite communities 
for low-income families. 

Public housing can secure, for its 
legitimate undertakings, financing on 
terms even more advantageous than 
large-scale private initiative. It can 
make use of the power of eminent do- 
main in the acquisition of land. It 
can secure the economies of mass pur- 
chasing and of efficient and systematic 
production. It can display a bolder 
attitude towards innovations in plan- 
ning and construction than would be 
practicable for private initiative. 

And finally, since the public inter- 
est can always afford to take a longer 
view than private initiative, it can 
venture on building in bad times when 
even the most enlightened private 
builders will be forced to restrict oper- 
ations. It can secure the eccnomies 
made possible by the fall of land and 
material prices in times of genezal bus- 
iness depression. And by giving em- 
ployment when employment is most 
needed, it will provide an invaluable 
measure of stabilization. 


Tue Cost or Monty 


It has been said that 2 per cent is 
today a civilized interest rate. In a 
society where machinery and capital 
goods take an increasing part in pro- 
duction, the rate of return on invest- 
ments must be less than in an earlier 
society where capital was relatively 
scarce. 

Mortgage rates, however, have 
shown little variation over long terms 
of years, and even today, despite the 


vast accumulation of surplus funds, 
remain comparatively high. There 
are at least two sufficient (though not 
necessarily good) reasons why the 
price of mortgage money still stands at 
its traditional 5 or 6 per cent. 

In the first place, most of our con- 
struction, and consequently most of 
our mortgage underwriting, is done in 
boom periods when building opera- 
tions must compete for money with 
all the seductive attractions of other 
speculative investments. The result- 
ing high rates are frozen in long-term 
commitments and tend to perpetuate 
themselves through renewal after re- 
newal, whether these renewals be 
made in good times or bad. 

In the second place, the rate charged 
on mortgage money does not repre- 
sent interest alone. A considerable 
portion of the rate represents the risks 
of mortgage financing. That these 
risks are considerable and omnipres- 
ent has been amply demonstrated in 
the last seven years. These risks have 
been somewhat reduced by the devel- 
opment of better patterns of mortgage 
financing, and can be still further re- 
duced by eliminating blight through 
the sound planning and control of 
large-scale neighborhood develop- 
ments. 

The two great Federal agencies con- 
cerned with the financing of homes— 
the Federal Home Loan Bank Board 
and the Federal Housing Administra- 
tion—have helped to reduce the risks 
of mortgage lending through the devel- 
opment of the long-term amortized 
mortgage, through the encouragement 
of better building practices, and 
through the insurance of building and 
loan deposits and the insurance of 
mortgages. 

The interest rates prevailing in both 
these systems are, however, still too 
high. The Federal Housing Adminis- 
tration still clings to a maximum 
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stated rate of 5 per cent, while the to- 
tal cost of money obtained through its 
insured mortgages is considerably 
more than this. These mortgages 
now bear a very large Federal guar- 
antee which has just been extended to 
all mortgages written before July 1, 
1939. In view of this very valuable 
guarantee it is to be hoped that the 
Federal Housing Administration will 
shortly move to a 44 per cent maxi- 
mum, and in the not too distant future, 
to 4 per cent. 

The annual money charges which 
enter into rent include not only inter- 
est but also the amortization of prin- 
cipal. The longer the period of amor- 
tization, the less the annual cost. 
The fifteen- or twenty-year mortgages 
developed by the Federal Home Loan 
Bank Board and the Federal Housing 
Administration have been of service 
in reducing the annual cost of private 
housing in this respect. 

Large-scale housing projects for 
workers’ families, of sound construc- 
tion and with the assurance of long 
life which their broad market guar- 
antees, should be eligible for still longer 
periods of amortization ranging up to 
sixty years. Such a period will re- 
duce annual money charges by ap- 
proximately 3 per cent as compared 
with twenty-year amortization—a 
saving of the first magnitude. 


Pusuic Housing 


Public enterprise must, with the aid 
of subsidy, undertake the provision of 
decent housing for these low-income 
families who, in good times as in bad 
times, are unable to afford the cost 
of adequate shelter. This entails no 
competition with private interests, for 
public housing caters to a market en- 
tirely separate and distinct from 
theirs. 

It is no novelty for government to 
take over activities which cannot, by 


their very nature, be satisfactorily per- 
formed by private enterprise. This is 
especially true when these activities 
can yield no possible profit to those 
who undertake them. Such is the 
case with housing for low-income fam- 
ilies. 

It would perhaps have been well if 
the public housing movement had 
grown up first in our cities, for hous- 
ing is primarily a matter of lo¢al con- 
cern. Once it, had had some develop- 
ment there, Federal aid could have 
then been sought for its further exten- 
sion. But public housing got its first 
start in this country in connection 
with the Federal relief program. The 
Housing Division of the Public Works 
Administration was set up to carry out 
a large program of public housing in- 
itiated and constructed by the govern- 
ment and financed with relief funds. 
Today, however, it is generally recog- 
nized that the time has come to turn 
the prime responsibility over to the 
cities and the states. 

This is the salutary principle behind 
the pending Wagner Housing bill. It 
proposes a decentralization of initia- 
tive and responsibility. It is a broad 
enabling act offering grants in aid 
fore the clearance of slums and the 
building of houses for low-income 
groups. 

This subsidy will take the form of 
annual contributions to housing proj- 
‘ects throughout their useful life, rather 
than capital grants paid at the time of 
their construction. Annual contribu- 
tions have important advantages over 
capital grants. ‘They spread the costs 
of subsidy over future years so that 
each generation pays for the housing 
of its own low-income groups. It re- 
duces the temptations to extravagance 
in land purchase, design, and construc- 
tion, which are sure to arise if a large 
portion of the original cost is to be im- 
mediately written off. And finally, 
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annual contributions very greatly re- 
duce the appropriations needed at the 
beginning of a program. 

Under the provisions of the Wagner 
bill it will be possible to make the 
maximum use of private mortgage 
funds in the development of public 
housing. Low-rent housing projects 
cater to a wide and stable market. 
The rents from such projects, supple- 
mented"by fixed and guaranteed an- 
nual contributions from the Federal 
Government, will afford ample secu- 
rity for private investment. It is not 
too much to hope that in the near fu- 
ture, one half or even two thirds of the 
capital investment in public housing 
will be forthcoming from private 
sources. This will greatly reduce the 
need for direct government participa- 
tion in financing, and will afford a new 
and welcome outlet for the conserva- 
tive investment of private funds. 

The Wagner bill recognizes that the 
Federal program in connection with 
public housing, like the Federal pro- 
gram in connection with private hous- 
ing, must be set up on a long-term 
permanent basis. It lays dowr. broad 
policies and standards, but their ap- 
plication and a general program will 
have to be subsequently developed.» 

The Wagner bill, when passed, will 
call for the very wisest type of admin- 


istration. There must be close co- 
operation with the other existing Fed- 
eral housing agencies. Good relations 
must be maintained with private m- 
terests; care must be taken not to in- 
vade their fields of operation, and pri- 
vate funds must be encouraged to in- 
vest in public housing. A wide view 
of economic problems and finance 
must be combined with judgment in 
matters of land planning and architec- 
ture. And above all, great political 
wisdom must be exercised in dealing 
with local governments and their 
agencies. 

For the future of public housing lies 
with the local governments. The Fed- 
eral agency can give them financial 
aid and counsel, but theirs is the un- 
derlying responsibility. In the long 
run, the people themselves must sup- 
port public housing if it is to go for- 
ward; and the program must justify it- 
self in their eyes if it is to continue. 

But public housing will not, by itself 
and alone, solve all our housing prob- 
lems. It must take its proper place in 
a well-rounded program. It must de- 
velop hand im hand with other govern- 
ment agencies and with private agen- 
cies, and work in close codrdination 
with them. 

For in housing there are no unitary 
solutions. 
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An Investment Approach to Housing 


By Cuaruss F. Lewis 


NE of the principal reasons we 
have so much bad housing in 
American cities is that most of our 
housing has been built not as an im- 
vestment but asa speculation. Hous- 
ing built as a speculation costs the oc- 
cupant more, wears out more quickly, 
and invites a cycle of physical and so- 
cial deterioration in its community. 
Moreover, because speculative hous- 
ing usually masquerades as an “invest- 
ment” from the standpoint of some 
unfortunate buyer, it discourages so- 
ber investment of funds in housing, by 
responsible individuals or groups. 
Houses in general are built by two 
classes of people: by owners for them- 
selves, and by speculators for quick 
sale. Some fine developments have 
been built by honest and enlightened 
builders. But by far the larger part 
of urban building has been done by 
this second group of housing gamblers. 
When they have subdivided, they 
have butchered the land. Without 
advice of architect, they have ruined 
subdivisions once finely conceived. 
They have planted the germ of decay 
in nearly every house they have built 
and the seeds of blight in every com- 
munity they have touched. 


Tae ÅPPEAL ror Home 
OWNERSHIP 


The whole potency of the appeal of 
the speculators has been based upon 
their preachment that home owner- 
ship is a good investment for the 
“average” family. In the days of 
building boom, to the speculator every 
family is an average family if it can 
make a down payment of 15 per cent 
or 10 per cent of the purchase price. 
But the speculator who preaches the 
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investment soundness of home owner- 
ship does not practice what he 
preaches. On the other hand the 
whole secret of his financial success, 
if any, is to turn over the properties 
he builds as fast as he can sell them. 
Most of our homes in American cities 
have been bufilt by speculators whose 
only motives were those of quick turn- 
over and quick profit. 

It is obvious that houses built from 
any such motive are bound to be badly 
built, cheaply built, jerry-built. It is 
obvious that they cannot offer a basis 
for a happy and secure home life on 
the part of the occupants struggling 
to keep the roof tight and the mort- 
gage from foreclosure. ` `i. - 

The audacity of the speculator can 
be explained partly by the fact that 
he has been able to play upon funda- 
mental human emotions and age-old 
habits of thought. The aspiration to 
own a bit of the soil is as old as civiliza- 
tion itself. It was deeply embedded 
in early agricultural America. For 
the right to own a part of the land, 
the forebears of the men who made 
America had fought and bled. That 
“every man’s house is his castle” has 
been a potential battle cry written 
deep in the experience of the race. 

The rise of cities, the spread of 
transportation, and the instability and 
fluidity of employment in a great in- 
dustrial civilization, however, have 
changed in very great part the bases 
which gave these older conceptions 
their validity. 

The passing economic depression 
has made it all too clear to millions of 
American families that home owner- 
ship is not a refuge, but a millstone, in 
the day of adversity; and that when it 
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is most needed as a source of security 
the mortgaged home offers not refuge 
but a trap for the savings of a life- 
time’s toil. Moreover, great numbers 
of our people, when called upon by 
industry to move from city to city, 
have found the implications of home 
ownership changed overnight. Many 
a salaried man faced by a business 
transfer has found that home owner- 
ship méant no longer that he was lord 
of his castle, but that he was a serf, 
bound to the soil. 

Another reason that the speculator 
has been able to ensnare into his net 
millions of American families who 
should not have assumed tke obliga- 
tions of time-payment home owner- 
ship, is that there has been in few cases 
any decent alternative. Home rental 
has not been attractive. For the most 
part, landlordism has been either ab- 
sentee or amateur. We have lacked 
in America, in any large sense, both 
landlordism based upon constructive 
investment - motives, and pzoperty 
management of a professional stature. 
Both landlords and property managers 
have regarded and too generally still 
regard their rented properties as mines 
to exploit rather than as farms to 
maintain and improve. 

The whole structure of housing 
finance, too, has been of a character to 
encourage these twin evils. The poli- 
cies of lending agencies have given aid 
and comfort to the speculator and 
have not similarly encouraged the de- 
velopment of an investment attitude 
toward housing and a professional atti- 
tude on the part of property manage- 
ment. 


IMPLICATIONS OF GOVERNMENT 
Hovusine 


It is probably natural, ever. though 
it be unfortunate, that the reaction of 
a considerable part of American public 
opinion to this situation in these days 


has been easy acceptance of the dictum 
that we cannot have good housing un- 
til the government builds it. Partic- 
ularly, it is argued that the only way 
to attain satisfactory housing accom- 
modations for the lowest income and 
non-income groups is to build govern- 
ment-subsidized and probably govern- 
ment-operated new housing for them. 

The acceptance of this doctrine, in 
either its general or its specific applica- 
tions, 1t seems to me, is thoroughly 
defeatist and, moreover, unsound. 

The advocates of ambitious govern- 
mental plans of building and subsidi- 
zation ordinarily preface their argu- 
ment by the statement that one third 
of America’s thirty million families 
live in homes below a minimum stand- 
ard of decency. Whether that esti- 
mate be true or false, the fact remains 
that many of our people reside in quar- 
ters which, by modern standards, are 
unfit for human habitation. On the 
other hand, until recently, more than 
one fourth of our people were on relief 
rolls. Families comprising an appall- 
ing percentage are still on relief rolls 
and unable to pay from earnings any 
rent whatever. The heaviest concen- 
tration of these families is in the slums 
and blighted areas. We must recog- 
nize, then, that present slum dwellers 
on the whole are now paying no rents 
at all. The only way they can be 
housed in new housing, even by the 
government, therefore, is by building 
subsidies aggregating approximately 
100 per cent, and by continuous sub- 
sidies to cover operating expenses 
thereafter. 

The cost of any such large-scale 
building program to the taxpayers of 
the country staggers the imagination. 
No one knows how to build urban 
housing of acceptable standards in the 
large eastern cities of the United 
States to rent on a sound, self-sustain- 
ing basis for less than about $10 per 


An Investment Approacu To HOUSING 


room a month. For the government 
to attempt to provide new housing, 
then, sufficient to take care of all those 
who are said to be inadequately 
housed, will lead us into astronomical 
calculations of cost. 

Even should the government find 
dollars of one kind or another with 
which to house in new housing all 
present slum dwellers, its Job would 
not be done. One effect of this 
grandiose scheme would be a serious 
social maladjustment. Millions of 
families who do not live in slums and 
who manage to pay their way would 
find themselves not nearly so well 
housed as the dependent families in 
the lowest third of the population, who 
would enjoy life in new subsidized 
housing. The political pressures 
would mount rapidly, irresistibly, and 
ruinously.’ Legislators would þe 
called upon to provide new billions to 
provide new homes—by subsidy—for 
ever higher and higher income groups. 

The realities strongly indicate that 
the most which may be hoped for from 
the proposed goverrimental subsidized 
housing is a series of demonstrations. 
These demonstrations, from the stand- 
point of physical plan and manage- 
ment, may possibly leave little to be 
desired. From the standpoint of 
sound economics, however, they will 
prove nothing, except that if you have 
new housing to give away, you can 
find people who will live in it. 

One thing we need to recognize is 
that our housing problems did not 
come upon us overnight. They are 
the accumulation of generations. 
They are not, therefore, to be cured 
overnight. They require patience and 
a long view. 

If it is true that it is impractical and 
visionary to expect the government, 
by subsidized building and manage- 
ment, to supply our housing needs, it 
does not follow that business in the 
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long run cannot or will not do so. 
That business has failed has been be- 
cause capital attracted to home build- 
ing has. been for the most part specu- 
lative capital. The need obviously is 
to attract capital on a sound, long- 
term, investment basis. The times 
were never more propitious for inter- 
esting capital in the problem on this 
basis. . 


Liwarep Piv~penp COMPANIES 


For years a few highly successful 
limited dividend companies have been 
crying their message in the specula- 
tive wilderness. A few months ago 
The Architectural Forum published its 
“Limited Dividend Roll Call,” show- 
ing that from Boston in 1871 to Pitts- 
burgh in 1934, the limited dividend 
gospel had been not merely preached 
but practiced successfully. ‘The the- 
ory of the limited dividend company is 
essentially this: that if the builder of 
a large-scale housing development is 
willing to treat his property as an in- 
vestment and be content with an in- 
vestment yield, it will prove a sound 
investment and provide an adequate, 
dependable investment return. More- 
over, this is not theory any longer, but 
esfablished fact. The only dark spots 
in limited dividend experience have 
been due to speculative procedures on 
the part of limited dividend com- 

„panies. Where limited dividend com- 
panies have treated their properties as 
an investment and have been content 
to operate them on a long-term rental 
basis, they have been uniformly suc- 
cessful. Grief has come to them only 
when they essentially have practiced 
installment selling. 

The record shows that the limited 
dividend company which builds to 
own and manage is wrongly named. 
These organizations should be called 
“assured dividend” companies, for the 
dividends upon them during the de- 
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pression have been as well secured as 
on any other class of business invest- 
ments, 

Both im building vertically, as in 
apartment house developments, and in 
building horizontally, as in large-scale 
building developments of single-zamily 
houses, the investment procedure of 
the limited dividend company has 
proved atself. 

The speculator, who wants tke field 
to himself, and the advoéate of govern- 
ment housing, who wants tke field to 
himself, alike criticize the limited divi- 
dend company. ‘The speculstor criti- 
cizes the limited dividend company on 
the ground that it is “philanthropic” 
housing. The advocate of govern- 
ment housing is likely to criticize the 
limited dividend company because it 
is not philanthropic housing. Back in 
1922 Mr. R. Fulton Cutting, founding 
City and Suburban Homes Company 
in New York, said: 


The current opinion that this company 
is a philanthropic institution is entirely 
erroneous. It was organized on a purely 
business basis by practical men who be- 
lieved proper housing facilities could be 
provided for the public and a reasonable 
return paid to capital. 


Year after year since 1924, City and 
Suburban Homes assets have grown 
until today it is a $10,000,000 institu- 
tion, and year after year it has paid a 
profit for dividends and surplus. 

Chatham Village, built in Pitts- 
burgh by The Buhl Foundation, is 
similarly motivated. Launched in 
1932, in the bottom of the depression, 
it has demonstrated with 150 per cent 
occupancy that a large-scale housing 
development planned and built as a 
socially integrated commun:ty and 
managed on a long-term investment 
basis offers security of capital and ade- 
quate investment return. 

The time is ripe, it seems to me, for 
the American people to think of hous- 


ing in terms of a philosophy that is not 
socialistic but frankly capitalistic. 
Whatever genius the American people 
have displayed in their economic or 
political institutions has been founded 
in the capitalistic philosophy; and any 
failure to provide adequate housing, in 
well-planned cities of protected resi- 
dential neighborhoods, has not been 
because of too much capitalism, but 
because capitalistic abilities and meth- 
ods have not been applied to the 
problem. 


NEED ror LARGE-SCALE 
DEVELOPMENTS 


Secret number one of the invest- 
ment success of any such development 
as Chatham Village is that it is large- 
scale. Reason number one for blight 
in most residential districts in Amer- 
ican cities is that they have been built 
small-scale, hit or miss, and generally, 
hike Topsy, just grew. 

If we analyze any blighted area we 
may discover more than one cause of 
its decline. ‘The fundamental cause, 
however, lies in the multiplicity of land 
holdings, the lack of any centralized 
strong control, and the fact that no 
district can be stronger than its weak- 
est member family, financially and 
otherwise. Invasions of all sorts creep 
in. ‘There are invasions of bad archi- 
tecture, invasions of objectionable use, 
invasions of undesirable residents, and 
invasions of foreclosure. The stronger 
holders become discouraged and leave. 
New individuals and new groups come 
in, each of a successively lower social 
and economic level. In short, the dis- 
trict is abandoned from the moment 
the first holder gives up hope. If we 
look around our cities we see that this 
sort of thing has happened over and 
over again. The Committee on Large- 
Scale Operations of the President’s 
Conference on Home Building and 
Home Ownership in 1931, after a year 
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of research and study, deplored the 
fact that 


the unit of housing during the past fifty 
years has been chiefly the individual free- 
standing house ... all of our housing 
methods have been’ handicapped by the 
fact that this unit has been accepted as a 
pattern and standard. 

Our houses retain the form and con- 
struction methods of an cut-of-date period 
of handicraft production, when a single 
owner created one unit at a time. 


The fundamental reason for this 
situation is that capital, in the main 
busied with building up great enter- 
` prises of industry and transportation 
in the years of rapid national growth 
and expansion, has neglected the hous- 
ing field and left it largely to the 
speculator and the jerry-builder. 

Now that America has reached ma- 
turity and is concerned with problems 
of intensive rather than extensive 
growth, it would seem that capital is 
frankly challenged to recognize the 
investment possibilities of housing in 
neighborhood building. Even casual 
investigation should convince serious- 
minded capital of three things: First, 
speculative motives have dominated 
housing too greatly heretofore, and 
secure housing is impossible if either 
the builder or the buyer is gambling 
with the property. Second, one way 
to achieve protection for urban resi- 
dential neighborhoods is to build it 
into them—to build neizhborhoods as 
large-scale planned communities from 
the ground up in one operation, de- 
signed to be owned and managed over 
a term of years on a sound, income- 
producing, rental basis. Third, neigh- 
borhoods so built, properly maintained 
and intelligently managed, offer an 
attractive medium for the secure in- 
vestment of funds with a safeguarded, 
adequate return. 

Such neighborhood developments 
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must, of course, be large enough to 
provide socially integrated communi- 
ties, and, in general, the larger they 
are within the limits of the market, the 
more secure they are from an invest- 
ment standpoint. 


ADVANTAGES OF LARGE-SCALE 
DEVELOPMENTS 


Chief security to the proprietor in 
the large-scale neighborhood lies in the 
fact that living conditions are so much 
more attractive than those to be found 
in neighborhoods built hit-or-miss and 
helter-skeHter, that there can be as- 
surance of a long waiting list from the 
day the first brick is laid. This cer- 
tainty has been already sufficiently 
demonstrated to indicate the strong 
probability that houses and apart- 
ments in such neighborhoods, if well 
managed, could be made to command 
premium rentals. 

The advantages of the planned 
large-scale rental communities to the 
resident are clear. The family is not 
required to assume the perils of home 
ownership. The individual resident 
need not be concerned lest a neighbor 
may not maintain his lawns, because 
all lawns are maintained by the man- 
agement. He need not be concerned 
lest a socia_ly undesirable family move 
next door, because a careful but sensi- 
ble scrutiny of applicants for homes 

„assures gocd neighbors. He need not 
be concern2d lest life savings may be 
wiped out by foreclosure in a day of 
adversity; he knows that if worst 
comes to worst he will have a sympa- 
thetic hearing from a management 
willing and able to find another de- 
sirable tenant who will assume his 
obligation cf lease within a reasonable 
time. 

Translated into terms of ownership 
interest, all this means that a develop- 
ment of this type, which is to be held 
in a single ownership over a period of 
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years, and motivated by sound intest- 
ment purposes, will be protectsd from 
many of the perils of invasion that þe- 
set the ordinary district of sixgle- 
family homes owned by many separate 
owners. Physical maintenance of all 
ths properties, under large-scal2 opera- 
ticn, can be permanently guaranteed. 
The social quality of the community 
can be guaranteed. The dist-ict can 
be protected from imvasions cf unde- 
sirable use, regardless of the adequacy 
or the inadequacy of city zoning sys- 
tems. In short, the districts, if large 
enough and if wisely administerec, can 
be maintained against neigh orhood 
depreciation regardless of wat may 
heppen in other parts of tie city. 
Such districts cannot become obsolete. 
Such districts will not cease tc be tax- 
paying civic assets. 

The planning, the ownership, and 
the management of these en:erprises 
invite organization ultimately upon a 
national scale, and the spread of hold- 
irgs in many cities will conirm the 
security and the stability of the invest- 
ment. Such companies will aztract 
and hold the finest site-planning, 
a>chitectural, and engineerinz advice 
in the country. 

The building of such large-scale 
housing enterprises as have keen here 
discussed not merely offers n=w areas 
for capital investment, but abo opens 


up inviting fields for completely in- , 


tegrated, nationally operatirg, home 
building companies, capable of epply- 
ing to large-scale constructicn sound 
organization procedures and ménage- 
ment policies. «Such compénies are 
almost certain to be a develooment of 
the comparatively early fucurs. In 
time they will come to control quar- 
ries, brickyards, forests, lum>er mills, 
and a wide range of material and 
equipment factories. 

Here, then, is a new industry wait- 
ing to be created, an industry capable 


of producing billions of dollars in con- 
struction annually, able to stabilize 
year-round employment for a large 
part of the building trades, and com- 
petent to make a major contribution 
to economic and social security in the 
building of cities for the new day, cities 
composed of residential districts built 
and kept blight-proof by the applica- 
tion of principles tested and proved in 
other industries and other investment 
fields. 


Tue RÔLE or THE GOVERNMENT 


To the encouragement of private 
enterprise in the cultivation of this 
field, so new and potentially so pro- 
ductive, the Federal Government can 
contribute powerfully, particularly 
through the pattern of insured mort- 
gages already afforded by the Federal 
Housing Administration. This agency 
is already rendering invaluable service 
in emphasizing the investment char- 
acter of this type of city building. It 
is qualified to render even larger serv- 
ices in the field of research and fi- 
nancing. It should have the whole- 
hearted support of all business men 
and economists who may not yet be 
ready to scrap what we have long 
been proud to call the American 
system. 

This program is submitted as one 
answer to the question, How are we 
to build blight-proof and slum-proof 
residential districts in the future? 

Another question properly asked is, 
How can we eliminate our present bad 
housing? Wenow have little effective 
machinery for doing so. State and 
local laws are inadequate. The an- 
swer suggested by the sentimentalist 
is that the government acquire the 
slums by condemnation, tear them 
down and build new housing for slum 
dwellers on the site. The possible so- 
cial and economic effects of such a 
program need not be discussed here. 
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Because it is impractical and visionary 
for the government to enter upon great 
programs of new housing for slum 
dwellers, it does not follow, however, 
that it is impossible for the govern- 
ment to eliminate the slums. Much 
confusion upon these problems arises 
from the fact that in many minds they 
seem to be inseparable. In reality, 
there is no essential relationship be- 
tween them. The local governments 
may properly undertake to clear 
slum areas. Certainly they should 
provide adequate legislation and 
adequate. enforcement to compel 
the razing of insanitary and unsafe 
dwellings, or even of whole areas in 
which housing is dominantly insani- 
tary and unsafe. Such a program at 
this time would do much to stimulate 
the building by private industry of 
new communities, not for slum dwell- 
ers, but for persons who can afford to 
rent present-day low-cost housing. 
Into the acceptable secondhand hous- 
ing vacated by such persons, the 
dwellers in present unsafe dwellings 
would move, aided, if necessary, by 
cash payments from public funds for 
rent relief. 


SUGGESTED PROGRAM 


In summary, the suggested program 
is four-fold: 

First, let business encourage more 
adequate zoning legislation; 

Second, let the governments destroy 
slum housing; 

Third, let the Federal Housing Ad- 
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ministration be strengthened as an 
agency for research and for stimula- 
tion and financing of large-scale opera- 
tions; and 

Fourth, let private capital, on a 
sound investment basis, build large- 
scale planned communities designed to 
be managed as income-producing 
properties which are imherently as 
nearly blight-proof as is possible to 
contemplate. ` 

Now, I know it will be said that 
business will not do its part in such a 
program. It will be said that capital 
never has treated housing as an invest- 
ment, and has learned nothing in the 
late unpleasantness. Such counsel is 
uninformed. There are already sub- 
stantial signs m the sky that Amer- 
ican capital is alert to this opportu- 
nity, and it is almost a certainty that 
the next few years will produce con- 
vincing evidence of this fact. 

It is submitted that such a program 
is distinctly American. It is evolu- 
tionary, not revolutionary. This pro- 
gram can be realized. But there 
must be patience and a recognition 
that blights accumulating over genera- 
tions cannot be wisely or lastingly cor- 
rected overnight. Moreover, there 
must be faith in America as well as in 
our planning and housing ideals, and 
a recognition that sound progress can 
come, not through programs founded 
in the shifting sands of political ex- 
‘pediency, but only through programs 
rooted in a philosophical basis soundly 
democratic and wholly American. 


Charles F. Lewis, LL.D., is director of The Buhl 
Foundation, Pittsburgh, Pennsylvania; member of 
the Planning Commission of the City of Pittsburgh; 
and president of the Chatham Realty Company. 
He was a member of the Committee on Large-Scale 
Operations of the President’s Conference on Home 
Building and Home Ownership, 1931; and member 
of the Housing Advisory Council of the Federal 
Housing Administration, 1984-1935. 


Economic Factors Related to Residential Building 


By LOWELL J. CHAWNER 


HE active. production of domestic 

shelter by -private agencizs is 
closely related in all countries zo vigor- 
ous growth and to increases in levels 
of income. The rate of growzh in 
numbers, or more properly in new fam- 
ites added by natural imcrease cr mi- 
gration, appears to be the cominant 
d2mand factor which gives rise to 
changes in production. Imprcvements 
in levels of income not only en/arge the 
economic demand for shelter £s well as 
for other commodities; but preduction, 
in turn, particularly when arising from 
tae expansion of credit, furtker tends 
to increase employment and. income. 
Costs of ownership also influence the 
volume of construction, altheugh dif- 
ferently under different concitions in 
the market for shelter. It is this latter 
subject, the cost-of-producticn aspect 
af residential building, in reality the 
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annual “cost of ownership,” with 
which this present discussion is pri- 
marily concerned. 


ANNU.L VOLUME oF RESIDENTIAL 
BUILDING IN THE UNITED STATES 


The production of houses, as is well 
known, has been conspicuously marked 
by seveze long-time fluctuations in the, 
volume of current activity. During 
the yea> 1925 there were added to the 
residential building supply in nonfarm 
areas ic the United States, more than 
900,000 new family units. Seven years 
earlier zhe corresponding number was 
240,000, and eight years later, in 1933, 
it fell to some 60,000 units. No other 
industry of comparable size over this 
period experienced fluctuations in pro- 
duction as severe as did residential 
building, and only in a few other du- 
rable goods industries was the same 
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Preliminary Estimate of the Number cf Family Units Buit Annually in Urban and Rural Non- 
Fa-m Areas in the United States. 
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order of magnitude approximated. 
Preliminary estimates of the number 
of nonfarm family units built annually 
in the United States over the period 
from 1915 through 1936 are shown in 
Table I and in Chart I! 


TABLE I 

No. of 
Year Units Buili 
1915 529,000 
1916. 506,000 
1917 859,000 
1918., 241,000 
1919. 545,000 
1920. 337,000 
1921..... 457,000 
TIZ a eee Shah e aN 777,000 
MOOS io 2h eh chit eo ee 861,006 
TO aa cut aas $78,000 
1OS6 cpcdtsee se Siete saaet $19,000 
1926. $30,000 
1927. 771,000 
1928, 710,000 
1929. 517,000 
1930. 320,000 
196 E EE 204,000 
TEE 1° E ee 97,000 
T939: ate aa ES a 60,000 
1988 PE E E E 60,000 
1935. 133,006 
1990o oe os 254 Cees 250,000 


For residential building alone, ade- 
quate statistics are not available for 
years prior to 1915. However, total 
building permits in a number of urban 
areas since 1875 are available and ap- 
pear to have experienced cycles of large 
amplitude and with durations of six- 
teen to twenty-two years similar to that 
shown in Chart I for residential build- 
ing.” 

Fluctuations in the production of 
new units have been very great, not 


1See Appendix to this article for a discussion 
of the method used in arriving at these esti- 
mates. 

2 John R. Riggleman, “Building Cycles in the 
United States 1875-1932,” Journal of the Ameri- 
can Statistical Association, June 1938, pp. 174- 
188. Further unpublished investigations which 
Mr. Riggleman has very kindly made available 
indicate that ‘similar fluctuations occurred in 
earlier years at least as far back as 1830. 


only from year to year but also among 
individual cities as well as among 
groups, of cities classified according to 
size and relationship to metropolitan 
areas. On Chart II are shown the 
rates of building in terms of the number 
of units per ten thousand persons by 
city size, satellite and non-satellite 
communities being shown separately. 
These rates, which are estimated from 
building permit reports, provide the 
basis for the gotals shown in Chart I. 
Notable differences may be observed 
in the rate of growth between satellite 
and non-satellite cities. These differ- 
ences reflect the migration toward the 
periphery of large cities, both as the 
result of shifts from central sections, 
typical of urban growth, and from farm 
to urban areas.’ 


OTHER CHANGES IN THE SUPPLY 


Changes in the available supply of 
housing depend not only upon new 
building but also upon such factors as 
the conversion of large single-family 
houses to multiple-family dwellings, 
the conversion of residential structures 
to other forms of use, principally to 
stores and offices, and the withdrawal 
of structures from use by demolition 
and by destruction through catas- 


3 According to the revised estimates of the 
U. S. Bureau of Agricultural Economics, release 
dated Oct. 27, 1936, the net migration from farms 
to cities, towns, and villages averaged 630,000 


. persons per annum over the period from 1920 


through 1928. Beginning in 1930 it declined 
rapidly, but actual reversal of migration, i.e., a 
net movement back to farm areas, occurred in 
only one year, 1932, During 1935 the move- 
ment to cities, towns, and villages had again 
reached a very large number, 386,000. Intra- 
city migration in Cleveland has been studied in 
great detail by Mr. Howard W. Green, Real 
Property Inventory of the Cleveland Metropolitan 
District, No. 6, Table 5, pp. 297-401, and other 
volumes. Several charts included in the report 
prepared in 1934 by the Slum Clearance Com- 
mittee of the City of New York also show migra- 
tion trends for that city by boroughs and census 
tracts for the period 1920-1930. 
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trophes such as fire, flood, and tornado. 
Statistics indicating the net change in 
the housing supply resulting from con- 
version are available for only a few 
very large cities such as New York and 
Philadelphia. It is frequently assumed 
that the number of family units 
added by the conversion of large houses 
to apartments is approximately equal 
to the number taken out of use by the 
conversion of residential buildings to 
other purposes. Such information as 
is available, however, indicates that 
there may be some net increase in units 
by this process. 

The demolition of residential struc- 
tures in the United States in the past 
has been at a very low rate, and over 
the period from 1920 to 1930 probably 
did not average more than forty thou- 
sand family units per year in all non- 
farm areas.* In the majority of cases 


4 During the period from 1920 to 1929 inclu- 
sive, apartment demolitions in New York City 
were about 5.7 units per annum per 10,000 popu- 
Jation, based upon an average of the 1920 and 
1980 populations, and from 1932 to 1934 the rate 
was 5.3 units per annum (based upon 1930 popu- 
lation). In Cleveland from 1932 to 1935 the 
corresponding rate (based upon 1930 population) 
was 8.0 units. In Philadelphia from 1930 to 
1935 the corresponding rate was 6.9 units (based 
upon 1930 population), These rates have been 
computed from the Annual Reports of the Tene- 
ment House Department of the City of New 
York; the Real Property Inventory, Cleveland, 
Vols. 1 to 6; and unpublished data for Philadel- 
phia. 

At the present time the Bureau of Labor Sta- 
tistics is engaged in a feld survey to obtain an- 
nual demolition data for about 850 cities over 
the period from 1929 through 1935. Preliminary 
tabulations for a few of these cities indicate some- 
what lower rates than those for the individual 
cities mentioned above. 

The figure of 40,000 units per annum for all 
urban and rural nonfarm areas over the period 
from 1920 to 1930 is little more than a guess 
based upon such scattered data as are indicated 
above. The annual rate corresponding to this 
figure is 4.8 units per annum per 10,000 popula- 
tion, based upon the average annual population 
over this period. Mr. Frank J. Hallauer uses a 
rate of 5.0 units per annum per 10,000 based 


during this period, demolitions occurred 
in connection with changes in land use 
from residential to commercial or other 
purposes. Only infrequently have sub- 
marginal structures actually been taken 
down (prior to the last few years) 
solely because they were no longer in 
demand. During the past four or five 
years the rate of demolition has been 
substantially increased through the ac- 
tion of municipal authorities in pro- 
hibiting the occupancy of structures 
unsafe or otherwise unfit for use. The 
assistance of the Federal Government 
in the removal of such structures with- 
out cost to their owners has also accel- 
erated the rate of demolition. 
Withdrawal from use as the result 
of fire, flood, tornado, or other catas- 
trophe may be estimated at approxi- 
mately thirty thousand family units 
annually in nonfarm areas over the 
period from 1920 to 1929. No statis- 
tics on this subject are available, how- 
ever, other than for the dollar value of 
total fire losses covering personal as 
well as real property and partial as well 
as complete destruction reported by the 
National Board of Fire Underwriters.’ 
Up to the present time in the United 
States, average net changes by conver- 
sion, demolition, and other withdrawal 
from use have thus been small in com- 
parison with the number of new units 
built annually. Over the period from 
1920 to 1929 inclusive, the number of 
new units built as indicated in Chart I 
was approximately 7,000,000. During 
this same period the number of units 
withdrawn from use by all causes prob- 


upon 1920 population for his computation cover- 
ing the period 1920-1930: “Population and 
Building Construction,” Journal of Land and 
Public Utility Economics, Feb. 1934, pp. 35-41, 
and Feb. 1936, pp. 12-18. 

5 Report of the Committee on Statistics and 
Origin of Fires, National Board of Fire Under- 
writers, New York, May 28, 1936, p. 5; “Ameri- 
can Homes Unnecessarily Sacrificed to Fire,” 
Fire Prevention Yearbook 1925, p. 7%. 
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ably did not exceed 10 per cent of that 
number. 


ADJUSTMENT OF SUPPLY TO THE 
CURRENT DEMAND 


Although residential building in all 
but the most inactive years is a large 
and highly important branch cf indus- 
trial activity (from 1923 to 1923 in- 
clusive it totaled more than four bil- 
lians of dollars per annum), it stands 
in relation to the total housing supply 
as a comparatively small*increment in 
the number of available units Even 
in the peak year of 1925, the number 
af new units added did not exceed 5 
per cent of the then existing subply, 
ard in 1933 and 1934 it fell tc a level 
af less than 0.3 of 1 per cenz o? the 
standing supply. 

The adjustment of production to 
mzet current demand, even if possible 
as a normal economic process, would 
require very large year-to-year changes 
carresponding to the current changes 
in demand. An increase in vacancies 
of 2 per cent due to the doubling-up of 
families, if such a sudden chang should 
cceur, would alone more than offset an 
average increase of about 470,000 per 
annum in the number of fanilies in 
nonfarm areas, and would mak: practi- 
cally unnecessary any new bu Iding tn 
a year during which such temporary 
doubling might occur. Undovblmg of 
this magnitude in any year waulc con- 
versely create a physical need of twice 
tke average requirement. Actually, 
tke intensity of use does not aspear to 
change at such a rapid rate, although 
doubling up may very likely have been 
more than 1 per cent during 1932 in 
uzban areas in the United Sta<es* 

The relatively small ratio which 


6 Statistics on the number of extra fami.les are 
inzluded in the Federal Real Prope-ty Inven- 
tery, 1934, U. S. Bureau of Foreign and Domes- 
tic Commerce. No measure of year-:o-year 
changes or distinction between permanent and 
temporary doubling-up appears to be available. 


" different conditions. 


annual production bears to the total 
supply, elthough essentially true of all 
commod_ties excepting direct consuma- 
bles such as food, fuel, and services, 
characte-izes housing to a higher degree 
than it does any other major com- 
modity. Manufacturing buildings and 
equipment and railroad rolling stock, 
for examole, although generally thought 
to be highly durable, are for the most 
part withdrawn from use after much 
shorter periods of time than dwellings. 
In fact, as has already been observed, 
residenttal structures seldom have been 
withdrawn from use and, in any event, 
their replacement has been postponed 
over lonz periods of time. 


THEORETICAL ASPECTS OF 
PRODUCTION 


The economic process by which new 
units are added to the standing supply 
of residential buildings is not essentially 
different in basic theory from that of 
other commodities. The customary 
distinctions of classical theory between 
current market, short-term, long-term, 
and secvlar trend conditions in the sup- 
ply are, nowever, of special importance. 
This arises in part from the capacity of 
the basi: demand in terms of the net 
increase in new families added annually 
to chanze substantially as well as to 
expand >r contract greatly by doubling 
and undoubling, thus placing the re- 
quirements for new residential building 
from time to time under substantially 
The postponable 
character of new construction, the 
great leagth of life of structures, and 
the relacive ineffectiveness of economic 
processes for taking submarginal struc- 
tures permanently out of use add to the 
violence of these changes as they affect 
production. 


Market conditions 


Market conditions may be said to 
prevail at times when vacancies are 
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numerous, because of a contraction of 
demand or in some cases because of a 
previous overproduction of desirable 
units. Under these conditions “cost 
of ownership” is not an important ele- 
ment in the determination of produc- 
tion or of rent or value, which for the 
most part may be expressed in terms of 
relative desirability of available units. 
The prospect of an increase in rent or 
sale price does, of course, affect the sup- 
ply schedule and may result in the 
withholding of properties from use and 
in sustaining prices above those which 
would exist in a market for a rapidly 
perishable commodity. Those condi- 
tions are roughly descriptive of the 
housing market in most communities 
in the United States over the period 
from 1928 to about the beginning of 
1935. 


Short-term conditions 


During periods when there is a short- 
age, however, “cost of ownership” 
plays an important part in determining 
the volume of construction of new 
units. As economic demand increases, 
a shortage of desirable units begins to 
develop, often quite rapidly. In this 
case short-term conditions, in which 
productive capacity is somewhat lim- 
ited by available labor, materials, and 
investment funds, may in an important 
degree influence the number of units 
which may be built. 

The immediate postwar period il- 
lustrates clearly the short-term in- 
fluences of cost upon the production of 
dwelling units. Such conditions were 
particularly marked in 1919, 1920, 
and 1921, and no appreciable adjust- 
ment was reached until 1922 or 1923. 
Throughout this period the economic 
demand as measured by rents and 
vacancies was increasing, although in 
the summer of 1922 rents did show a 
very slight reaction in this steady rise 
to a peak in the middle of 1924. Dur- 


ing the latter part of 1919 and the early 
part of 1920 the costs of materials 
moved up very rapidly, 70 per cent 
from April 1919 to the same month one 
year later, but declined equally abruptly, 
reaching a temporary low point in 
September 1921. Wages in the build- 
ing trades advanced sharply in 1920 
and increased somewhat during the 
following year, but declined in 1922. 

Tt is clear that the sudden rise in 
building costs in 1919 and 1920, in spite 
of a very actfve demand, did much to 
cause the reaction in the volume of 
residential building which occurred in 
1920. The prompt readjustment of 
prices in the latter part of 1920, al- 
though contributing to the business 
depression of 1921, was followed by 
a recovery in building activity in 
that year.’ Interest rates also ad- 
vanced rapidly during 1920, reached 
their highest levels early in the follow- 
ing year, and declined somewhat there- 
after. In comparison with immedi- 
ately preceding and following years, 
the aggregate of the major elements of 
cost was at a moderate level in 1922, a 
year which experienced an astonishing 
increase in building activity. Observa- 
tion of Chart I indicates that each of 
the year-to-year fluctuations in new 
building from 1919 through 1922 were 
in substantial agreement with theoreti- 
cal expectations as regards the manner 
in which cost operates upon production. 


7 Building cost statistics covering this period 
are shown in some detail by the author in “Con- 
struction Cost Indexes as Influenced by Tech- 
nological Change and Other Factors,” Journal 
of the American Statistical Association, Sept. 
1935, pp. 561-576. 

Mr. Frank R. Garfield, Board of Governors of 
the Federal Reserve System, and Mr. William 
M. Hoad, Central Statistical Board, have called 
special attention, in a paper presented at the 
Annual Meeting of the American Statistical 
Association in December 1936, to an important 
distinction existing between the trends in build- 
ing costs and in the actual purchase price of 
houses. 
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Lang-term conditions 


Long-term conditions in the supply 
permit certain adjustments in the num- 
ber of workers and in the prices and 
production of necessary materia.s as 
well as in investment funds and busi- 
ness organization in the buildinz indus- 
tzv. To the extent that demanc fol- 
lows an orderly rate of increese, cost 
may be in substantial adjustment with 
value, and production may be com- 
paratively steady over Such periods. 
Assuming that rigid limits may ke set 
upon an economic process im which 
change is a dominant characteristic, 
such a “normal” adjustment >etween 
velue, cost, and annual productioa ap- 
pears to have been reached in 1923 
cr possibly 1922, and to have con- 
tinued through 1927. 

Although this period was one of 
apparent stability as regards the rela- 
tion between demand, costs, end pro- 
cuction, its commitments for tke fature 
were highly insecure. The accumula- 
tion of tremendous debt, invo-virg in- 
terest charges higher than they had 
been during any similar long yertod of 
years for many decades, and wi-hout al- 
lowances for amortization or othe? pro- 
tection against depreciation, obsoles- 
cence, or other loss of value, resulted in 
asituation inthe ownership and produc- 
tion of housing which was inherently 
unstable and which could hardly have 
withstood even moderate adversity. 


Szeular trends 


Secular trends, in buildimg tech- 
nology, in types and practices of lend- 
ing institutions, and in living 2ustoms, 
eg., from single-family to <nu'tiple- 
family units, also result in important 
caanges in production. The 2ffects of 
sich trends upon year-to-year produc- 
tion, however, are likely to be obscure 
and are not readily amenable zo analy- 
s-s In general terms. 


ANNUAL Costs oF OWNERSHIP IN 
RELATION TO PRODUCTION 


During periods of active demand, 
particularly in short periods as indi- 
cated in the previous section, “costs of 
ownership” clearly influence the vol- 
ume of building. The more important 
elements entering into annual cost are 
the original building cost of structures 
and other improvements, the purchase 
price of Jand, interest rates and other 
financing charges, annual taxes and 
assessments upon land and improve- 
ments, and the annual loss of value due 
to obsolescence and depreciation. Sup- 
plementary costs, such as those for 
transportation and community services 
(refuse collection, recreational facilities, 
schools, and so forth) not adequately 
providec by public agencies, also enter 
into any comparisons of the annual 
cost of Lousing in different areas. 


Building costs 

Imprcvements in the facilities in- 
cluded in houses have been substantial 
during tae past two decades. Changes 
in residential building methods, how- 
ever, have been very slight, and the 
technique of fabrication of houses has 
been on2 of the slowest of the arts to 
respond to the widespread technical 
progress of recent times. The result 
has been that a moderately rising long- 
time trend in the prices of building ma- 


terials, secompanied by a much steeper 


trend in wage rates in the building 
trades, has resulted in a substantial 
increase in building costs during the 
past tw or three decades. The fail- 
ure of residential building to share in 
the technological developments which 
have mede possible both high wages and 

78 Mr. George Terborgh (Bd. of Gov., Fed. 
Res. Syst2m), in a paper on “The Present Situa- 
tion of Inadequate Housing” (meeting, Am. 
Econ. Aso., Dee. 1936), has also called atten- 
tion to the highly variable promoters’ and build- 
ers’ profits and losses over this period. 
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lower costs in many types of manufac- 
turing production, has undoubtedly 
seriously hindered the improvement of 
housing conditions which would have 
followed substantial technical improve- 
ments and consequent reductions in the 
purchase price of dwelling units. 

The effect of changes in the purchase 
price upon the number of persons who 
can afford to occupy a given dwelling 
unit has been the subject of consider- 
able speculation. Chart II makes 
some further conjecture upon this sub- 
ject, as well as with regard to interest 
rates. This Chart is a summation of 
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bemg equal” in a strictly economic 
sense, it would appear that a 20 per 
cent reduction in the total purchase 
price of a house and lot from $4,000 
to $3,200 would be expected to increase 
the number of families who could afford 
to occupy such a house by approxi- 
mately three and a half million in urban 
and rural nonfarm areas in the United 
States on the basis of 1929 levels of 
income. ` 
Although the number of families in 
the income classes in the range under 
consideration varies widely in the two 
periods, the number which might ap- 
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income frequencies, and shows the num- 
ber of families in the United States hav- 
Jng incomes greater than the amounts 
shown as abscissa. “Other things 


3 The distribution of urban and rural nonfarm 
families by income groups in 1929 was derived 
from an estimate by the Brookings Institution, 
America’s Capacity to Consume, Table 37, p. 
227. As shown on the chart, “families” include 
unattached individuals occupying separate dwell- 


pear to be affected by the change in 
costs indicated is approximately the 





ing quarters, end thus correspond with the census 
total of families. 

The distrikution of nonfarm families by in- 
come groups in 1933 is based on the percentage 
distribution of family income by income groups 
reported in the Financial Survey of Urban Hous- 
ing, U. S. Department of Commerce, 1934. The 
total estimated number of nonfarm families in 
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same for both 1929 and 1933 levels of 
income. The assumed cost is con- 
sidered to be the minimum necessary to 
provide adequate shelter and facilities 
for a typical American family of mod- 
erate income in urban areas in the 
United States. The years 1929 and 
1933 are the only periods in recent 
years for which the distribution of fam- 
ily income appears to have been esti- 
mated. 

This observation reganding the iso- 
lated result of changes in costs is, of 
course, not fully descriptive of the ac- 
tual consequences which would follow, 
because of the widespread adjustments 
in general economie activity which in- 
evitably accompany any substantial 
change in a single factor in the eco- 
nomic life of a country. Although not 
precisely measurable, the illustration 
does suggest, however, that effects upon 
production which follow substantial 
changes in costs (purchase price) during 
periods of active demand are likely to 
be of large magnitude. 


Financing costs 


Interest rates and other financing 
charges, and the rate of retirement of 
invested capital made necessary by 
depreciation, obsolescence, and other 
loss of value, are also of major impor- 
tance in any discussion of the produc- 
tion and supply of domestic shelter. 
The effect of changing interest rates 


upon the volume of production is of + 


1933 were first distributed accotding to these 
percentages. The resulting frequencies gave a 
total nonfarm income less than that indicated by 
the statistics of national income paid out (Na- 
tional Income in the United States, 1929-1935, 
U.S. Dept. of Commerce, 1936), with allowances 
for agricultural income and for the income of 
individuals living in hotels, boarding and lodging 
houses, labor camps, and so forth. 

Family incomes were adjusted upwards by a 
constant percentage for all incomes in such a 
manner that both the number of families and the 
total of all family incomes were in agreement 
with the statistics mentioned above. 


special importance here, and has al- 
ready been discussed briefly in connec- 
tion with “short periods” in the pre- 
ceding section. 

The relation between changes in in- 
terest rates and amortization, “other 
things being equal,” and the number of 
families which would be affected by 
such changes, is suggested by certain 
comparisons based upon Chart IIL. 
The chart indicates that, based upon 
the levels of income in 1929, approxi- 
mately five million more families of 
moderate income could support the 
ownership of a minimum-priced house 
adequate to their needs if interest rates 
and amortization were to change from 
6144 per cent amortized over 20 years 
to 444 per cent amortized over 30 years. 
This calculation is based upon the as- 
sumption that one fifth of family 
income is allocated to cover interest 
and amortization charges upon the 
total purchase price of house and lot. 

The number of families which it ap- 
pears would be affected, other things 
being equal, is very great, being ap- 
proximately seven times the average 
number of family units built annually 
in nonfarm areas in the United States 
during the period from 1920 to 1929. 
The secondary consequences, however, 
such as reductions in rents and values, 
changes in consumers’ appraisal of the 
desirability of improved housing as 
compared with other commodities, 
changes in the supply of materials, 
labor, land, and investments funds, 
and similar economic adjustments 
which would follow a substantial vol- 
ume of new building, would greatly re- 
duce the number of families which 
otherwise might appear to be affected. 
In spite of these limitations, the com- 
parisons do suggest that a highly im- 
portant relationship exists between 
interest rates and amortization, and the 
volume of production of new units as 
measured by the ability of families to 
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support home ownership either as 
tenants or as owner-occupants. 
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Housing Which Equal Annual Payments of $240 Will Support at Varying Interest Rates and 
Periods of Amortization. l 


Chart IV provides a more direct com- 
parison of the effect of interest rates 
and amortization upon various invest- 
ments in housing which could be sus- 
tained by a given annual outlay for 
such purposes. 
ical representation of the mathematical 
relationship which exists between a 
capital expenditure, interest’ rates and 
periods of amortization, and the annual 
payment required to sustain that ex- 
penditure. It may be observed that 
equal annual payments of $240 for 20 
years will sustain a capital expenditure 
of approximately $2,700 when interest 
rates are 614 per cent, and that the 
same annual payments over 30 years 
with interest rates at 41% per cent will 
sustain a capital expenditure of ap- 
proximately $3,900. 


Other costs 


In addition to purchase price and 
financing charges, a number of other 


This chart is a graph- | 


community services, enter substan- 
tially into the total cost of home owner- 
ship. Purchase price and financing 
charges, however, appear to be the 
dominant factors, and consequently 
have been particularly emphasized~in. 
this discussion. “a 


Costs and production: English experience 


Experience in England since about 
1929 follows theoretical expectation 
and also tends to confirm the reactions 
in the United States during 1919 to 
1921 with regard to the relation be- 
tween interest rates, construction cost, 
and private residential building. 
Through voluntary “coöperation, all 
branches of the home building industry 
in England and Wales have assisted 
during the past six years in maintain- 
ing conditions favorable to sustained ac- 
tivity in meeting the existing demand 
for dwellings. The building societies, 
aided by large amounts of available 
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funds and strong and efficient manage- 
ment, havereducedtheirinterestrateson 
comparable loans from approximately 
6 per cent in 1929, to prevailing rates at 
the present time upon well-secured 
private loans as low as 44% per cent.’ 

Construction costs have also been 
very substantially reduced each year 
since about 1927, with the exception of 
the past two years, during which a 
slight increase has occurred. ‘This re- 
duction may be attributed in part to a 
codperative agreement between the 
building trades workers, contractors, 
and the Government, by means of 
which the workers have accepted lower 
hourly wages in return for more sus- 
tained employment. During this pe- 
riod the number of “houses” reported 
by the Ministry of Health as having 
been built annually in England and 
Wales without state assistance, for the 
annual periods ending March 31, has 
increased steadily from 70,000 units in 
1929 to 284,000 in 1935. Although 
there has been a steady demand for 
housing in England due to a large in- 
crease in the number of families, ac- 
companied by a moderate increase in 
population, this large volume of pri- 
vate building probably would not have 
been maintained had not interest rates 
and construction costs been substan- 
tially reduced. 


SUMMARY 


Major fluctuations in the production 
of houses are for the most part domi- 
nated by demand factors such as mar- 
riages less dissolutions by death or 
divorce, immigration, internal migra- 


? A discussion of recent “Changes in Interest 
Rates” appears in the Economist, London, April 
11, 1936. This article states that effective in- 
terest rates on mortgages held by the building 
societies have declined from 5.78 per cent in 1929 
. to 5,20 per cent in 1935. Actual interest rates 
charged on new loans to private borrowers have 
been reduced to a much greater extent, approx- 
imately 114 per cent, as indicated above. 
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tion, and levels of family income. 
These major fluctuations, which ap- 
pear to have been roughly cyclical, are 
believed to result in periods of differing 
character with regard to the influence 
of costs and other supply factors upon 
the volume of building at different 
periods of time. 

Special emphasis has been placed 
upon these differences in time as they 
relate to costs. Market conditions at 
times of curtailed demand or excess in 
the standing supply evidence little re- 
lationship between cost factors and 
production. With increasing demand 
and actual or approaching shortage, 
production may, over short periods, 
show a marked relationship to cost. 
Over longer periods, the supply of 
necessary labor, materials, credit, busi- 
ness organization, and similar factors 
becomes adjusted to enlarged require- 
ments, and cost and production may be 
in fairly close adjustment. 

Actual stability, however, is seldom 
attained. Residential building, in spite 
of its relative size and importance when 
compared with other industries in good 
times, is essentially a small increment 
in the available supply of a highly dur- 
able commodity. Moderate changes 
in the total demand represent very 
large changes in the increments in that 
demand, and result in wide changes in 
production. 

The period from 1915 to 1934 is the 
only one for which residential building 
statistics alone are available. This 
period tends to confirm theoretical ex- 
pectation with regard to the relation 
between major cost factors and the 
volume of production. Experience in 
England since 1930 also tends to con- 
firm theoretical expectation with regard 
to these factors. 

The costs of production, in the eco- 
nomic sense, which are related to pri- 
vate residential building are essentially 
costs of ownership. Interest rates, 
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building costs, land costs, taxes, and 
other costs of ownership have long 
been recognized as highly important in 
their relation to residential building. 
The magnitude of the possible effects 
of cost changes upon production is not 
readily commensurable in precise terms. 
Certain indications based upon the 
consequences which appear to follow, 
other things being equal, from changes 
in purchase price and in financing 
charges, upon the number of families 
who could sustain the ownership of a 
minimum-priced house have been sug- 
gested by Chart III. The secondary 
adjustments which inevitably accom- 
pany any major economic change would 
of course greatly lessen the conse- 
quences which might otherwise be ex- 
pected to follow changes in building 


and financing costs. Nevertheless, both 
theoretical observations and actual ex- 
perience indicate that substantial changes 
in the costs of ownership in certain 
periods ‘may have highly important 
effectsupon residential building volume. 
The magnitude of these effects is 
likely to be especially large in the 
United States at the present time. 
Vacancies in many cities are lower than 
they have been for a decade er more; 
marriages in urban areas appear to be 
greater in numiber than at any previous 
time; and levels of family income are 
increasing. Consequently changes in 
costs of ownership may be expected to 
have particularly important effects at 
the present time upon the volume of 
new units produced, which is still at 
comparatively low levels. 


APPENDIX 


Estimates for the years 1921 to 1935 in- 
clusive are based largely upon the number 
of families provided for as reported to the 
United States Bureau of Labor Statistics. 
These reports cover dwellings in all cost 
ranges in an increasing number of cities 


which embraced approximately 50 per cent- 


of the nonfarm population in 1921 and 55 
per cent in 1935. Rates based upon these 
reports were computed for satellite and 
non-satellite cities in considerable detail as 
indicated in Chart IJ. Using these rates, 
estimates of the number of family units 
built were extended to cover each group of 
ncn-reporting cities or unincorporated areas 
upon the basis of the population of these 
areas. Whenever possible, allowances were 
made for annexations, lapses, under report- 
ing, discrepancies between plans filed and 
multifamily units completed in New York 
City, and similar factors. The estimates 
for satellite cities under 25,000 population 
also depend upon the reports of the Real 
Property Inventory, United States Bureau 
of Foreign and Domestic Commerce, 1934. 
The figure shown for the year 1936 is an 
extension of the estimate for 1935 on the 
basis of the relative increase in 1936 over 


that in 1935 as indicated by annual totals 
for over seven hundred identical cities. 
Estimates for the years 1915 to 1920 in- 
clusive were projected back from the 1921- 
1922 average, as determined above, by 
using the link relatives indicated by year- 
to-year changes in residential floor space in 
twenty-seven eastern states reported by 
the F. W. Dodge Corporation, adjusted to 
allow for the differences during these years 
in the rates of building in eastern and 
western states (total building permits in 
representative cities were used for this 
minor adjustment). The dollar value of 
residential building contracts awarded, de- 


* flated for price changes, yielded link rela- 


tives not unlike those computed from floor 
space, but much more uncertain because 
of the uncertainty inherent in building cost 
indexes, particularly from 1917 to 1922. 
The total number of ‘family units esti- 
mated as having been built in nonfarm 
areas during the years 1920 through 1929 
is Shown as 7,057,000. A rough check upon 
the reliability of these estimates over this 
period may be determined from the reports 
of “Families” from the Decennial Census 
of Population in 1920 and 1930, with allow- 
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ances for differences in census dates As- 
stming 2 per cent vacancies in 1£20 and 5 
per cent in 1930, demolitions of 43,090 per 
annum, fire and other catastrophic boss of 
30,000 per annum, and net addtions by 
ccnversion of 15,000 per annum, it would 
appear that 6,974,000 new dwelling units 
were added during this decade. This 
seemingly close agreement should rot be 
accepted, however, as more thar a rough 
indication of the reliability of the estimates. 
Increased allowances for net adcitioms by 
ecnversions, for fewer vacancies in 1£20, or 
similar changes, would give sligh-ly differ- 
ent results. In making the above com- 
parison, however, the most likey values 
have been used. 


These estimates were computed under 
the direction of the author by Miss Dorothy 
Smith, who also assisted greatly in other 
ways in the preparation of this paper. A 
fuller explanation of the methods used has 
been prepared and will be furnished upon 
request. Similar estimates, covering the 
period 1920-1936, also based upon building 
permits reports but using an entirely dif- 
ferent method of projection, have been 
prepared by Mr. David L. Wickens and Mr. 
R. R. Foster of the National Bureau of 
Economic Research, and were discussed by 
them at the Annual Meeting of the Amer- 
ican Statistical Association, December 
1936. The estimates in their entirety, how- 
ever, have not been formally released. 
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The Industrial Organization of Housing: Its Methods 
and Costs 


By A. C. SHIRE 


TE HAVE heard over and over 
again that the homes of today 
are badly built, poorly planned, and 
too costly. The blame is placed on 
labor for its lack of skill, for its high 
wages, for the restrictive practices and 
rackets of its unions; on builders for 
poor design and shoddy construction; 
on manufacturers for high pressure 
and high profits. But these are re- 
sults, not causes; results of the incho- 
ate organization of the building in- 
dustry, and this in turn springs from 
something deeper in our social and 
economic complex. 


CoMPLEXITY of House Con- 
STRUCTION 


If we examine an ordinary house in 
process of construction we find there 
are delivered to the site on which this 
house is being built, twenty thousand 
to forty thousand parts or pieces of 
material, to be handled, assorted, re- 
handled, fitted, and fastened together. 
We find that there are over a thou- 
sand items—kinds of material—to be 
ordered, received, checked, invoiced, 
and paid for; that there may be a hun- 
dred men working directly on the de- 
sign and construction of that house; 
that these hundred men represent 
twenty different kinds of skills and 
specialized work; that as many as one 
hundred different firms studied the 
plans and prepared estimates of the 
cost of certain parts of the work; and 
that about fifteen different contracts 
were drawn up with the fifteen suc- 
cessful bidders. 

It would seem, then, that the con- 
struction of a house is a complex affair 


requiring highly trained, specially 
skilled men working under the direc- 
tion of am experienced and particu- 
larly capable management who plan 
the operation and arrange and direct 
the flow cf neen, materials, and ma- 
chines. It might be expected that 
here the American genius for indus- 
trial organization would blossom into 
its finest flower. It might be ex- 
pected that attractive, well-arranged, 
well-built dwellings, economical to 
maintain, would be available to the 
large mass of the population whose 
ownership of automobiles, radios, and 
what-nots have made the workers of 
the rest of the world think that every 
American is a millionaire. 

On the contrary, we live in houses 
whose average age is about twenty 
years,’ poorly planned and arranged, 
and expensive to heat and maintain. 
Nor are the new dwellings appreciably . 
better than the old ones, and their 
cost is so high that two thirds of our 
population cannot afford them and 
must live in the hand-me-downs of the 
wealthier upper third, and, neverthe- 
less, spend about one quarter of their 
incomes for rent and upkeep. Why? 
* Because in an age of large-scale financ- 
ing, power, and mass production, we 
have the anachronism that the oldest 
and one of the largest of our indus- 
tries, concerned with the production 
of one of the three essentials of life, is 
highly resistant to progress, follows 
practices developed in the days of 
handwork, operates as a large number 


* Nathaniel H. Engle, Housing Conditions in 
America as Revealed by the Real Property In- 
ventory (U.SD.C. Dec. 1934), p. 3. 
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of picayune businesses, is overloaded 
with a whole series of overheads and 
profits, is bogged down by waste and 
inefficiency, is unable to benefit by ad- 
vancing productive techniques in 
other fields, and is tied down to an ob- 
solete and costly system of land uti- 
lization. | 

Unlike other widely used commodi- 
ties, shelter is not made in a factory or 
plant organized for its production, nor 
are its design, construction, and sale 
controlled by a directing head or man- 
agement. It is fabricated on the site, 
and is the concern of a number of 
loosely codperating individuals, busi- 
nesses, and professions. Each build- 
ing or group of buildings is an opera- 
tion in itself, unrelated to any other 
operation. Each operation is the oc- 
casion for a different combination of 
the men and organizations which 
make up the industry and its allied 
agencies. This lack of a definite 
productive organization has retarded 
the development of the product and 
has prevented its attaining the qual- 
ity and the low cost which our knowl- 
edge and technique would otherwise 
be capable of producing. 

Housing consists not only of build- 
ings but also of land—the land on 
which the buildings stand and land 
for open spaces so that people, goods, 
light, and air may have access to the 
buildings. Land is a necessary con- 
comitant of a building. With unre-. 
stricted. private ownership and use, 
much of the land becomes a commod- 
ity to be bought and sold for the mak- 
ing of a profit, to be held for its pos- 
sible future money value rather than 
its immediate use. Large profits are 
to be derived from splitting up tracts 
and selling them in small parcels. 

Other processes of a capitalist so- 
ciety also operate to encourage the 
ownership of small plots of land by 
many people, and to encourage these 
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people to build on their Jand; and, 
since completed buildings are too large 
to be manufactured in a plant and 
transported to the site of their use, 
building becomes a custom job to be 
done as a single unit operation for the 
individual on his plot of ground. 
From this the complex organization 
of the building industry and its many 
disabilities seem to spring. 


ORGANIZATION AND PROCEDURE 


The individual—or the company— 
having acquired ownership of land 
which he wishes to use for housing, 
finds himself without sufficient funds 
to finance the building operation. He 
seeks a loan for this purpose. Since 
the loan is usually for a considerable 
proportion of the value of the build- 
ing, or of the building and land to- 
gether, it is arranged on terms which 
make the lender a part owner— 
though not a partner—in the prop- 
erty. With this part ownership go 
certain rights of control over the plan- 
ning and construction. 

Since the landowner cannot buy a 
building already made and have it set 
on his land, he next engages an archi- 
tect to design his building and possi- 
bly to supervise its construction as his 
representative. Then, usually with 
help of the architect, he selects and 
enters into a contract with a builder 
or general contractor for the construc- 
tion of his house. The general con- 
tractor, working on a small scale and 
having comparatively little capital, 
subcontracts to others a major part 
of the work. Materials are purchased 
by all of them from many sources. 
Finally, labor in the employ of the 
contractors performs tlie actual work 
of construction. 

There are, of course, variations on 
this procedure. The architect may be 
eliminated, the owner selecting a de- 
sign already made. Two or more of 
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the groups may be combined in one 
company, or the subdivision into 
groups may be carried even further. 
If selling or renting is to be done, a 
realtor may be added. But the pro- 
cedure is much the same whether the 
resultant product is a single house, a 
number of houses, or multiple-family 
housing. 

There is no centralized control, no 
directing force. Each of these groups 
is limited in the efficient performance 
of its part of the work by the disabili- 
ties of the other groups and the con- 
trol imposed by them. There are 
further limitations imposed on the free 
development of better techniques by 
public and semipublie bodies—build- 
ing officials and their codes, fire insur- 
ance underwriters, public utility com- 
panies. 

The complex nature of the organi- 
zation of agencies involved in the con- 
struction of residential buildings may 
be gleaned from the following dia- 
gram: 


So 
= 
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and its inferior quality. He buys 
land without consideration for its suit- 
able or economical development. 
Knowing little or nothing of the prob- 
lems involved, failing to consult an 
architect or an engineer who could ad- 
vise him, he may buy land which re- 
quires costly work to provide roads, 
sewerage, water, or foundations. He 
may buy where utilities have not been 
installed, streets have not beèn con- 
structed or kave been poorly con- 
structed, or schools have not been pro- 
vided, and find himself faced with 
high taxes or assessments for the 
provision or repair of these necessary 
accessories to his home. He has cer- 
tain ideas as to the house he wants, 
and seldom faces the fact that it will 
cost more than he can afford to pay, 
or realizes that there are a number of 
things that he must pay for which are 
not included in the construction cost. 
He insists on a house like those of his 
neighbors, yet different—like theirs in 
its faults, yet different enough to hin- 
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PRACTICES Arrectinc Cost AND 
QUALITY 
The owner 
The owner seldom realizes that he 
himself is responsible for an appreci- 
able part of the high cost of housing 


der the development of mass produc- 
tion with its resulting economies. 
And his preferences, often ill-advised, 
are catered to by the rest of the in- 
dustry. 

Too often, believing that he can 
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save an architect’s fee, the owner picks 
a house design from a magazine or se- 
lects a stock plan from among those 
carried by the realtor or the local ma- 
terial dealer, and goes directly to a 
builder or contractor. Knowing little 
or nothing about construction, he has, 
under such circumstances, placed him- 
self entirely in the builder’s hands and 
is unable to control the quality of 
work or materials. 


The money lender 


Institutions that provide funds for 
mortgages seldom meet their respon- 
sibilities as part owner. Failing to 
provide themselves with competent 
consultants, they give shortsighted 
consideration to the future sales value 
of the architectural style and design 
of the house, and do little or nothing 
to insure good quality in the construc- 
tion. 


Building codes 


Obsolete and rigid building codes 
require unnecessarily costly construc- 
tion, hampering improvements in 
building technique. They require 
manufacturers to change their stand- 
ards for different localities and to 
spend appreciable sums of money sto 
get their products accepted by local 
authorities. 


The architect 


The work of the architect is affected ° 


by many disabilities, his own and 
others’. The owner, the mortgagee, 
building codes, and the limitations of 
contractors hamper him in the free ex- 
pression of his best Judgment. But 
he himself, trained to recapture the 
beauties of the past, knows too little 
about the needs of today. As an in- 
dependent professional with his way 
to make in the world, he is prone to be 
too much concerned with the pretty 
tricks which give him a reputation for 


a “style,” and too little with the re- 
quirements of efficient shelter. 

With insufficient engineering back- 
ground and without time or facilities 
for research, the architect relies on 
out-of-date information and the sales 
arguments of manufacturers for his 
knowledge of materials and equip- 
ment. Working independently of the 
manufacturer and the contractor, he 
tends to ignore stock sizes and local 
practices. Ill-fitted by temperament 
and training for the clearness and ex- 
actitude needed in specifications, his 
are often verbose or vague, and tie 
down the contractor where he might 
better have a free hand, or leave him 
Jatitude where he should have definite 
direction. Puffed up by his own im- 
portance and unwilling to admit his 
ignorance, he often is too severe with 
contractors, causing them to lose 
money and to retaliate by putting 
higher prices on future jobs with 
which he is connected. The value of 
the architect as an independent pro- 
fessional freed from the direct profit 
motive of the contractor and the 
manufacturer is reduced by his lack 
of knowledge and his aloofness from 
the problems of the rest of the indus- 
try. 

Owners, learning that to the cost of 
the architect’s services is added the 
higher cost of building under his su- 
pervision, often use him for design 
only, or eliminate his services entirely. 
The result, while cheaper, is, despite 
all the architect’s disabilities, usually 
of distinctly inferior quality. 


The contractor 


The architect, the owner, and build- 
ing codes, force the contractor to 
unnecessary expenditures. However, 
his own inefficient practices are costly. 
A committee of the Federated Engi- 
neering Societies studying “Waste in 
Industry” stated that they believed 
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53 per cent of the cost of construction 


represented waste, and apportioned to . 


management in the building trades 
the responsibility for 65 per cent of 
this waste. 

The average contractor does com- 
paratively little work. A high pro- 
portion of builders erect only a single 
house, or at best a few houses, at any 
one time. One hundred thousand 
dollars each was the average volume 
of construction reported for the year 
1929 by contractors who did over $25,- 
000 worth of residential work that 
year But over three times their to- 
tal volume of new construction work 
was done by contractors who did less 
than $25,000 each. This small-scale 
operation means no permanent or- 
ganization, and limited experience. 
Time and material are wasted; failure 
to provide adequate protection and to 
devise safe methods of handling men 
and materials results in high accident 
rates and brings high insurance 
charges. 

The whole procedure of contracting 
and subcontracting, and its attendant 
bidding practices, are costly and tend 
towards poor quality. There is no 
direct control, no direct interest in the 
work. Each step of contracting and 
subcontracting removes the architect 
further from control of labor and ma- 
terial, and each step adds overhead and 
profits and depresses quality. The 
architect will call for bids from per- 
haps six general contractors, each of 
whom will take bids from subcontrac- 
tors and material dealers for their part 
of the work. As many as a dozen or 
more “subs” in any one trade may bid 
for each general contractor. The 
subs, in turn, get bids or prices for ma- 
terial and equipment and may sublet 
part of their work. Each bid calls for 


* Bureau of the Census, Construction Indus- 
try-Summary for the United States, pp. 70, 
168. 
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the preparation of a cost estimate 
which, if carefully done, requires a 
thorough study of the drawings and 
specifications to determine the kind, 
the quality, and the quantity of ma- 
terials required and an estimate of the 
amount of various kinds of labor 
needed. The total cost of preparing 
all the estimates called for is an appre- 
ciable item. 

To reduce this cost, contraetors of- 
ten fail to have them prepared by 
properly qualified men, seldom keep 
accurate cost records of the jobs which 
they perform, and do a large amount 
of guessing. Slipshod estimating is so 
common that the contractors who pre- 
pare thorough estimates find it diffi- 
cult to get jobs in competition with 
their more careless brethren. It is a 
common saying among contractors 
that “we figure and figure and then we 
make a mistake and get a job.” Con- 
tracts, too, are seldom let—in private 
work—on the basis of the bids as sub- 
mitted. A great deal of bargaining 
takes place. Favored contractors are 
given the opportunity to underbid 
their competitors. Hence a true bid 
has little value. 

Successful bidders seldom allow a 
reasonable amount for contingencies, 
overhead, and profit. They often 
may count on evading certain parts of 
the specification instead. Weather or 
delays caused by other subcontractors 
may be against them; supervision may 
be particularly strict, or a considerable 
time may elapse between the prepara- 
tion of the bid and the performance of 
the work, during which a rise in prices 
has occurred. ‘The contractor or sub- 
contractor finds himself losing money, 
so he skimps on materials and work- 
manship. Under such circumstances 
it is almost impossible to force him to 
live up to his contract—a contract 
which in itself is often nebulous in 
these respects. To put him off the 
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job and get in another contractor is a 
costly procedure and considerably de- 
lays the work. Hence the job suffers 
and the owner takes the best he can 
get. 


Labor 


The Federated Engineering Socie- 
ties’ study blames labor for 21 per cent 
of the waste in building. Labor, too, 
has disabilities of its own making and 
those resulting from the system of 
which it is a part. Daily wages are 
high in the building trades, consider- 
ably higher, even for unskilled work- 
ers, than in the manufacturing indus- 
tries. Real wages (annual wages), 
however, are not nearly so high as the 
daily wage might indicate, due to ex- 
treme irregularity of employment. 
The high daily wage is needed in large 
part because of the uncertainty and 
the irregularity of employment; in 
smaller part because of the hazard 
of accident. Strong labor organiza- 
tions, effective in obtaining high wage 
scales, have also been effective in set- 
ting up practices which add consider- 
ably to the cost of building. 

Mechanics, proud of their trade, 
have tended to restrict their work to 
their own crafts and, to protect them- 
selves against exploitation by their 
continually changing employers, have 
organized into craft or trade unions. 
By agreement among the unions they 
have limited the kind of work which 
the members of each may perform, 
and in many cases carried this limita- 
tion of work to ridiculous extremes. 
Skilled men imsist on doing work 
which could be Uone as well and more 
economically by their helpers or by 
unskilled labor. Cases are not rare 
where it has been necessary to pay 
hoisting engineers from a quarter to 
a full day’s wages for starting, occa- 
sionally oiling, and stopping a gaso- 
jine-driven pump. Electricians have 


been paid overtime for throwing the 
switch which turns on or off tempo- 
rary lighting for a building operation. . 

These limitations on the work 
which any one man can perform, while 
requiring the employment of more 
men, reduce the amount of work avail- 
able to each man, and increase the un- 
certainty of employment. As soon 
as a man’s work is completed, or in- 
terrupted by the work of some other 
trade, he is laid off. Realizing this, 
the men have no incentive to do good 
or speedy work; rather, it is to their 
advantage to drag out their work and 
so prolong the period of their employ- 
ment. Men coming on the job re- 
quire time to get “the lay of the land,” 
and work inefficiently until they are 
familiar with the particular building 
operation in hand. 

Unions further increase costs by 
strikes, by deliberately restricting the 
output of their members, by rules for- 
bidding or limiting the use of labor- 
saving machinery, by opposing the 
use of materials more completely fab- 
ricated in the shop, and in fact by any 
methods which will reduce the amount 
of field labor. 

Strikes on building operations are 
of two kinds. The first kind’ is di- 
rected against the employer in an at- 
tempt to obtain benefits which the 
latter is reluctant to grant. The sec- 
ond, conceded by many union men 
never to be justifiable, is the jurisdic- 
tional strike resulting from a disagree- 
ment between two unions as to which 
has the sole right to perform a certain 
kind of work. In such a strike, the 
employer, regardless of his willingness 
to settle, is helpless unless he is willing 
to pay twice for the same piece of 
work. 


Small-scale production 


The residential buildmg industry, 
organized in this loose and dispersed 
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fashion, cannot conceivably attain or 
take advantage of mass production 
techniques. The small scale on which 
housing is produced limits the devel- 
opment of the product. When a man 
is building a few houses at a time he 
cannot explore the best ways of de- 
veloping the site and of planning the 
dwellings from the viewpoints of func- 
tion, economy of utilities, best orien- 
tation, and maximum privacy; he 
cannot investigate exhaustively the 
various competing materials, struc- 
tural systems, and heating systems, 
for first cost and operating cost econ- 
omy; he cannot buck established 
practices and procedures, he cannot 
overcome traditions and prejudices. 
Planning follows along lines developed 
by'and for previous generations; con- 
struction is still done by the old hand 
methods—without the old pride of 
craftsmanship. 

Materials, and more particularly 
equipment, forced by the pressure of 
competition among manufacturers, 
have shown some improvement; the 
greatest being in those items which 
find a wide use in other fields also, as 
in the renovation of old buildings. 
The introduction of improvements is 
brought about chiefly through the 
sales promotion of the larger manufac- 
turers, and tends to be resisted by the 
rest of the building industry, since 
most new or improved products either 
increase cost or reduce construction 
labor. Although manufacturers’ re- 
search has resulted in improved spe- 
cific products, it has unfortunately 
been uninterested in integrating these 
products into the larger picture; hence 
the products are seldom well adapted 
to fit with each other and with the 
house as a whole. 


Costs 


We have no yardstick by which the 
costs of buildings may be compared. 


e . 


Practically every building is a differ- 
ent assemblage of materials and 
equipment, and differs from every 
other in its size and design. Quality 
varies considerably from building to 
building and has no standard by 
which it may be judged. 

Almost never are primary costs of 
construction available. The cost to 
the owner is largely made up of the 
accepted bid of his contractor; the cost 
to the contractor is largely the aggre- 
gate of the accepted bids of his sub- 
contractors. Such costs vary not 
only with changing prices for mate- 
rials and labor, but also with the 
eagerness of bidders for particular 
jobs, supplemented by their feeling as 
to how much their competitors will 
bid. ‘To these variables are added the 
differences for different sites in the 
cost of excavation, foundations, grad- 
ing, utilities, sewers, water, and roads, 
Costs also vary in different areas and 
regions. There may be a consider- 
able variation in different suburban 
areas of the same city. When the 
price of land is included in the total 
cost or selling price, any direct com- 
parison is almost impossible. 

Costs per unit of volume (cubic 
fost) and per unit of floor area 
(square foot) commonly used for 
rough estimating and appraisal work 
are subject to so many variables that 
they have value only in the hands of 


"experienced men who know how to in- 


terpret and use them. 

Cost indices, too, showing the vari- 
ation of costs with time, must be used 
with a number of grains of salt. Most 
indices are arbitrarily weighted com- 
posits of certain material and labor 
prices, determined from quoted mate- 
rial prices and established wage scales, 
and are seldom representative of con- 
struction costs. In times of stress, 
actual costs will be much lower than 
these figures indicate. A number of 
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cost indices, drawn on the samie chart, 
show a general agreement from 1926 
to 1930, and a wide discrepancy since 
1930-——as. much as 25 per cent in 1936. 
Some cannot be relied upon to show 
relative movements even for periods 
of less than a year. 


Division of costs 


For „purposes of this discussion, 
however, the cost of producing dwell- 
ings may be broken don into certain 
general percentage averages. Of the 
total cost of land and building, land 
will vary from 5 to 25 per cent. A 
broad rule laid down by United States 
Department of Commerce experts is 
as follows: 

Where streets, curbing, sidewalks, wa- 
ter, electric, gas and sewage improvements 
have not been made, a lot may sometimes 
be obtained for less than 5 per cent on the 
` total cost of house and lot, and 10 per cent 
should probably be the upper limit. If all 
improvements have been made, the cost 
of the lot frequently runs up to 20 per cent 
but would rarely exceed 25 per cent.* 

Twenty per cent for improved land 
is a fair average figure. An analysis 
of a number of apartments indicated 
an average of about 15 per cent per 
dwelling unit. The cost of the dwell- 
ing represents 60 to 80 per cent of the 
total; the cost of financing and other 
miscellaneous charges, from 3 to 10 per 
cent. 


Construction costs may be divided , 


into structure and equipment. The 
relative amount spent for equipment 
—plumbing, heating, electric work, 
and accessories—has been steadily in- 
creasing. It will usually be from 25 
to 30 per cent of the construction cost, 
when all items such as range, refriger- 
ator, and lighting fixtures are in- 
cluded. Certain items vary consid- 
erably with construction, others 
maintain a fairly constant proportion 


$ John M. Gries and James S. Taylor, How to 
Own Your Home (US.D.C. 1925), p. 12. 


regardless of the size and nature of the 
construction. Plumbing, for exam- 
ple, seems to be almost always about 
10 per cent of the construction cost, 
even in multifamily dwellings; it will 
seldom be found much more than 1 
per cent above or below this figure. 
The proportion spent for heating, 
which varies between 6 and 9 per cent, 
has been increasing with the use of oil 
burners or mechanical stokers and air 
conditioning. 

Construction costs may also be di- 
vided into labor and materials. This 
division, which omits overhead, is 
somewhat misleading, a better divi- 
sion being labor, materials, and over- 
head (including miscellaneous). On 
this basis labor on the job gets about 
30 per cent, 55 per cent goes for ma- 
terials, and 15 per cent for overhead. 
These figures vary considerably from 
place to place, from time to time, and 
with the kind of operation. Labor’s 
share may be as little as 20 per cent 
or as much as 40 per cent, tending to 
be less where labor rates are low, and 
less on apartment house construction. 
In general, labor has been getting a 
decreasing share of the building dol- 
lar. This is partly due to the increas- 
ing prominence of the accessories in 
which the direct labor proportion is 
very low. 

A study of single-family houses 
built in the last sixteen years shows 
comparatively few custom-built sin- 
gle-operation jobs, constructed in the 
usual way, and of a character and 
standard now considered commer- 
cially acceptable, which cost less than 
$4,000 without land. A carefully con- 
trolled experiment now being con- 
ducted by the Housing Research Proj- 
ect of Purdue University shows that 
close to $5,000 is necessary to build a 
house having three bedrooms and of a 
character acceptable to their faculty. 
The houses built, by them cover 


ye 
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various construction systems, prefab- 
ricated shells, steel frames, and con- 


crete, as well as the conventional wood. 


frame. 


LARGE-SCALE BUILDING 


Besides the houses built to order for 
the individual owner and the small 
speculator who builds a few houses for 
sale, we have several forms of large- 
scale building: the large speculative 
building projects, apartments or mul- 
tiple-family buildings, and planned 
communities. 


Speculative building 


To combine the opportunities for 
profit in the subdividing of land and in 
the greater economies of building a 
number of houses rather than one on 
the same site and at about the same 
time, the larger speculative builders 
have arisen. These men or organiza- 
tions buy undeveloped land, divide it 
into building plots, install, when nec- 
essary, streets and utilities, build 
houses, and sell together the com- 
pleted house and its land, and even se- 
cure mortgage money fcr the purchas- 
ers. Most of this work they do with 
their own organizations. 

Because of the scale of their opera- 
tions (some of them have over a per- 
iod of years built thousands of houses) 
these speculators are able to make 
purchase agreements directly with 
manufacturers and to employ labor by 
the week instead of the hour at rates 
well below the prevailing wage scales. 
They have various ways of evading, 
while seeming to comply with, cus- 
tomary trade practices, such as buy- 
ing materials for, and otherwise fi- 
nancing, favored subcontractors who 
in turn hire labor on a piece-work þa- 
sis; and materials actually purchased 
directly from manufacturers or large 
jobbers are consigned to local deal- 
ers who receive a small commission 
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for theit compliance. Materials and 
equipment, often bought at distress 
prices, are usually inferior in quality. 
Supervision of construction and other 
overhead are held to a minimum, and 
workmanship is seldom even fair. 

The practices of the speculative 
builder have enabled him to build the 
equivalent in size and accommodation 
for 20 to 25 per cent less, of which up 
to 15 per cent may be due to the lower 
wage scale he*pays. Thus he can of- 
fer for sale completed dwellings with 
land, which are cheaper than the ap- 
parently equal custom-built product. 
In a number of speculative develop- 
ments houses sell with land for around 
$4,000, sometimes as low as $3,000, for 
four rooms. 

Most speculative building, however, 
is just as surely subsidized as is hous- 
ing done by government. Building 
for sale, and interested in quickly dis- 
posing of his land and buildings at a 
profit, the speculative builder has no 
incentive to produce well-planned 
communities or enduring dwellings. 
The purchasers of his houses, not he, 
have the high maintenance costs and 
depreciated values of run-down neigh- 
borhoods due to poor planning and 
shéddy construction. 

The speculative builder is a form of 
land subdivider. He makes his profit 
from the land rather than from the 
house. His houses have, therefore, 

“become sales inducements first and 
living quarters last. He does not pro- 
duce for use but has diverted the 
building dollar and the building brain 
from the task of producing the best 
shelter for the money, to the task of 
selling land as quickly and as profit- 
ably as possible. 


The multifamily dwelling 


The apartment or multifamily 
dwelling is a form of construction used 
in the more congested areas of our 
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towns and cities to spreac cver a 
larger number of dwelling anits the 
higher land costs prevailing in those 
greas, and to provide, for busy urban 
dwellers, smaller and more compact 
dwelling units free of the wor: of oper- 
etion and maintenance. 

When apartments have ber. built 
for long-term investment :n rental 
properties, rather than for sale, the 
construction has been on tae whole 
more careful and considered. How- 
ever, the fire-resistive corstruction 
needed in this type of builcing, and, 
when elevators are required, their 
costs and the space needed for access 
to them, have made the corstruction 
costs of this type of builcig even 
higher than those of the ordinary 
house, 

The more durable constriction of 
apartment houses and ther usually 
more careful maintenance make it 
possible, however, to amortize this 
higher cost over an appreciakly longer 
period of years. 


Planned communities 


There are comparatively “ew hous- 
‘ng developments in this courtry in 
which land has been thought of as 
something more than an ares tc bedi- 
vided up by streets and lot linss into 
plots on which to buic houses. 
Those few large-scale developments 
where social, indoor and ou-door rec- 
reational, and commercial fecilities 
have been considered a necessary ad- 
junct to good housing, and where 
streets and house locations 2ay+e been 
planned in relation to thei use and 
the natural terrain, stand oit dy vir- 
tue of their rarity. 

These planned communicies point 
the way to better housing, bat in spite 
of careful studies aimed at ecoromical 
planning and construction, zhey have 
not been able to reduce first ecsts per 
house. Their pioneering hes been in 
planning, not in construction organi- 
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zation and methods. Such savings as 
they have been able to make because 
of planning and the scale of their oper- 
ations rave been more than consumed 
in the higher overhead costs of plan- 
ning ard thorough supervision, in the 
better quality of construction, and in 
the recreational and other advantages 
provided. In spite of government or 
foundation subsidy in planning, costs 
per dwelling unit—house and land— 
have been upwards of $4,000, and 
more often at least $5,000, for five- 
and s.x-room dwellings. Undoubt- 
edly buildings in planned communities 
will prove to have a lower long-term 
cost in terms of less obsolescence and 
detericration, and lower costs for 
maintenance and repair. 


CONSTRUCTION SYSTEMS 


In aètempts to improve houses and 
reduce costs, many systems of con- 
struction have been developed and 
tried cut in a small way. These at- 
tempts have been in the main hmited 
to efforts to modernize the structural 
construction. These systems range 
from framing members only, to com- 
plete wall and floor systems, and 
use fcr materials, wood, plywood, 
steel and other metals, concrete, 
and compositions of various kinds.* 
Most of them have advantages over 
present wood framing practice in their 
use of materials which are less subject 
to conabustion, shrinkage, decay, and 
attacks by termites and vermin. 
Practizally all of them depend for 
economy upon quantity production, 
and pzove more expensive when this 
cannot be attained. Hence they have 
failed of popular acceptance. 


Prefal-rication 


To overcome the disabilities of site 
manutacture the so-called prefabri- 


* A camplete survey of such systems is to be 
found M “Rational Design” (Vol. IH of The 
Evolvirg House), by Albert Farwell Bemis. 
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cated house was attempted. This 
form of construction calls for the fab- 
rication in the factory of all parts of 
the house in comparatively large units 
which are as nearly as possible in their 
finished form and which can be easily 
and rapidly assembled and fastened 
together on the building site without 
the usual cutting and fitting. This 
form of construction permits the de- 
sign of parts so that full advantage 
can be taken of the uniform quality 
resulting from machine production, 
and the economies of mass production. 

Simple assembly eliminates many of 
the special skills now necessary for 
hand manufacture on the site, reduces 
the amount of labor needed on the site, 
reduces the number of subcontractors, 
does away with the purchase of many 
separate maierial items, and mate- 
rially speeds up job erection. Some 
factory fabricated houses have been 
built in from two to ten days instead 
of two to four months. 

In spite of the tremendous publicity 
which the prefabricated house has re- 
ceived in the last few years, it cannot 
yet be considered an actuality. Prob- 
ably fewer than two hundred so-called 
prefabricated houses have been built 
in this country, and none of these have 
been completely prefabricated. The 
factory fabricated house is still in the 
experimental stage, and thus far most 
of the development has been in 
the shell or structural inclosure of 
the house. The mechanical parts— 
plumbing, heating, and wiring—and 
even the exterior or interior finishes are 
built up on the job in the customary 
way. 

It has, of course, been impossible yet 
to attain the advantages of mass pro- 
duction, and, in fact, many of these 
experimental houses have been hand- 
made products. Hence, prefabricat- 
ed house construction has not yet 
been able to show any saving in cost 
over conventional construction. 


w ae 


AT 


Popular acceptance of the factory 
fabricated house is likely to come 
slowly. Its unusual construction, ar- 
chitectural designs which the public 
has not found attractive, the opposi- 
tion of lending institutions and of all 
groups in the building industry whom 
its success will affect, and rigid build- 
ing codes, are all handicaps to be over- 
come. 

On the other hand, prefabrication 
offers a means of rationalizing build- 
ing. It can be easily controlled by 
one organization from design to sale or 
erection. It lends itself readily to 
mass production. Experimenters in 
prefabrication are trying through re- 
search and collected experience to uti- 
lize materials to better advantage, 
to develop more efficient and more 
livable dwelling units, and thus to 
simplify and make less expensive, 
operation and maintenance.” The 
completely factory fabricated house 
will not only break down craft lines in 
the building trades but will do away 
with most of the subcontractors and 
much of the labor now directly em- 
ployed. A reduction of building con- 
struction costs of 30 per cent to 40 per 
cent seems possible when factory fab- 
rication is developed to its fullest ex- 
tent. 

It seems possible that the factory 
fabricated house may overcome its 
handicaps faster than we anticipate. 
A new form of dwelling has been de- 
veloped entirely outside the building 
industry. The dwelling trailer, an ex- 
tension of the automobile, is gaining 
in popularity by leaps and bounds. 
The trailer is a true prefabricated 
dwelling. Its cost is low. Its owners 
and those who see it will soon be ac- 
customed to and will realize the value 
of shell-like construction, new forms 
of design, concentrated and efficient 

5 Recent Developments in Dwelling Construc- 


tion, Federal Housing Administration Technical 
Bul. No. 1, revised Sept. 1936. 
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bathrooms, kitchens, and hating 
plants, and built-in furniture and 
equipment. They will be lozking for 
similar construction in houses. The 
trailer has freed the dwelling rem the 
land. It is at present szbsidized 
housing, for it pays a minimun cf land 
rent and taxes. The competition of 
this form of living may force 2 dscided 
improvement in our fixed dv=llings— 
I5wer oost, a radical change in design 
and construction, and chang=s in real 
estate and mortgage practices. 


CONCLUSION 


What can be done to improve the 
quality of new dwellings wh_le at the 
came time effecting an appreciaole re- 
duction in their costs? A careful 
analysis of the situation ard of the 
market seems to point to a lerg2-scale 
program of constructing dwe_lings for 
rent in planned communities as a solu- 
Lion. 

The larger part—about 6C per cent 
—of our population is now living in 
old rented dwellings. Rent=d dwell- 
ings require no savings by the ten- 
ants, and give them a freelom and 
mobility to meet the changes always 
“aking place in locations and condi- 
sions of employment, economic cir- 
cumstances, and family szes and 
needs. 

Advances in design, in plea, in ma- 
terials and equipment, whith might 


reduce costs, should meet wih less re-, 


sistance from the renter thar from the 
buyer. The tenant is not concerned 
with possible resale. His fear of be- 
ing permanently tied to a dwelling 
which may not prove salisfactory 
is removed. Construction could be 
planned to proceed steadily instead of 
spasmodically, for there seems every 
` reason to believe that a continuing de- 
mand would exist for attract-ve dwell- 
ings in well-planned commman‘ties at 
low or moderate rentals. 


The prevailing belief that mainte- 
nance is too difficult and costly on 
rented houses seems to fail when 
houses can be operated and main- 
tained like apartments, as could well 
be done if they were built in groups of 
two or three hundred or more. 

Organizations set up to operate in 
this way could assemble and afford 
competent and efficient personnel, and 
acquire experience which would be- 
come cumulative instead of being fre- 
quently dispersed and lost. They 
could build up a permanent planning 
and ccnstruction organization. The 
continuous nature of the work would 
enable them to eliminate subcontrac- 
tors, tc employ labor steadily, and to 
train it to work efficiently. Higher 
annual wages to labor steadily em- ' 
ployed would make possible lower 
hourly wages and the elimination of 
unnecessary craft lines and obstruc- 
tive practices. Lower material prices 
would follow large orders placed in ad- 
vance for periodic deliveries, for this 
would reduce manufacturers’ expenses 
for rush orders, storing large stocks, 
handling, distribution, and sales. 

The advantages of using standard- 
ized perts, factory fabricated through- 
out, could be obtained. Housing 
constriction could be integrated and ‘ 
the building industry rationalized. 
In facz, all the advantages and econ- 
omies of modern: mass production 
could be obtained; for mass produc- 
tion is not merely quantity produc- 
tion, kut, to quote Henry Ford, it is 
... tke focusing upon a manufacturing 
project of the principles of power, accu- 
racy, economy, system, continuity and 
speed . . . and the normal result is a pro- 
ductive organization that delivers in quan- 
tities a useful commodity of standard ma- 
terial, workmanship and design at a 
minimum cost.... 


The stable values of well-planned 
communities with controlled land use, 
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well-built streets, and utilities and 
houses operated by a continuing and 
interested management, should offer 
an attractive field for conservative in- 
vestment. 

All this is possible, but to do it will 
require courageous leadership by some 
of the best minds in and related to 
the industry. It will require large 
amounts of capital for long-time in- 


vestment, not speculation. It will re- 
quire that land be planned for use and 
a return on investment, not sold to 
make a quick profit. But in such 
rental projects the builders, having 
continuing investment and mainte- 
nance, become also the consumers. 
This is the best incentive for higher 
standards, fuller value, and the great- 
est possible efficiencies and economies. 


A. C. Shire, M.E., is technical editor of The Archi- 
tectural Forum and a consulting engineer. He has 
served as chief engineer of the Federal Housing Ad- 
ministration, and engineer of the Housing Division 
of the Public Works Administration. 


The Lanc Problem in Relation to 
Housing 


Ey ARTHUR C. HOLDEN 


SSUME that we are endcwed with 

a complete understandinz of hous- 

ing needs as well as the technical znowl- 
edge necessary to satisfy thcse needs; 
permit us to designate a‘site amd zo out- 
Dne our plans; bring us to the brink of 
realization; and then plunge ts into the 
cold bath of actuality by pointing out 
that the land we seek to use belongs to 
someone whose consent must de secured 
oe we can proceed. Whai shall we 

o? 

We must attack the problem of land 
in relation to the problem of housing in 
all its complexity before w2 can at- 
tempt to choose a course. 

There are three obvious altermatives: 
“1) to pay the price asked for laad and 
then seek a way out of our increased 
difficulties; (2) to refuse tc pay the 
srice and to seek cheaper and else- 
where; and (8) to invoke the «id of gov- 
arnment to take the land away from 
unsympathetic owners. 

We shall examine each of :hese pro- 
posals in turn. To avoid confusion 
it is essential to recognize thas there are 
differing points of view among us who 
are advocating better housing. Let us 
ask ourselves three questions: “1) Are 
we approaching the subject in the in- 
terest of better housing in general, or 
(2) solely in the interest of zhe lowest 
paid group of wage earners, or (3) are 
we interested primarily in tre problem 
of slum clearance? 

All three points of view aze ~elated, 
but our decisions will undoubtadly be 
influenced by the relative emphasis 
which we place upon them. In order 
that our reasoning may be aż once logi- 
cal and inclusive, we shall weigh our 
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arguments in the light of all three 
methods of approach. 


IMPLICATIONS OF PAYING THE 
PRICE ASKED 


Let us first ask ourselves what are 
the consequences if we pay the price 
asked “or land. There appear to be at 
least seven general alternatives. It 
may be necessary: (1) to charge more 
rent or a higher sale price, or (2) to re- 
duce the size and the quality of the 
quarters, or (3) to crowd the land, or 
(4) to make a profit out of the promo- 
tion rether than out of the furnishing 
of services, or (5) to reduce construction 
costs without reducing the quality, or 
(6) to reduce the carrying costs—(a) 
financing, (b) management, (c) taxes, 
or (7) to seek a subsidy from govern- 
ment. 

As we review this list we recognize 
that the cause of better housing in 
genera! has suffered because the rising 
price of land has tended to increase 
rents and at the same time reduce the 
size and the quality of the quarters 
furnished. It has also caused the over- 
crowding of the land and has tempted 
promcters of housing to escape respon- 
sibility for doubtful success by seeking 
their compensation out of the promo- 
tion or rapid turnover through sale. 
Such methods have tended to accelerate 
the depreciation of property and the 
development of slums. It is obvious. 
at once that we cannot seek to provide 
housing for the lowest rental group by 
raisinz rents to overcome the excess 
cost of land. It has often been con- 
tended that small, inferior, and er6wded 
quarters were justified in the interest 
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of cheapness; but one can hardly 
blame those who seek to improve the 
living conditions of the lowest income 
group for standing out against crowd- 
ing and even for seeking to utilize a 
governmental subsidy to assure the 
maintenance of minimum desired 
standards. 

Sincere efforts! have been made to 
reduce construction costs and carrying 
costs, and these efforts should be con- 
_ tinued; but irrespective of these efforts, 
we must continue to face the land 
problem. We should not for a moment 
assume that the problem of land can be 
completely separated from these other 
problems; nor should we jump to the 
conclusion that, even were it possible 
for us to solve satisfactcrily all of the 
other problems, we should be absolved 
from the responsibility of dealing with 
the problem of land. It 1s my belief 
that the land problem is at the base of 
many of our other difficulties. Un- 
reasonable price for land should not be 
paid. Before, however, entering into a 
discussion of the land problem or 


1 Research in construction has been carried on 
in the laboratories of many American universi- 
ties, as well as private research such as that of the 
Bemis Industries and American Radiator Co., 
also the efforts in prefabrication of American 

-Houses Inc., and General Houses Inc. Many of 
the steel companies have done much to promote 
prefabrication. 

The movement to abolish the evils of the 
second mortgage system, with its attendant high 
discount rates, was given great impetus by Secre- 
tary Robert P. La Mont during Mr. Hoover’s 
administration. The depression further demon- 
strated the insecurity of the second mortgage. 
The insured mortgage of 80 per cent of appraisal 
represents the latest effort of the Federal Govern- 
ment to make the vicious second mortgage 
unnecessary. 

The National Association of Building Manag- 

‘ers has done much to promote scientific econo- 
mies in management and better methods of 
bookkeeping. . The Land Utilization Committee 
of New York has called attention to the great 
waste through uneconomic management in the 
various’ types of old tenement houses in New 


York City. ` 
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offering suggestions for its solution, we 
must explore the other obvious alterna- 
tives which have been suggested. 


RESULTS OF 
SEEKING CHEAPER LAND 


The second alternative was to refuse 
to pay the price and to seek cheaper 
land elsewhere. There are at least 
three contingencies where the advan- 
tages of cheap land are obvious: 

1. Frequently, obliging city officials 
will arrange to extend municipal facili- 
ties well out beyond the limits of 
natural development, so that otherwise 
unusable land can be brought into use. 
The cost of such extensions is not al- 
ways charged to the full proportion of 
the benefit derived. 

2. Frequently, undeveloped land is 
used because prior to making the ulti- 
mate street improvements it can be 
sold cheap, and because it can be used 
for a period without incurring expenses 
for improvements. 

8. The use of cheap land offers an ob- 
vious opportunity for a profit through 
land improvement as well as through 
the construction of housing facilities; 
hence the possible profit on cheap land 
may be used to offset possible losses in 
the construction of housing. 

There is no doubt that the use of 
cheap land does tend to reduce the ap- 
parent cost of housing. Hence those 
interested in housing for the lowest in- 
come group are prone to advocate 
decentralization and the creation of 
“model”? low-rent housing projects 
either on the outskirts or outside 
the limits of our great metropolitan 
areas. ` 

The automobile and good roads havé 
enormously increased the accessibility 
of land hitherto unusable for housing 
purposes. This spreading of popula- 
tion has naturally provoked changes in 
the method for utilizing land previ- 
ously developed. The economic conse- 


52 THE ANNALS OF THE ÅMERICAN ACADEMY 


quences of these changes have been 
much broader than is commonly real- 
ized. The proponents of better hous- 
ing for the lower income group and 
many of the proponents of slum clear- 
ance have deliberately sought to de- 
press the value of slum properties by 
drawing the population away. But it 
is not only property owners that have 
suffered from the movement. Munici- 
palities have suffered from a serious 
disarrangement of their administrative 
budget. They have found themselves 
saddled with mounting costs for ex- 
tending new facilities, while at the same 
time municipal tax income from serv- 
ices rendered to the older sections has 
been declining. Furthermore, the sav- 
ings of small investors which have 
been put into mortgages by savings 
banks, insurance societies, and other 
fiduciaries have been subjected to risk 
due on the one hand to the decline in 
income of the older properties and on 
the other hand to the insecure methods 
of finance that have been used for the 
newer developments. 

It should be apparent that the land 
problem is too complicated to be suc- 
cessfully circumvented merely through 
the hope of developing cheap land, even 
though it offers temporary palliatiwes. 
In the interest of those who are con- 
cerned with the improvement of hous- 
ing conditions in general, it will be 
necessary to comment at greater length 
upon the underlying theories of land 
development. 


ACQUISITION OF LAND 
THROUGH GOVERNMENT 


Before proceeding, however, it is 
essential that we consider the course of 
action which proposes to invoke the 
aid of government to take the land 
away from unsympathetic owners so 
as to secure greater freedom of action 
in projects for housing the lowest in- 
come group. 


In such a course there are again sev- 
eral alternatives: 

1. A local agency of government may 
acquire the land through purchase in 
the open market supplemented by 
eminent domain in which the owner is 
compensated on the basis of the market 
value of his property. 

2. The state through its police power 
may resort to a policy of confiscation, 
invoking pressure through penalties, to 
reduce the awards for acquisition 
through eminent domain to the lowest 
possible figure. 

3. The taxing power of government 
may be utilized under the theory that 
by this means the unearned increment 
in land value may be captured by the 
community. 

4. The state may empower its in- 
corporated subdivisions to build and 
operate housing upon public lands. 

Among those who are especially in- 
terested in better housing for the lowest 
rental group, there are few who have 
not, in one contingency or another, 
urged governmental action as the 
means for cutting the perplexing Gor- 
dian knot presented by the land prob- 
lem. Most of them have assumed that 
the only way to cancel out an uneco- 
nomic factor in the housing equation is 
to throw the charge for it upon the 
community. 

It appears altogether reasonable to 
invoke community responsibility for 
correcting such intolerable conditions 
as the apathy of the public conscience 
has allowed to develop. There has not, 
however, been complete agreement as 
to the method to be pursued. Both the 
short-range and the long-range point 
of view must be considered. If we 
think solely of the emergency problem 
of providing decent temporary shelter 
for those who are unable to earn suff- 
cient to pay economic rent, the land 
problem takes very different propor- 
tions than when it is considered as a 
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basic social problem largely responsible 
for social and economic misadjustments. 

From the emergency point of view, 
the land problem narrows down to a 
problem of acquisition cost. It is nat- 
urally to the interest of governmental 
as well as private enterprise to keep 
acquisition cost at as low a figure as 
possible, so that the operating margin 
may be liberal. Since it is the purpose 
of governmental enterprise in housing 
to furnish facilities at the lowest pos- 
sible cost, it is evident that government 
is under even greater compulsion than 
private enterprise to buy in the lowest 
possible market. Real improvements 
have been made in the procedure of 
condemnation, although there is still 
much to be desired. The legislature 
has now turned away from the attempt 
to limit the power of the courts to fix 
value. With the recognition of the 
court as the arbiter of value, the ex- 
perts in condemnation are devoting 
themselves to the technique of proving 
value and to working out economies in 
procedure. Still others are devoting 
themselves to a study cf methods of 
land assembly through voluntary’ pool- 
ing where an agency of government, 
instead of taking over all the functions 
of the former housing promoter, acts 
with the owners of land to assist them 
in eliminating waste and to plan and 
operate large-scale cotrdinated com- 
munities. 

There is little doubt that there is a 
crying need for a revision of the whole 
theory of the relation between gov- 
ernmental authority and the ownership 
of land. 


GOVERNMENTAL POLICY 
RESPECTING LAND 
The old theory that the function of 
government was mainly to protect an 
owner of land in his right of peaceable 
possession has begun to give place to a 
newer theory. Today the owner of 
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property does not need the guarantee of 
law to protect him against aggression 
or trespass on the part of an overlord 
or sovereign or on the part of his neigh- 
bor in the same way that he needed this 
protection when our system of law 
began to develop. 

Today the individual owner of land 
needs the assistance of law and of gov- 
ernment to protect him from a new type 
of aggression. This new menace is 
due in large part to the rapid develop- 
ment of industrial technique, which 
has made the modern skyscraper pos- 
sible. The steel frame, high-speed ele- 
vators, and rapid transit have enabled 
us to overcrowd our land in ways un- 
dreamed of when our cities were laid 
out. Rapid growth not only has ac- 
celerated the obsolescence of types of 
buildings which were thought to be 
reasonably permanent, but also has 
made our streets and other public facil- 
ities inadequate. ‘These rapid changes 
make values precarious. An individual 
owner may find his property destroyed 
by reason of an overtowering building 
erected by his neighbor; and in spite of 
the development of a body of zoning 
laws designed to control use, we are 
still far from developing methods of 
control which will prevent the economic 
menace due to bad or unintelligent uses 
of neighboring property. 

A new type of governmental control ? 
is needed in order to assure homo- 
geneous developments of property and 
to lessen the anarchic conditions which 
have grown up and which are a menace 
to the interests of property owners. 
When we consider the far-reaching 


2For an account of the development of 
planned control and for codrdination between 
public and private improvements in city plan- 
ning and in local district planning, see Land 
Usage (New York: N. Y. Building Congress), 
April-May, June-July, Sept.-Oct., and especi- 
ally Nov.—Dec., 1936. See also Arthur C. Hol- 
den, “Wanted an Operator for Real Estate,” 
Building Investment, July 1932. 
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effects of this state of real estate 
anarchy upon the economic fcunda- 
tions of the community, the whole 
matter of land administration taxes on 
Froportions of infinitely greater sig- 
nificance. If we pursue this b-oader 
view of the land question, we are led to 
suspect that a large share of the blame 
for social misadjustments may be laid 
to the tardiness with which eur social 
system recognizes the need cf crderly 
methods for the contrel of land as a 
ratural function of law anc govern- 
ment. 

To the writer it seems unfar and 
illogical to assume that governmental 
machinery which has been inadequate 
to prevent the development >f abuses 
end tardy in developing neeced meth- 
ads of control can be expected to take 
ever housing enterprise and operate it 
in such a way that, at one and tha same 
time, better service can be furnished 
and progress made toward ecor-ecting 
the underlying economic abuses which 
are the product of years o? neglect. 
So great is our belief in the rmpcrtance 
of a change in attitude tosvard the 
problem of land administratioa that 
we shall devote the rest of this paper 
+o discussion of fundamentals. 

We are too accustomed to acc2ptethe 
complicated set of conditicns which 
sncompass the modern city as phe- 
nomena beyond our control. ‘Too few 
attempts are being made to enalyze 
these conditions or to inquire hcw they 
came about, or to discove> whether 
individual factors may be susceptible 
of control. 


DEVELOPMENT 
or “SHANTY-TOWN™ 


It is often easiest to illustrate a theo- 
retical pomt by presenting an exag- 
gerated picture. Therefore et us take 
the extreme case in the searck fcr cheap 
land. From it we may builc up bit by 
bit a theory for the development and 


administration of land. Almost every 
city possesses a “‘shanty-town” which 
has sprung into being as a result of the 
depress.on. Much low-lying waste land, 
such as the salt meadows of New Jer- 
sey, hes gone undeveloped for years 
because it appeared to be economically 
unusabe. During the depression home- 
less man have built shacks out of 
packing boxes and may be seen living 
in shanty-towns bordering the marshes. 
Part of each day they spend in carry- 
ing discarded wood and building it into 
their shacks. 

Here is a case of housing at virtually 
no money cost either for land or for 
buildings. At the outset, sanitary re- 
quirements are fulfilled by a hole in the 
marsh; the water is provided by carry- 
ing it m a bucket; heating is provided 
from wood carried from the neighboring 
city dump; food and clothing and warm 
blankets are a matter of public or 
private charity. 

But an end comes to the day when 
even = shanty-town can exist with- 
out expenditure for municipal service. 
Pressure from health authorities will 
compe. the installation of a community 
latrine. Then, with the aid of work by 
shanty~town dwellers, a narrow pipe is 
laid to deliver fresh water to a few 
strategictaps. The cost of these minor 
improvements is so cheap that the in- 
corporated community can readily bear 
them without levying a tax upon 
shanty-town. In fact, most of the 
facilites of shanty-town are the re- 
sult of the labor of the inhabitants. 
Through them, value has been given 
to land previously considered worthless. 


_NCIDENCE OF CAPITAL AND 
CURRENT SERVICES TO LAND 


As n the case of shanty-town, it is 
obvious that all types of land are de- 
veloped partially through the effort of 
the individual property owner and 
partially through work done by com- 


a 
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= munity effort. Land moves from a 
farm status or the status of raw land 
to the very highest type of municipal 
development by graduated stages. In 
theory, the cost of services rendered by 
the community increases in direct ratio 
to the economic status of the com- 
munity. Itis important to distinguish 
between the types of service which are 
rendered. On the one hand there are 
capital services for creating lasting 
improvements such as streets, sewers, 
water pipes, bridges, schools, hospitals, 
parks, and other capital facilities. The 
money which the city spends for these 
is collected through general and special 
assessments against property owners. 
Most city budgets, however, do not 
make clear to the taxpayer the propor- 
tion of taxes which is assigned to reim- 
bursement for capital facilities. These 
capital facilities must be maintained 
and serviced by the city. Accordingly, 
current taxes are‘ levied to cover the 
cost of maintenance of streets, sewers, 
and. other facilities, salaries for school 
teachers, fire protection, police, courts 
of justice, and other administrative 
expenses. 

We frequently forget that as land 
mcves from one stage to another some 
of the value which it possessed by 
reason of a given use, as, for example, 
farming, is destroyed in transforming 
it into land laid out in bloeks and streets 
suitable for the development of a 
suburban or urban community. If it 
costs $300 an acre to transform farm 
land into usable residential or industrial 
land, it does not mean that the value 
of the land prepared for such use can be 
arrived at by adding $300 to the $200 
which may have been the acreage value 
of the original farm. It must be re- 
membered that the land as farm land is 
destroyed in the course of the improve- 
ments. The only reason that a price of 
$500 per acre can be secured for this 
type of land is that comparable land 


elsewhere is held for a greater price. 
Thus, if there is a scarcity of central 
town lots, so that a price of $1,500 a 
lot can be commanded, there is a wide 
spread between this price and the price 
of the suburban lot which can be of- 
fered at a price of only $500 an acre. 
Indeed, if an acre of undeveloped land 
is divided into sixteen lots and sold for 
$500 per lot, the price appears low to 
the family which was unable to pur- 
chase the town tot at $1,500. It can be 
readily seen that there is enormous 
profit to the seller, especially if full 
improvements have not been made to 
streets and facilities, so that the unsus- 
pecting purchaser will be subjected to 
assessments for these improvements 
that ultimately must be undertaken 
by the municipality. 

So great, indeed, is the resentment 
against the high cost of improvements 
usually made after the subdivision and 
sale of land that few municipalities 
dare assess back against: the property 
the full cost of administration and 
improvements. ‘There has therefore 
grown up in America a jumbled system. 
of bookkeeping which conceals the real 
reasons for the high costs of municipal 
government. Many costs which should 
be tharged to capital improvenients 
are made to appear as taxes for current 
service. Thus it appears to be cheaper 
to bring new land into use than is really 
the case. For this reason the specula- 
tor in undeveloped land can charge 
more than it is really worth, and throw 
part of the real development cost upon 
the future user of that land, and part 
upon the users of older land who bear 
the burden of excessive and misapplied 
taxation. 

American practice in real estate tax- 
ation apportions assessments on the 
basis of the market price of land rather 
than on the basis of the cost of facili- 
ties furnished by the municipality. 
As long as this continues, there 1s little 


56 THE ANNALS OF THE AMERICAN ACADEMY 


hope of bringing order out of pres- 
ent chaotic conditions. Recent studies 
made in Boston under the dwrection of 
William Stanley Parker? reveal glar- 
ing imequalities in municipal book- 
keeping. They show that tie zost to 
the municipality for furnishir z services 
to the majority of industrial districts, 
and also to districts where Tncustrial 
workers live, far exceeds the tax ncome 
derived from these districs. They 
show also that certain eentral business 
areas pay taxes to the city fa~ in excess 
of the cost of the services rendered to 
this class of property. Ever with full 
consideration of the principle that 
charges must be apportioned =r at least 
modified with an understending of 
“what the traffic will bear,” tae dis- 
erepancy is so great, and the zondition 
of the majority of centrall* located 
Droperties is so grave, that >u? cities 
must recognize the necessity fo> alter- 
-ng their policy of expansion 


Uneconomic USE of 
CENTRALLY LOCATED LAND 


This bring us to the point where we 
must face the question of how to over- 
rome the difficulties which have ap- 
peared to prevent the more economic 
use of centrally located land which» has 
already been developed. Here the 
land question is inseparabl; tied up 
with the question of product ve effort. 
Tt is theoretically contended that the 
price of this land is too high fer develop- 
ment for housing purposes, ard that 
therefore the majority of the porulation 
cannot pay the rents which would be 
required for buildings ereczed upon 
centrally located land. 

Let us remember that wor< has been 
done to make this centrally iœated land 
usable. Theoretically this werk has 
added to its value. ‘Theoref=cally also 

$ Report on The Income and Coast furvey of 


the City of Boston; E.R.A. Progjct Number 
X2235-F2-U46. 


the amount paid to use the centrally 
located land ought to have paid off the 
cost of the original capital improve- 
ments. From a physical point of view, 
the land is no less desirable because it 
is encumbered with contracts that are 
the result of possible exploitation. 
But by reason of these contracts, the 
centra ly located land is suffering from 
the competition of less desirable land 
offerec at a price which seems cheap, 
as we have shown, largely because the 
ultimate necessity of further expenses 
for im>rovements to it are partly con- 
cealed and partly transferred to the 
older land. l 

Thus, in search of a policy, we find 
oursel~es going around in an apparently 
hopeless circle. Superficially it ap- 
pears that for low-rent housing there 
are no alternatives between the ex- 
tremes of shanty-town, where the bur- 
den of cost is transferred almost entirely 
to the continuous labor of the inhabi- 
tants, and so-called “public housing,” 
where those who cannot afford to pay 
are hcused in the desired standards of 
decency as the guests of the munici- 
pality at the expense of that portion of 
the taxpayers upon whom the burden 
ean be most easily shifted. 

I have already said that the land 
question is inseparably tied to the 
question of productive effort. It is 
well for us to recall that we have an 
unemployment problem. Unemploy- 
ment relief, that new type of govern- 
ment 2xpenditure, is, by reason of the 
share zontributed by local government 
(even despite the effort to shift the 
burden through the sales tax), now 
threatening further increases in the tax 
burden already imposed upon centrally 
located land. 

If the cost of unemployment relief 
is to edd to the burdens already. borne 
by centrally located land, it would be 
reasotable to let the unemployed give 
something in exchange. Centrally lo- 
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cated real estate needs buying power 
in order to employ the best available 
brains and man power, first, to work 
out administrative economies and plans, 
and after that to carry out the physical 
work necessary to improve the property 
to such a point that it will be soci- 
ally desirable and economically sound. 
Why is it that we have not found a way 
to make credits available to centrally 
located lands that will at the same time 
promote employment and improve our 
housing conditions? The reason is 
largely distrust, not so much perhaps 
with the owners of private real estate, 
as distrust of the methods by which 
real estate has usually been developed. 

First, let us review the course of 
ordinary procedure. A building enter- 
prise usually begins with a purchase of 
realestate. Weare accustomed to buy 
property in such a way that it is virtu- 
ally an attempt at refunding. A price 
is agreed upon which will wipe out all 
existing obligations; but since it has 
not been customary to amortize con- 
struction costs, the attempt is made to 
set the price high enough to take care 
of the liquidation of the improvements 
or to offset previous losses. If cash 
payment is deferred, a premium as well 
as interest is asked. Next, cash is 
sought for construction, but it is recog- 
nized that, before this cash can be re- 
turned, taxes as well as maintenance 
charges must be met; hence a premium 
is asked for the risk, and a profitable 
interést rate must be offered to attract 
the capital. But institutional lenders 
of capital are restricted by law as to the 
proportion of “appraised” costs which 
they may lend on mortgage. This 
difficulty is partially circumvented by 
obtaining a “favorable appraisal of land 
- value.” Under such methods, market 
is restricted to those who have the 
means to pay a generous margin for 
something which they want, or to those 
who are ignorant of the import of 


the obligations which they innocently 
shoulder. Such methods create a land 
problem by saddling impossible con- 
tract obligations upon land and, in ad- 
dition, loading the same land with 
physical buildings unsuited to the needs 
of society and therefore subject to rapid 
obsolescence. 

We are more conscious today than 
we ever have been before of the short- 
comings of our system of realty finance. 
The usual suggestions for remedy are 
not fundamental. Some suggest a 
scaling down of obligations. Others 
suggest delay, in the hope that condi- 
tions may improve to such a point that 
the obligations may be carried without 
feeling them. In either case, the roots 
of the difficulty remain. 


PUBLIC CREDIT 
FOR LAND IMPROVEMENT 


What we need is a formula that will 
put men to work improving the services 
which are rendered in connection with 
land. In particular, we need to im- 
prove our housing. It would be a 
Godsend if we could find a way to re- 
duce our relief expenditure by lending 
or transferring men to private enter- 
prise. We are still haunted by a 
specter which reminds us that, under 
present emergency relief policy, the 
cost of all labor on made work must be 
met from present or future taxes. To 
push the day of reckoning farther into 
the future, we borrow on long term and 
pay interest for the privilege of post- 
poning payment. 

Let us suppose that private industry 
made a bid to repay the cost of relief 
work provided the workers were set to 
improving private property. Suppose 
the offer were made that full wages 
would be paid, and that the capital 
amount would be refunded in twenty- 
five equal annual installments. The 
public would be relieved from repaying 
the principal, and although the interest 


58 Tue ANNAIS OF THE AmeRICAN ACADEMY 


charges would remain, the amount of 
interest paid would be redaced. It 
would be good public policy. The 
principal objection would be psycho- 
logical. There would be an outcry 
against lending public funds to private 
owners, on the theory that they as in- 
dividuals might benefit. 

This difficulty can be obwated by 
controlling the conditions of use for the 
credit extended. These funcs should 
ke utilized for the purchase of abor and 
materials only. For this reason every 
cent utilized would increase national 
purchasing power. Nothing woald be 
paid for land. But how tken. it is 
asked, could the land be used? 

The answer is simpler than it seems. 
In the past we have allowec lend to 
compete in a speculative market for 
credits. The land has been ised as a 
bid for the credits. As we have al- 
ready pointed out, land has thus been 
tied up in complicated and well-nigh 
impossible obligations. Ther w2 have 
permitted the owners of lard io sell 
their land and merrily skip oc leaving 
the land with a new owner to wrestle 
with the difficulty of avoiding the full 
responsibility of the encumbering obli- 


gations. 
What we propose is to off2r -redits 
to improve land, not to bur it. e 


would insist that the owner keep his 
interest in the land. Instead-of saying 
him out first we would set the payment 
of the annual installment for the refund 
of the improvement credit a: the first 
obligation. ‘Taxes should be the sec- 
ond obligation; maintenance costs the 
third; and the refunding ef credits 
previously invested, the four~h. 

The use of credit in this way would 
liberate land from the fetters in which 
it is now enmeshed. It would turn 
uneconomic real estate inte income- 
producing real estate. It would reduce 
relief expenditures. It would put the 
compulsion of money power behind 


the movement for large-scale planning 
for the gradual orderly rebuilding of 
centrally located neighborhoods. A 
condition to the extension of an im- 
proverrent credit would be the prep- 
aration of a plan of neighborhood 
Improvement. This would eliminate 
the risk of isolated credits extended to 
single property owners which are fre- 
quently jeopardized by the deteriora- 
tion of the environment. This would 
furnish an incentive to owners to recog- 
nize common interests rather than 
conflicting purposes, and to act in con- 
cert so as to receive the benefits to be 
derivec irom the use of credit on such 
favorabl2 terms. 


N=ariGHBoRHOOD PLANNING 


This is not the place for a discussion 
of larg2-scale planning and group ac- 
tion. Jt should be self-evident, how- 
ever, from what we have said, that the 
land prcblem is a problem of planning 
for the better and more economic 
utilization of land. To do this we 
must ettack the problem on a neigh- 
borhood basis. We must reorganize 
the neighborhood. We must reduce 
waste and improve service. We must 
stop tae growth of new slums. We 
must gractice economic city planning, 
which means controlled, reasoned, and 
intelligently directed growth. 

By neighborhood control and ad- 
ministration we could use our credits 
immedaztely to improve the housing 
conditions of all income.groups. Our 
first step would be the rearrangement of 
vacancies and the decanting of the 
lowest rent payers out of unfit buildings 
into vecancies in buildings where better 
conditions prevail. There would be 
immediate destruction of unfit build- 
ings ard the clearing of land for rebuild- 
ing in accordance with the codrdinated 


4 See Tand Usage (New York: N. Y. Building 
Congress), April-May, June-July, Sept.~Oct., 
and Nov.-Dec., 1936. 
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neighborhood plan. During the period 
of transition there are many ways to 
equalize benefits and burdens due to 
the codrdinated plan. Itis well known 
that the writer has advocated a system 
of pooling of interests. It is equally 
well known that there are many who 
advocate the use of such agencies as 
housing authorities. It is not so well 
known. that the New York law which 
creates these authorities permits them 
to aid groups of owners and to use the 
method of leasehold as well as, or in 
contrast to, the method of public own- 
ership with which their name is more 
popularly associated. Suffice it to say 
that by the effort to plan and control 
the administration of neighborhoods 
by means cf credit flow, it is possible, 
at one and the same time, to serve the 
cause of better housing in general, the 
cause of better housing forthe low-rental 
group, and the cause of slum clearance. 

At the outset we pointed out that 
there are three apparent courses of 
action open to those who seek to im- 
prove land: to pay the price asked; to 
seek cheaper land as a result of refusal 
to pay the price asked; or to invoke the 
aid of government to take land away 
from unwilling owners. To these sug- 
gested courses of action let us now add 
a fourth: Land may be improved with- 


out acquisition, by controlling the flow 
of eredit. Terms and conditions may 
be set which will virtually compel ad- 
herence to a sane economic and social 
program. Itis better public policy for 
government to attempt to control land 
use by fixing the terms of credit than to 
attempt to take over the responsibility 
for paying off the old obligations which 
have been saddled upon land. 

Above all, we must not be misled by 
the fetish of price. We must remem- 
ber that the land which seems cheapest 
may not, after all, be the cheapest to 
use. We must remember that price 
and value are not the same thing. 
We must direct our efforts toward 
building up values—i.e., values which 
answer the test of service or use. We 
must remember that the purpose of 
credit is to liberate useful productive 
work and to promote the exchange of 
services among men. We must con- 
stantly look at the problem of housing, 
and the problem of land for housing 
purposes, in their full perspective. If 
we do this, we will not be misled by 
unsound, shortsighted, though well- 
meaning, policies that lead us into 
blind alleys. Let me close with the 
repeated assertion that the land prob- 
lem is indissolubly bound up with the 
problem of productive labor. 
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Merchandismg Residential Properties 
By Ricwarp R. MEAD 


al Nissen aim of every business enter- 
prise is to produce and sell its 
commodities and services at a profit. 
Profits result from a differertiel ad- 
vantage enjoyed by those ccamfanies 
and individuals who receiv> <hem. 
In the absence of monopoly ər other 
unusually favorable conditioas, such 
profits accrue to those ccmfpanies 
which use superior merchandising 
methods. 

Since dwellings are masketable 
commodities, all those who Sud or 
sell houses on a commercial basis wish 
to be rewarded for their efforzs m the 
form of profits In the past, mer- 
chandising has received litte etten- 
tion from those in the housmg field. 
A limited group have developed their 
business In accordance with sound 
merchandising principles, buz a sub- 
stantial portion of those who have re- 
a_ized profits from the sale of houses 
nave done so because they were good 
gaessers rather than good managers. 

t is also significant that little consid- 
eration is given to merchandising im 
apusing literature or in the ceurses of 
sLudy now being conducted on the 
subject of housing in our colleges and 
universities. 

It is therefore the purpose of this 
discussion to explain the na‘-ure and 
the significance of merchand&inz and 
to show to what extent and in what 
ways it can be of assistance in our ef- 
forts to solve the housing problem for 
tie major portion of the po ulation. 

1 In this limited discussion, I will not consider 
Icw-cost housing requiring governmeat subsidy, 
o> dwellings built under the direct auspices of 
their future owner for his own use This 
means that we are concerned wita approxi- 


mately two thirds to three fourths of >ur annual 
housing production. 


MEANING OF MERCHANDISING 


For purposes of this discussion, the 
term “merchandising” is defined as 
the adaptation of products or services 
and the methods by which they are 
distributed to the requirements of po- 
tential consumer markets. This in- 
volves the consideration of the follow- 
ing things by the manufacturer or 
merchant: (1) an accurate knowledge 
of the nature and requirements of the 
consumer market to which he wishes 
to sell his products and services; (2) 
the development of new products or 
the adapzation of his present products 
to fulfill the needs of this market, giv- 
ing consideration to their physical 
utility, style and appearance, and 
price in terms of consumer income and 
the priczs charged for competitive 
articles; (3) the setting up of satisfac- 
tory marketing channels so that these 
goods may reach consumers in an effi- 
cient anc economical manner; (4) the 
planning of suitable advertising and 
other sales promotion activities so 
that the potential market will become 
a profitable and satisfied outlet for 
his products; and (5) the constant 
change and adjustment of his prod- 
ucts to meet new consumption habits, 
and to match innovations and im- 
provements made in competitive ar- 
ticles.” 

In a competitive society, merchan- 
dising must necessarily be carried on 


°? For a more detailed analysis of the charac- 
teristics of merchandising as defined above, see 
The Executive's Desk Book (Philadelphia: 
John C. Winston Co., 1934), Chap. XVI; The 
Principles of Merchandising, Advertising and 
Salesmanskip, prepared by the writer in collab- 
oration with Dr. Herbert W. Hess of the Whar- 


ton School University of Pennsylvania. 
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for the benefit of the individual con- 
cern. It is therefore an economic 
policy rather than a social policy. 
The manufacturer or merchant does 
not consider the needs and wishes of 
the consumer from any altruistic in- 
terest in the latter’s welfare. He does 
it rather because he realizes that in the 
absence of a reasonable degree of con- 
sumer satisfaction with the products 
which he sells, he cannot hope for con- 
tinued business success. It is signifi- 
cant, however, that the consumer has 
received more satisfactory products at 
lower cost from those industries where 
sound merchandising has been the 
rule rather than the exception. It 
follows that the adoption of merchan- 
dising principles in the housing indus- 
tries should result in a better selection 
of dwellings at more reasonable prices 
for the prospective home owner. 


NECESSITY ror MERCHANDISING 
IN HOUSING 


Under the present system of con- 
struction, houses are not supplied to 
the market in an orderly or intelligent 
manner. As a result there are recur- 
ring periods of over supplies and under 
supplies of dwellings. When there is 
an over supply of houses, producers 
are forced to sell such properties at a 
loss, and In many cases experience 
great difficulty in disposing of some of 
them at all. This situation also de- 
preciates the value of older residential 
structures and places the owners of 
these dwellings at a disadvantage 
when they wish to sell or rent their 
properties. During such periods the 
building industries are depressed and 
the financing of new or existing homes 
is not easily accomplished. 

When there is an under supply of 
houses, the competition for dwellings 
forces home buyers to purchase such 
dwellings at inflated prices, with re- 
sulting shrinkages in value when this 


shortage has been eliminated by addi- 
tional construction. This under sup- 
ply of housing also encourages an 
unwise financing of new and old dwell- 
ings by banks and other financial 
institutions, and stimulates an unwar- 
ranted amount of building activity 
which ultimately results in another pe- 
riod of over supply. It is true that 
this situation occurs in every type of 
industry, but it presents more prob- 
lems in the case of houses because of 
the time and the expense involved in 
their construction and the greater dif- 
ficulty in selling them. 

The construction of houses is 
essentially a small-scale enterprise. 
While there are many firms that erect 
large numbers of houses, they do not 
dominate the field, and must share 
their business with an enormous group 
of contractors whose annual construc- 
tion is very small. 

As a result, there is little formal 
market investigation work done by 
those in the building busmess. What 
studies are made are of an independ- 
ent character and give little consid- 
eration to the building programs of 
competitive concerns. Most of these 
studies are confined to the large-scale 
builder, who often makes a deter- 
mined effort to construct the number 
and the type of houses that the market 
can absorb. However, even these 
builders can only secure title to a lim- 
ited amount of land, and in the ab- 
sence of strict zoning restrictions they 
are in no position to control the num- 
ber or the type of dwellings that small 
or inefficient builders may construct 
near their operations. Thus a fine 
development of single homes or at- 
tractive semi-detached dwellings may 
be greatly injured by the erection on 
adjoining properties of cheap row 
houses or commercial properties. As 
a result, the careful analyses made by 
the intelligent builder may be nuli- 
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ii2d by the unscientific individualistic 
activities of other contractors 

This situation evidently requires 
the services of a more compte and 
setisfactory merchandising >rcgram 
which not only considers the require- 
ments of consumers in relation to the 
homes to be produced by one builder, 
but, in addition, studies the aztivities 
of other home builders and the 2ffect 
of their efforts on the total Jemand 
fcr housing. Whether or not -t is pos- 
sible for merchandising to be suecess- 
fully applied to the building oè houses 
as the industry is now organized is a 
question which we will consicer more 
fully later in the discussion. 


PECULIAR CHARACTERISTICS DF 
Hovusine As a Propuct 


Before turning to a critical analysis 
of the relation of merchand_sing to 
housing, it is first necessary to con- 
sider briefly the peculiar cha-acteris- 
tizs of a house as compared wita the 
other products which the consumer 
buys. 

A house is a consumer’s capital 
good, and by far the most erpensive 
one which he purchases. It is com- 
plex in character and requires a large 
number of different products and in- 
dividuals in its construction. Unlike 
other consumer goods, a hous: i im- 
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mobile, and, with few exceptions, it 
must remain on the location where it 
is origically erected, regardless of any 
changes which may affect the desira- ` 
bility of 1ts surroundings in the future. 
All these factors make difficult the 
adaptation of houses to rapid changes 
in consumer demand. 

The price of houses in terms of the 
average purchaser’s budget is so high 
that relatively few of them are pur- 
chased for cash, and the remainder 
must be financed over a long period. 


"Until recent years it has been the 


practice of home buyers to allow the 
amounts of their mortgages to remain 
as permanent liens against their prop- 
erties. During periods of depression, 
when such owners have found it im- 
possible: to continue to pay the carry- 
ing charges on their homes, this policy 
has proved disastrous. 

A house is consumed over a long pe- 
riod of time. While there is no agree- 
ment as to the average life of a 
residential dwelling, Table I, which 
was prepared by the National Asso- 
ciation of Real Estate Boards in 1931 
for the Bureau of Internal Revenue,’ 
may be regarded as a conservative es- 
timate of the useful life of various 
types of dwellings. 


3 Cited in Edith Elmer Wood, Slums and 
Blighted Areas in U. S. (Federal Emergency 


TABLE [—NUMBER or Years or Ustron Lire or Variou3 Tyrtes or RESIDENTIAL BUILDINGS 


Masonry Slow | Masonry 


Type of Steel Frame} Reinforced | Burning with with Frame 
Buildings Fireproof Concrete or without Frame 
Steel Frame | Interior 
1-family dwellings........ 50 50 50 50 3314 
2. 3-, and 4 Sass dwell- 
ings. cease 42 42 38 3314 30 
Row houses. . 45 45 40 35 30 
Apartments and ‘flats with- 
put elevators........... 4.0 40 35 30 25 
Hotels and elevator apart- 
MENTS ieee wore rima 35 35 28 25 22 
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Assuming that these dwellings will 
be all replaced at the expiration of 
their useful life, which averages be- 
tween 25 and 50 years, a maximum re- 
placement demand of from 2 to 4 per 
cent per annum is indicated. Even 
when this number is added to the 300,- 
000 to 500,000 dwelling units that 
must be provided for new families 
each year, the construction of new 
dwellings must necessarily represent 
a small percentage of the total num- 
ber of homes in existence. In the ab- 
sence of a more rapid substitution, the 
adaptation of new dwellings to con- 
sumer demand must depend in large 
measure on the modernization of ex- 
isting residential units. 

A final characteristic of importance 
is the fact that the selling methods for 
houses are complicated by a great deal 
of legal and financial red tape, which 
bewilders the buyer and substantially 
increases the cost of purchase. 


PECULIAR CHARACTERISTICS OF 
THE Market ror HOUSING 


While the house as a product is very 
different from the other articles which 
the consumer buys, the demand for 
housing is in many ways similar to 
that for other consumption goods. It 
is, of course, impossible to present a 
complete list of market characteristics 
which will apply equally well to all 
communities and all classes of buyers. 
This analysis will therefore be con- 
fined to those more general factors 
which influence the demand for hous- 
ing throughout the United States. 


Purpose of purchase 


The first factor of importance is the 
purpose for which consumers purchase 
residential dwellings. In the past 
there have been three classes of pur- 
chasers: (1) those who wished to buy 


Administration of Public Works, Housing Di- 
vision Bul. No. 1, 1934), p. 79. 


a home; (2) those who wished to de- 
rive an income from an investment in 
real estate, in the form of rentals; and 
(3) those who wished to speculate in 
residential structures.* 

In this discussion we are chiefly con- 
cerned with the first class of buyer. 
The purchaser for investment does not 
usually find the rental which he can 
demand at present adequate to give 
him a substantial return on his money, 
and he is not an important factor in 
the sale of new homes. The specula- 
tive purchaser will always be found in 
any business where he can see the 
chance of making quick turnovers at 
a profit. But the speculator, like the 
investor, has little influence on the 
character of the demand for new hous- 
ing, and is of no practical significance 
in the merchandising of such houses. 

The psychology of the consumer 
who buys a home is very different 
from that which characterizes his pur- 
chases of other articles. When he 
buys an automobile, a radio, or an- 
other piece of electrical equipment, he 
buys it for use and not as an invest- 
ment. He realizes that he must pay 
a charge for that service. He knows 
that depreciation and style obsoles- 
cence will make such a product much 
leŝs valuable when he wishes to sell or 
exchange it at some future date. 

The home buyer, in his turn, pur- 
chases a house for use, but he also re- 
gards it as an investment. He feels 
that a house is a good place in which 
to invest his money. When he wishes 
to sell this dwelling, he expects to re- 
ceive at least as much as he originally 
paid for the property, if not an actual 
profit on the transaction. It is in- 

t Gilmer Richardson, “The Most Effective 
Selling Methods for the Present Realty Mar- 


ket,” National Real Estate Journal, Jan. 1, 1936, 
p. 28. 


°“Only property used in connection with a 
trade or business may be the subject of a de- 
preciation reduction. Accordingly depreciation 
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conceivable to him that fifteen years 
of occupancy of a dwelling, with ade- 
quate maintenance, should materially 
reduce its value. If he paid ten thou- 
sand dollars for the house, in his 
opinion it should still be worth that 
amount at the end of fifteen years. 
He may even feel insulted when a 
prospective buyer or real estate agent 
suggests that he should sell it for less. 
Even when business depressions occur 
and market prices go down, the home 
owner often refuses to recognize that 
the value of his house has declined. 
Unless the buyer of homes can be 
convinced that the main reason for the 
purchase of a dwelling is use and not 
investment, and that use implies de- 
preciation, the present rate of replace- 
ment cannot be materially mcreased, 
and it will be difficult to supply a 
larger portion of our population with 
the convenience and satisfaction of 
newer and more up-to-date dwellings. 


Competition 

The second market characteristic 
which needs consideration is the com- 
petition of housing with other con- 
sumption goods and services. It is 
true that the average consumer has 
more income today than he had 
thirty-five years ago.® It is equally 
true that he now distributes it among 
a greater variety of articles. The cost 
of purchase and maintenance of an 





t. 


of dwelling houses occupied by the taxpayer are 
denied.” (See Commerce Clearing House, Inc. 
United States Master Tax Guide 1934-388, p. 
117.) Home owners who occupy such proper- 
ties are not permitted to make deductions for 
income tax purposes, whereas those who re- 
ceive rentals are allowed a 2 per cent reduction 
per annum. As a result, the home owner who 
occupies his house is not so conscious of depre- 
ciation in its value as is the individual or the 
corporation which rents such properties. 

* The following statistics on income are pub- 
lished in the National Industrial Conference 
Board Bulletin, April 10, 1935, p. 30: 


automobile,’ the increased number of 
articles and services which are essen- 
tial in the operation .of a home—such 
as electric refrigeration, oil burners, 
and more elaborate furnishings—and 
the increased amounts spent for edu- 
cation, recreation, and travel, have all 
contributed to a substantial reduction 
in the percentage of income which the 
consumer can devote to the purchase 
of a home. These articles and serv- 
ices are now regarded as necessities, 
and consumers are unwilling to give 
them up in order to secure a more lux- 
urious dwelling. This suggests that if 
the building industry intends to do a 
large volume of business in the sale of 
new homes, it must reduce the cost 
of such homes to figures corresponding 
to the amount which the home buyer 
feels he can apportion for the purchase 
and maintenance of a house. 


Installment plan 


A third element which influences 
the market for houses is the manner 


Total Per Capita 
Year (Billions of Dollars) (Dollars) 
WOOO e anoanoai 16.2 213 
LOS aicotwwans 25.1 298 
TOTO nies Be sioe acs 30.1 326 
1915......... oc 34.5 $47 
T920 irae ore 74.3 697 
1985 AREE EE EE 77.1 671 
TIH e t set ERT 70.3 571 
Ht ets soca Sa 47.6 377 


The figures for 1934 are influenced by the 
business depression from which we were just 
emerging. It is estimated that the income for 
1936 was in excess of 60 billion dollars and that 
it will be substantially higher for 1937. 

T In 1935 the total amount of money received 
by retail automobile establishments and filling 
stations was $6,674,364. This was equivalent 
to approximately 21 per cent of the total sales 
of all types of retail establishments for that 
year. See Census of Business, 1935, “Retail 
Distribution,” Vol. IH, p. 11. 

In the year 1900 there were only 8,000 pas- 
senger cars registered in the United States. In 
1936 there were 24,250,000, most of which 
were used by private consumers. (Sources: 
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in which the average consumer re- 
ceives and spends his income. The 
majority of those who purchase homes 
recelve their money in periodic install- 
rents in the form of wages, interest, 
and dividends. They are accustomed 
to spend this money in a similar fash- 
lon—paying for normal purchases at 
weekly and monthly intervals and fi- 
nancing the purchase of automobiles, 
furniture, and other expensive articles 
on the installment plan. Since most 
af their large purchases are completely 
paid for within a period of six to 
twenty-four months, such a proce- 
dure, in the absence of abnormal busi- 
ness conditions, works out reasonably 
well. When applied to the purchase 
of houses, where commitments must 
extend over much longer periods, se- 
rious problems arise for many of these 
purchasers in the form of unemploy- 
ment, unforeseen expenditures, and fi- 
nancial reverses, none of which were 
anticipated at the time when such 
dwellings were bought. 


Inexperienced purchasers 


A final market element which af- 
fects the merchandising of houses is 
the inexperience and resulting igno- 
rance of the purchaser of homes. 
Since he makes such purchases infre- 
quently, and since the details con- 
nected with the buying of a dwelling 
are so numerous, the buyer is much 
more at the mercy of the seller than in 
the case of any other article which he 
buys. At the same time, because of 
the expense involved in the transac- 
tion and the long pericd of financing, 
the home buyer is in no position to 
bear the losses that result from an un- 
satisfactory purchase. This raises the 
question of the desirability of some 
social agency to assist consumers who 


Automotive Facts and Figures 1933, pp. 
4, 10. Automotive Industries, Jan. 2, 1937, 
p. 5.) 


wish to purchase homes. Unless the 
builder or real estate agent can be 
shown that it is unprofitable to take 
advantage of the uninitiated pur- 
chaser, some type of protection, as 
suggested above, seems to be essential. 


Summary of market characteristics 


In summarizing the characteristics 
of the market for housing, we have 
shown that the house must eompete 
with a larger number of articles than 
ever before, which means that the av- 
erage consumer is unwilling, if not un- 
able, to pay a large amount for a home. 
His budget is so devised that he is 
in no position to accumulate large 
amounts of cash at any one time. As 
a result, he is no longer able to pay 
the large down payments characteris- 
tic of the predepression period. Fi- 
nally, he demands variety in the type 
and the location of his home. 

The home building industry is 
therefore faced with the problem of 
deciding whether houses should be 
constructed for long periods of 
consumption at substantially higher 
costs, or whether the example of the 
automobile industry should be fol- 
lowed, giving recognition that rapid 
obsolescence of housing is a fact, and 
as. a result of such recognition, 
whether a program of building should 
be developed wherein the houses 
would be designed to give satisfaction 
for shorter periods, wherein the orig- 
inal purchase price would be low, 
wherein regular monthly payments on 
the principal would be universal, and 
wherein the purchaser would expect 
such dwellings to decline in value with 
the passing of time. 


PROBLEMS OF ANALYSIS OF 
House MARKET 


The analysis of the market for any 
consumption good is a difficult task. 
There are so many variables that af- 
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fect the purchasing and consumption 
habits of individual consumers that it 
is seldom possible to forecast accu- 
rately the demand for a particular ar- 
ticle or service for more than a limited 
period of time. The analysis of the 
market for housing is no exception. 

Shelter is one of the necessary ele- 
ments of human consumption. In 
civilized society it is the pattern for 
us to live m a house or some similar 
type of dwelling unit. Other pur- 
chases, with the exceptfon of neces- 
sary food and clothing, may be post- 
poned; but some provision must be 
made for living quarters and those in- 
escapable expenses connected with the 
operation of a home. The first prob- 
lem of market analysis is easily solved. 
Every consumer must by necessity 
provide himself with some form of 
housing. 

The total demand for new dwelling 
units in the United States can also be 
determined with a fair degree of accu- 
racy. Population growth can be cal- 
culated, the replacement demand for 
dwellings can be estimated by peri- 
odic inventories of existing dwelling 
units, and the actual construction of 
houses in the more important residen- 
tial areas ‘can be ascertained from 
regularly published reports, While 
there is some disagreement as to the 
reliability of these various indices in 
calculating the future demand for 
housing, it is recognized that a group 
of factors can be set up which will be 
a, useful though not a conclusive guide 
to the housing industry. ° 

The study recently published by the 
Federal Housing Administration on 
the Housing Market in the United 
States is an effort to make such infor- 
mation available to all those inter- 
ested in the construction of new hous- 
ing. While a considerable portion of 
this study is based on 1930 census fig- 
ures, the absence of normal building 


operations during the depression pe- 
riod and utilization of the data from 
the Real Property Inventory of 1934 
mean that this study must at least be 
regarded as a conservative estimate of 
the present requirements of the Amer- 
ican people for new housing. 

The real problem in determining the 
market for housing is inherent in the 
nature of dwellings and the methods 
by which they are sold. Unlike an 
automobile, a piano, or an oil burner, 
houses are produced on a small scale, 
and each dwelling, as we have already 
indicated, must be placed on a partic- 
ular location and remain there. 

The problem of the individual 
builder, therefore, is to determine the 
number and the type of dwellings that 
will be salable in the particular area 
where he is planning to build. He 
may be interested to know how many 
single homes, apartments,? and row 
houses will be absorbed in the United 
States or even in a particular state, 
like Pennsylvania. However, unless 
he also knows what type of dwelling 
will be acceptable in West Philadel- 
phia, Lancaster, or Reading, depend- 
ing upon which of those areas interests 
him, he cannot have any assurance 
that his proposed building program 
will prove to be a profitable undertak- 
ing. 

Automobiles and similar products, 
which are produced on a large scale 
and are standardized, can be shipped 
on completion to any part of the 
United States. So long as the total 
production of these products does not 
exceed the demand for them, they can 
be disposed of on a satisfactory basis. 
The builder of homes has no such op- 
portunity. Unless he can find buyers 
who are willing to purchase the type of 


8 Since apartments present different merchan- 
dising problems from those of dwellings, they 
have been purposely omitted from this discus- 
sion. . 
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house which he has erected on a par- 
ticular location, at a price which will 
yield him a profit, his only alternatives 
are to sell these dwellings at depre- 
ciated prices or to resort to the unsat- 
isfactory substitute of rental. 

The builder of homes is faced with 
another problem when he attempts to 
analyze his market. It requires a 
long time to construct a group of 
dwellings and get them ready for sale. 
The type and the price of the houses 
which he plans to build may be en- 
tirely in accord with the demands of 
the market at the time construction of 
them is begun. However, changes in 
prices and purchasing power, together 
with shifts in the character of the de- 
mand for dwellings, which often occur 
during the period of construction, may 
make the finished dwellings much less 
acceptable to the public—with result- 
ing loss to their builder. 


MARKETING AGENCIES FOR 
Hovsine 


The marketing agencies, which par- 
ticipate in the distribution of housing 
are more limited in numbers than are 
those for other consumer products. 
This is due to the fact that a house is 
offered for sale® by the builder as a 
finished product at the place where it 
is to be occupied. No transportation 
or storage is involved, and the main 
task of the marketing agencies han- 
dling housing is therefore to bring 
buyer and seller together and to se- 
cure an agreement as to price, terms, 
and other items incident to the actual 
sale of the dwelling. In this connec- 
tion, there is more higgling and bar- 
gaining over prices and terms in the 
purchase of a house than in the pur- 


° Tt is often the practice of the builder to en- 
deavor to secure sales long before the house is 
actually completed. However, the transaction 
is not actually closed until such dwellings have 
been made ready for occupancy. 


chase of any other consumption good. 

The most important factor in the 
marketing of houses is the real estate 
agent. Such agents are in reality 
brokers, who act as clearing houses for 
buyers and sellers of real estate in 
given localities. The small size of the 
average building project and the great 
difficulty in securing prospects who 
are likely to be interested in specific 
types of dwellings located inf certain 
areas, make the real estate broker in- 
dispensable in the sale of houses. 
These dealers assume an added impor- 
tance because they are frequently ac- 
tive in new housing developments as 
financial backers, as owners of the 
land on which the dwellings are 
erected, or as the actual sponsors of 
the entire development. 

The large building operators, who 
construct a substantial number of 
houses at one location, frequently han- 
dle the marketing of their houses di- 
rectly through their own salesmen and 
advertising. They maintain sample 
houses, which are usually furnished in 
an attractive manner, arid take care of 
the financial and other essential items 
connected with the sale of real estate. 
Even such builders usually find it de- 
sirable to secure some of their pros- 
pects through real estate offices. It is 
very difficult to find any type of resi- 
dential building operation where the 
real estate broker does not play at 
least a minor rôle in the sale of new 
houses. 


QUALITIES oF Goon REAL ESTATE 
DEALERS 


The efficient and successful real es- 
tate dealer usually possesses the fol- 
lowing essential qualities: (1) He has 
a good selection of dwellings and 
avoids listing properties of inferior 
construction or located on undesirable 
sites. (2) He has a thorough knowl- 
edge of these dwellings both as to con- 
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struction and as to other details rela- 
tive to the exact amount of the taxes, 
the cost of financing, insurance, and 
the necessary transfer charges.. In 
this connection, he has an accurate 
knowledge of the true value of such 
listings and the relationship of the 
price asked by the builder to his own 
estimate. (3) He endeavors to se- 
cure a proper selection of prospects for 
new hotses, and has the ability to 
know what units will sit particular 
prospects. (4) He follows the sale 
through to the end and tries to see 
that everything is arranged to the sat- 
isfaction of both the buyer and the 
seller.1° 

While the above qualities would ap- 
pear to be reasonable requirements for 
every real estate dealer, there are 
many brokers who fail to meet these 
standards. ‘There are several reasons 
for such failures. In the first place, it 
has been relatively easy in the past for 
individuals to get into the real estate 
business. This has encouraged many 
ill-equipped and inexperienced indi- 
viduals to establish real estate offices. 
While most of these brokers have 
handled a small number of properties, 
they have seldom done an adequate 
job, and have caused a great deal.of 
criticism of the real estate broker 
by both buyers and sellers. Fortu- 
nately, through the efforts of the Na- 
tional Association of Real Estate 
Boards, licensing laws have been 
adopted in a large number of states, 
which attempt to provide that a pro- 
spective broker must demonstrate his 
ability to fulfill the duties of agent be- 
fore he can be licensed to operate a real 
estate office. 

A second reason for the failure of 
real estate brokers to meet the above 


1 This analysis is based on an article entitled 
“How to Sell a Home,” by Ray R. Keith, Na- 
tional Real Estate Journal, Feb. 1936, pp. 32- 
$4. 


mentioned requirements is the method ' 
by which such agents are compen- 
sated. They receive their payment, 
usually from the seller, in the form of 
a fixed percentage on the selling price 
of the house. They therefore must 
handle a substantial volume of busi- 
ness if their enterprise is to prove prof- 
itable. In times when building is 
brisk, their sales volume is high and 
they can concentrate their attention 
on desirable locations and prospects. 
However, during depression periods, 
especially the one through which we 
have just passed, building operations 
are few in number, and real estate 
buyers are even more difficult to find. 
The small income received by real es- 
tate agents during such periods has 
made it difficult for even the most effi- 
cient firms to render the high standard 
of service required in the selling of a 
dwelling. 

A third reason for lower standards 
of real estate sales practice is the fact 
that as a broker, the agent must con- 
tact two principals. Even where it is 
legally possible for an agent to repre- 
sent both buyer and seller, such rep- 
resentation is undesirable. The seller 
wishes to get the highest price possi- 
ble, and he wishes to stress through 
his dealer the positive selling points 
for his property. The buyer in his 
turn is anxious to get the property at 
the lowest possible price, and he 
wishes to know all the defects in the 
dwelling and its surroundings. In ad- 
dition, the buyer wishes to finance the 
purchase of the dwelling in a manner 
satisfactory to his interests. Also, at 
the time of settlement it is impossible 
for the agent to consider adequately 
the interests of both parties. 

Since the real estate agent usually 
acts as the representative of the seller, 
and home buyers are inexperienced in 
the purchase of real estate, it seems 
logical that the buyer should also be 


MERCHANDISING RESDENTIAL PROPERTIES 69 


represented by a man experienced in 
the conveyancing of residential dwell- 
ings, who will receive compensation 
for his services from the purchaser. 
This individual can protect the buy- 
er’s Interest in the drawing up of the 
original agreement of sale; he can 
make sure that there is no cloud sur- 
rounding the title to the property; he 
can take charge of the drawing up of 
the necessary transfer papers; and he 
can représent the buver at the time 
of settlement. Often the savings ef- 
fected by such a representative on the 
various fees which arise in the pur- 
chase of a house will more than cover 
the fee which he charges. Even 
though this may mean an added ex- 
pense to the purchaser, he will be 
assured that his interests have been 
thoroughly protected in all matters 
relative to the transaction and that he 
has purchased the property on the best 
possible basis. 


MARKETING Costs 


The marketing costs for housing, in 
relation to the selling price of houses, 
are seemingly much lewer than those 
for other products which the consumer 
buys. This may be explained in part 
by the facts that (1) the actual mar- 
keting expenses connected with the 
sale of a dwelling do not begin until 
after the house is ready for use at the 
location where it is to be occupied; 
and that (2) title seldom passes to the 
real estate dealer or other agency han- 
dling the sale of houses, and such agen- 
cies therefore do not assume the risks 
of ownership characteristic of many 
wholesale and retail establishments 
handling other consumption goods. 

However, there are certain charges 
entering into the selling price of a 
house that are usually omitted in a 
discussion of marketing costs. In the 
first place, the builder or owner of a 
housing development retains title to 


such dwellings until it 1s transferred to 
purchasers of these properties, at the 
time of settlement. He thereby as- 
sumes many of the risks of ownership 
which are normally shifted to market- 
ing agencies in other consumer goods. 
The dwellings may be completed long 
before they are sold, and the owner 
must assume the burden of financing 
and possible depreciation in their 
value. All these charges, together 
with the cost of construction and 
profit, are capitalized by the owner 
into the selling price. If he estimates 
accurately, and does realize a profit 
from the sale of these houses, then, in 
reality, marketing costs in addition to 
those received by the marketing agen- 
cies have been added to the selling 
price of the dwellings. If, however, 
he estimates incorrectly and is forced 
to sell such dwellings at a loss or with 
no return to himself, then such costs 
of marketing may have little effect on 
the cost to the consumer. 

Second, under our present system of 
building construction, the builder or 
contractor assembles various raw ma- 
terials and finished products from dif- 
ferent parts of the country, and with 
the aid of his workmen, he constructs 
heuses from them. In some respects 
he is like any other manufacturer who 
fabricates products. However, the 
average manufacturer assembles large 
quantities of material at one location, 
and the costs to him of marketing 
those products- are relatively low. 
The builder, especially the small-scale 
contractor, tends to buy his supplies in 
small lots and has them delivered to 
the specific location where he is build- 
ing. Therefore the marketing costs 
for goods bought by builders are much 
higher than those purchased by manu- 
facturers. It has been estimated that 
the marketing costs for such products 
average between 40 and 50 per cent, 
and these costs must necessarily be re- 
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flected in the cost and selling price of 
the house. 

Third, many charges for transfer- 
ring a house, such as title insurance, 
appraisal fees, financing, and similar 
expenses, are in reality a part of the 
costs of selling houses. As the selling 
price of the house goes down, the im- 
portance of these charges increases, 
because many of them, such as ‘title 
search and charges for making up the 
settlement papers, are esubstantially 
the same regardless of the value of the 
dwelling. A great deal of mystery 
surrounds these charges, and most 
purchasers of homes do not under- 
stand why they are called upon to pay 
so many of these costs. Usually the 
average agent or seller of homes makes 
no effort to explain them to the pur- 
chaser. 

Thus we see that in reality, the mar- 
keting costs for houses are much 
higher than is ordinarily supposed by 
the buyer. However, as long as our 
present system of constructing houses 
continues, the only costs with which 
the consumer comes directly in con- 
tact are the agent’s fees and the va- 
rious transfer charges. ‘There may be 
a few transfer fees that might be elim- 
inated, but these would not mate- 
rially reduce the cost of selling houses. 
The matter of the adequacy of the 
agent’s commissions is something 
which we must now discuss in more 
detail. 


Agents’ commissions 


The customary commission which is 


u The above analysis of marketing costs for 
housing has necessarily been interpretative 
rather than statistical. Very few exact data 
are available on the subject, and it is impossible 
to derive any final conclusions from such infor- 
mation. The Census of Business for 1935 has 
included Real Estate Agencies as one of its spe- 
cial studies. However, preliminary data will not 
be available, according to census officials, until 
some time in March. This study will show, 


recelved by the real estate agent for 
the sale of a new dwelling is 5 per cent 
of the- selling price, and is paid to the 
agent by the seller of the property. 
There has been considerable debate as 
to whether the services of the real es- 
tate broker merit such a large com- 
mission. If the agent is going to con- 
fine his attention to listing properties, 
mentioning their existence to insistent 
prospects, and taking their orders if 
they decide of their own volition to 
buy, it is probable that the 5 per cent 
commission is a very high payment. 
However, if the agent really acts as 
the sales representative of the seller, 
effectively advertises the properties of 
his principal and makes an intelligent 
and determined effort to secure sales, 
the present rate of commission is 
probably too small.- Until a definite 
standard of service can be established, 
it is difficult to make a final conclusion 
on this question. 

A special problem which affects the 
present status of the agent’s commis- 
sion is the tendency to construct less 
expensive types of houses. Since the 
agent is paid a percentage of the sell- 
ing price, if that percentage remains 
the same while selling prices drop, he 
often is unable or unwilling to give 
such dwellings sufficient attention to 
secure profitable sales for their own- 
ers. It is significant that owners of 
inexpensive properties have found it 
to their advantage to imecrease the 
compensation of agents who have 
successfully disposed of such hold- 
ings. 

The agent’s commission usually rep- 


among other things, the number of real estate 
establishments in different sections of the coun- 
try, the total amount of fees and commissions 
received by reporting agents, and a classifica- 
tion of such commissions into those received for 
the sale of property, rental fees, and manage- 
ment fees. It is hoped that these census data 
will prove helpful in studying the operon of 
real estate establishments. 
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resents a material portion of the down 
payment received bv the seller of 
housing. This means that the owner 
desires as high a down payment as 
possible, so that he can receive at least 
a small amount of cash at the time of 
settlement. 
where the owner is forced to ac- 
cept a purchase money mortgage for 
part of the buyer’s payment for a 
dwelling. 

The service performed by the Fed- 
eral Housing Administration in ad- 
vancing 80 per cent cf the appraised 
value to purchasers of desirable prop- 
erties has offered a practical solution 
to this problem. Under this plan, the 
seller is paid in full by the financial in- 
stitution granting the mortgage at the 
time of settlement. The matter of 
large down payments, which, as we 
‘have shown, are impossible for most 
home buyers to make, is of no great 
concern to the seller in such transac- 
tions. 


ADVERTISING AND SELLING OF 
Housine 


It is not the purpose of this dis- 
cussion to consider in detail the ques- 
tion of advertising and selling as 
applied to housing. Suffice it to say 
that while a great deal of advertising 
is done in the classitied sections of 
newspapers and on outdoor signs, the 
main purpose of such advertisements 
has been to attract consumers to spe- 
cific properties rather than to educate 
them to the desirability of purchasing 
a dwelling. It is obvious that the 
individual builder of homes and his 
agents cannot afford to engage in the 
latter form of advertising. However, 
there is an excellent opportunity for 
builders and agents acting coöper- 
atively to carry out such a program. 
such advertising, if properly designed, 
might prove very helpful in supple- 
menting the individual advertising 


This is especially true- 


now carried on by particular builders 
and agents.” 

Those engaged in the sale of houses 
are beginning to appreciate the need 
for improving their selling technique. 
It is significant that there are always 
one or two articles on the subject in 
real estate publications, and that these 
articles are considering the question 
in an intelligent manner. Improving 
the selling technique does not imply 
high pressure tactics or practices un- 
fair to competitors. It means rather 
that selling of real estate will be put 
on a professional basis, that trained 
men will be attracted into the field, 
and that a more satisfactory service 
will be performed for those who have 
homes to sell. 


MERCHANDISING PROBLEMS or OLD 
DWELLINGS 


Thus far, this discussion has empha- 
sized the problems connected with the 
sale of new housing. Since the major- 
ity of our population is at present 
housed in older structures, and since 
such dwellings exert a marked influ- 
ence on those who produce and sell 
new houses, a brief analysis of their 
peculiar merchandising problems is 
essential. 

In the past it has been the policy of 
the building industries to concentrate 
their main efforts on the production of 
adequate housing for the top 10 per 
cent of the population. New houses 
were constructed for the medium in- 
come groups, but little effort was made 
until very recently to construct truly 
satisfactory dwellings for such groups. 
Those who were not satisfied with 
these houses were expected to rent or 

“It is significant that the manufacturers of 
household fixtures and construction materials, 
especially in specialty lines, have been most ac- 
tive in the field of advertising. The success 
which their efforts have brought should encour- 


age the builders of residences to expand their 
activities. 
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purchase older dwellings which had 
been discarded by the well-to-do. 
The lowest income groups were forced 
to live in slum districts or in houses lo- 
cated in greatly depreciated areas. 

In theory, this hand-me-down proc- 
ess was an excellent idea. As the well- 
to-do moved to the outskirts of cities 
or into the suburbs, their former prop- 
erties could be purchased at somewhat 
reduced rates, and the purchasers were 
supposed to secure finer homes than if 
they had attempted to buy inferior 
new properties at a price which they 
could afford to pay. 

This policy has had serious social 
and economic consequences. Less 
privileged groups have been forced to 
live in very undesirable quarters, with 
a resulting lowering of living stand- 
ards. In addition, this policy has en- 
couraged the construction of homes 
designed to be used for a long period. 
Purchasers of such properties have 
found that while these properties were 
perhaps more economical to buy, the 
cost of maintenance and taxes has 
made them very expensive to own. 
In addition, the rapid change in new 
houses m recent years has not only 
made owners and tenants of the older 
dwellings dissatisfied, but it has alsp 
resulted in a very great depreciation 
in the value of the older properties, 
and increased the difficulties involved 
in selling them. 

The application of merchandising to 
old housing is much more difficult 
than its application to new houses. 
In the first place, the dwellings are 
already built on specific locations. If 
such locations do not appeal to pro- 
spective purchasers or renters, these 
houses must either be rented or offered 
for sale at very low rates, or they have 
to be demolished. Where the loca- 
tion is satisfactory and the objection is 
directed at the dwelling, there is a pos- 
sibility of modernization. 


Modernization, while desirable from 
a utilitarian and esthetic standpoint, 
is often an unwise procedure. Many 
of the improvements now found in 
newly constructed dwellings can be in- 
corporated in older dwellings only at 
very high costs. Where houses were 
constructed before the need for gar- 
ages was realized, or where the sur- 
roundings of such dwellings do not 
provide for a yard or small garden, it 
is practically impossible for such de- 
fects to be remedied. In addition, 
improvements in older dwellings do 
not always increase the value of such 
structures sufficiently to justify such 
expenditures. Modernization, how- 
ever costly, may become necessary if 
the owner expects to find a purchaser 
or when such properties cannot find 
tenants in the absence of such im- 
provements. In many cases it may 
be less costly to demolish the dwelling 
and erect a modern house in its place. 

Secondly, a large number of these 
dwellings are rented rather than sold. 
In the past it has been the policy of 
trust companies, insurance companies, 
and individuals to invest money in 
residences and rent these properties to 
tenants. These organizations and in- 
stitutions still hold a large amount of 
this type of property, which they must 
continue to rent because of their in- 
ability to find purchasers for these 
dwellings. These owners have also 
been forced to take over many proper- 
ties upon which they held mortgages, 
when the owners defaulted in their 
payments. It has been difficult for 
these property holders to secure suffi- 
cient rents to meet the carrying 
charges on their properties, and it has 
been even more difficult to pay for the 
repairs and renovating which have 
been necessary to keep these dwellings 
occupied even at low. rentals. The 
problems of these owners are now fur- 
ther complicated by the greater ease 
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with which a consumer can buy a new 
and modern dwelling. 


MARKETING PROBLEMS or OLD 
Hovsine 


It is much more difficult for the 
agent or purchaser to determine ac- 
curately the true condition of an old 
house. In the absence of a survey by 
a technical expert, the purchaser is 
taking a chance when he buys such 
property, and he expects the price to 
be lower on that account. In addi- 
tion, a large number of older dwellings 
need a considerable amount of repair 
work to make them livable, and the 
buyer is therefore unable to make as 
large cash down payments as he could 
for a new dwelling, where little main- 
tenance would be required for the first 
few years of occupancy. The sale of 
such houses is further complicated by 
the refusal of many owners to‘ reduce 
their prices sufficiently to meet a fair 
offer by the buyer. Finally, itis much 
more difficult to finance an old dwell- 
ing than a new one, especially those in 
declining neighborhocds, and it often 
happens that the cash requirements of 
the owner are much greater than the 
prospective purchaser can afford to 


pay. 


Tue RELATION oF THE REAL ESTATE 
Acunt to Ory Hovsine 


The real estate agent serves the 
owner of old dwellings in two ways. 
First, he endeavors to secure tenants 
for houses to be rented, collects the 
monthly payments, and frequently 
takes complete charge of the upkeep 
of the properties. Second, he endeav- 
ors to find buyers for dwellings offered 
for sale. 

The commissions (21% per cent) re- 
ceived by the real estate agent on 
rental payments are a very important 
portion of his receipts. They are usu- 
ally sufficient to pay a substantial 


part of his operating expenses. Any 
profits which he may receive must nec- 
essarily come from commissions on the 
sales which he is able to make. 

The rate of commission received by 
the agent for rentals is much lower 
than that for the sale of houses. He 
therefore is inclined to pay less atten- 
tion to prospective renters than to 
prospective buyers. In so doing, he 
not only loses a considerable amount 
of rental rewenue for himself and his 
principal, but he also may lose good 
prospects for the purchase of homes on 
his list. 

In the sale of old properties, the real 
estate agent does not usually serve the 
interests of the owner so well as he 
does in the case of new properties. 
Prices are even less standardized for 
old dwellings than they are for new 
homes. The agent is anxious for 
sales. He would rather collect a 
lower commission on a particular 
property than lose the sale entirely. 
He therefore is inclined to urge the 
owner to reduce his price, without 
giving proper consideration to the real 
value of the particular property in 
question. A great many of the diffi- 
culties involved in the sale of old 
housing might be remedied by the es- 
tablishment of fair values for such 
property and by eliminating the tre- 
mendous amount of bargaining be- 


, tween buyer and seller relative to 


prices, terms, and similar items. 


SUMMARY AND CONCLUSIONS 


The present methods by which new 
housing is supplied to the American 
consumer are not satisfactory either 
to the purchaser or to the builder. 
This situation is due in part to the fail- 
ure of those in the home building field 
to consider properly the requirements 
of prospective home buyers. The ap- 
plication of sound merchandising prin- 
ciples should prove of assistance in the 
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adaptation of such housing to con- 
sumer demand. 


The small-scale character of housing ` 


construction and the peculiar charac- 
teristics of a house as a product make 
the housing industry less susceptible 
of the application of merchandising 
than other consumption goods indus- 
tries. We are living in a mass pro- 
duction age, and it would appear that 
mass production might possibly be ap- 
plied to housing. Twoe alternatives 
are suggested: 

1. The concentration of construc- 
tion in the hands of fewer builders and 
the control of the operations of such 
builders through strict zoning restric- 
tions and other regulatory methods. 

2. The development of the prefabri- 
cated house. This type of home is 
still in its infancy, and it is impossible 
to draw final conclusions as to its prac- 
ticability. Experimentation in this 
field is very expensive, and even if the 
price of such dwellings could be 
brought within the range of large por- 
tions of our population, the promoters 


of such structures are faced with the 
problem of educating people to a lim- 
ited number of styles in houses, as is 
true in the case of automobiles; of se- 
curing the codperation of the building 
industry in the erection of such dwell- 
ings; and of providing some basis for 
the more rapid replacement of old 


. dwellings so that a sufficient demand 


could be created to make mass pro- 
duction of houses possible. 

The modern consumer desires vari- 
ety. Applied to housing, this means 
new types of houses and newer and 
more attractive surroundings. This 
characteristic of the market suggests 
the desirability of more rapid replace- 
ment of existing dwelling units, in 
order that consumers may have the ad- 
vantage of any current improvement 
in construction techniques. Such a- 
suggestion necessarily implies the de- 
velopment of a more flexible organi- 
gation of the building industry, by 
which it can adjust itself more easily 
to new construction techniques and 
changes in consumer demand. 


Richard R. Mead, Ph.D., is instructor in the Mar- 
keting Department, Wharton School of Finance and 
Commerce, University of Pennsylvania, Philadel- 
phia. He specializes in the field of advertising and 
market research. He has published a study entitled 
“An Analysis of the Decline of the Anthracite In- 


dustry Since 1921” (1935). 


Developments in Home Financing 


By Davip L. WICKENS 


OUSING finance in the United 
States, like all other phases of 

real estate activity, has grown largely 
from results of individual effort, undis- 
ciplined and uncodrdinated. The re- 
sult has been an unstandardized set of 
loan and credit conditions which have 
varied widely from city to city. The 
first steps toward codrdination in 
urban residential finance have been 
taken during the past few years, but 
they have only begun to alter the con- 
ditions which were long in developing. 


CHANGES IN LENDING CONDITIONS 


National growth has been the most 
important underlying nation-wide in- 
fluence, both on construction and its 
financing. A century ago, when most 
of America’s populetion lived on 
farms, financing was almost solely an 
individual matter, arranged by the 
owners. With the appearance of in- 
creased numbers of towns and cities, 
real estate for dwelling purposes alone, 
as distinct from farming or other in- 
dustrial purposes, attained larger pro- 


portions, and the technique of regular - 


mortgage financing began to be devel- 
oped by a variety of financial institu- 
tions, as well as by individuals invest- 
ing their own funds. As the cities 
grew in size and the number and vari- 
ety of buildings increased, special 
financing arrangements developed to 
handle the more specialized types of 
property. In more recent years, and 
especially since 1900, the type of struc- 
ture has had an important influence on 
the nature of financing required. The 
construction of large apartment build- 
ings and hotels which developed rap- 
idly following the World War, for ex- 
ample, brought bond financing into 
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wide use as a means for raising large 
amounts of capital and for dividing 
the investment into small and more 
salable units. 

Throughout the nineteenth century 
and into the twentieth century, indi- 
vidual lendegs have been the largest 
single source of real estate financing, 
both for farm and city residential 
properties. Next to individuals, com- 
mercial banks have been the most 
common source of money for construc- 
tion. In the real estate booms which 
marked westward expansion and the 
development of special areas, the 
banks were important sources of 
funds, and there was an ensuing suc- 
cession of bank failures as the local 
institutions found themselves loaded 
with frozen real estate assets. For 
this reason the history of bank regula- 
tion is filled with attempts to prevent 
overinvestment in real property secu- 
rity. Nevertheless, the building boom 
of the 1920’s brought with it, in vari- 
ous forms, a considerable volume of 
real estate financing by banks and 
their affiliates. In rural districts the 
agricultural depression following 1920 
reduced both the number of banks and 
their holdings of farm mortgages; in 
the cities, however, banks continued 
to be an important source of mortgage 
credit until the depression. These 
real estate holdings were a contribut- 
ing factor to many bank failures dur- 
ing the depression; with the bank fail- 
ures, however, the aggregate volume 
of mortgages held by commercial 
banks declined. 

Savings banks in certain areas have 
also been Important in residential 
financing. Since their deposits are 
not subject to withdrawal on demand 


76 THE ANNALS oF THE AMERICAN ACADEMY 


in such large amounts as are those of 
commercial banks, except under un- 
usual circumstances such as those at- 
tending the banking crisis of the early 
1930’s, they can more readily invest in 
mortgages and other long-term loans. 

Although life insurance companies 


have been of leading importance in the- 


mortgage field for a long period of 
time, the preference of these institu- 
tions has been for larger properties, 
carrying larger loans. Typically their 
urban loans have included a large pro- 
portion secured by apartments, hotels, 
and nonresidential structures, particu- 
Jarly office buildings. 

Building and loan associations have 
had a steady growth for a century, 
confining their efforts almost solely to 
city property. They were most nu- 
merous and most active in American 
cities in the 1920’s. Difficulties fol- 
lowing the sharp decline of urban 
building activity in the late 1920’s and 
the decline of values in the depression 
in the early 1930’s have been accom- 
panied by many failures or reorgani- 
zations of smaller associations, with a 
consequent reduction in their numbers 
and a change in their relative position 
in the field of home finance. 

At the beginning of 1934, when resi- 
dential construction had practically 
ceased and the depression had strained 
the financial resources of both home 
owners and lending agencies, the out- 
standing mortgages on 91,000 homes 
in 61 representative cities were dis- 
tributed among the several leading 
sources as shown in Table I. 
` As the financial distress of both 
home owners and financing agencies 
became more acute during the depres- 
sion, the Federal Government finally 
entered this field of credit directly for 
the first time in 1932 when the Home 
Owners Loan Corporation was created 
in response to demands for the relief 
of heavily indebted properties. With 


TABLE I—Distrisution or Morteace Loans, 
BY Sources, ÅLL Priorities, OWNED 
AND RENTED PROPERTIES, 61 
CITIES, JANUARY 1, 19341 





Per Cent of 

Total® 
Total all agencies............. 100.0 
Life insurance company....... 15.3 
Building and loan association... 14,2 
Commercial bank............. 16.0 
Public bond issue............. 0.1 
Savings bank..............4. 12.0 
Mortgage company........... 7.4 
Construction company........ 0.5 
Title and trust company...... 3.0 
Home Owners Loan Corporation 2.9 
dudividual... secors dinuecdeede 24.1 
Aa PE eee nee 4.5 


2 Unweighted average; 90,506 loans, totaling 
$238,002,900. 


TABLE II—Sources or Loans OUTSTANDING, 
JANUARY 1, 1934, AND OF NEW 
Loans MADE IN 1933 


First Mortgages on Owner-occupied 
Properties, Nine Cities ? 


Loans New Loans 
Outstanding} Made in 
1934 1933 
Per Cent | Per Cent 

Total all agencies...| - 100.0 100.0 
Life insurance com- 

ONY ss. ca ous Rese 22.5 16.6 
Building and loan as- 

sociation......... 7.2 6.0 

Commercial bank... 9.1 9.1 

Public bond issue... 0.1 Soe 

Savings bank....... 15.8 8.2 

Mortgage company. . 13.5 15.1 
Construction com- 

Dany orninan Ehi 0.2 0.3 
Title and trust com- 

PADY oerein iiie 2.9 2.8 
Home Owners Loan 

Corporation...... 2.7 15.1 

Individual......... 22.0 22.6 

Other. .............- 4.0 4,2 


1Source: D. L. Wickens, Financial Survey of 
Urban Housing, Bureau of Foreign and Domes- 
tic Commerce, U. S. Department of Commerce. 
2 Source: David L. Wickens, op. cù. 
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loans of liberal proportion in relation 
to values in 1932-1984 and with an 
interest rate lower than that to be ob- 
tained from regular commercial in- 
stitutions, it became the largest 
institutional holder of loans on urban 
mortgages. Thus, a table of the dis- 
tribution of home mortgages, similar 
to Table II, as of January 1, 1937, prob- 
ably would show the Corporation out- 
numbering all other institutional hold- 
ers. In 1984, the Federal Housing 
Administration, the second Federal 
agency in the field, was formed to in- 
sure mortgages held by approved 
financial agencies provided that cer- 
tain requirements were met regarding 
the property and the terms of the 
loan. Late in 1985 it began to insure 
home mortgages on a considerable 
scale. 

The developments in financing prac- 
tice over the long period since institu- 
tional lending became important have 
found expression in a great variety of 
variations in the terms of the loan, 
such as modifications of the interest 
rate; the financing charges; the length 
of the term; the use of amortization or 
other prepayments of principal; the 
frequency of payment; the proportion 
of the value represented by the loan; 
the distribution of credit as between 
first and second mortgages and other 
liens; the use of land contracts, or the 
retention of title pending fulfillment of 
conditions of the loan. All these, 
singly or in varied combinations, have 
been used to effect changes in lending 
practice. 

The trend in loan terms in recent 
years has been toward lower interest 
rate, large loans in relation to value, 
longer terms to maturity, increased 
use of gradual payment of principal 
through amortization arrangements, 
and consolidation of first and second 
mortgages. ‘The decline in individual 
cash resources during the depression 


years called for larger proportions of 
credit than previously in order that 
building activity might proceed, and 
at the same time emphasized the need 
for long-term loans and amortization 
provisions because borrowers in great 
numbers had proved unable to meet 
payments of loans which came due 
within short periods of time. Devel- 
opments affecting the cost of credit 
have extended toall elements in financ- 
ing chargesw-the primary cost of 
money, the risk of loss on the property 
or the loan, and the financing charges 
to cover handling costs. 

The changes in financial practice 
have been different for different parts 
of the country, however. For ex- 
ample, the Middle Atlantic region had 
78 per cent of its loans with straight 
terms and 16 per cent with amortiza- 
tion, whereas the East North Central 
area had 24 per cent in straight loans 
and 42 per cent with amortization pro- 
visions. 

One of the most noteworthy devel- 
opments of home finance has been the 
increase in the proportions of credit to 
the value of the security. From a 
general level of 50 per cent, or perhaps 
60 per cent, of the sale value of the 
property advanced in the form of 
credit at the time of the transaction in 
the years up to 1932, much of the lend- 
ing field has now moved up to the 
ratios of 65 to 80 per cent of value. 
One result of enabling purchasers or 
builders to acquire ownership with a 
much smaller down payment than for- 
merly has been the expansion of the 
potential market. The number of 
buyers whose resources permit them 
to advance 20 or 25 per cent of the 
value of a property is vastly greater 
than the number prepared to pay 40 
or 50 per cent of such value. This in- 
crease in demand enlarges the market 
both as to number of homes and with 
respect to the size and value of homes 
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which can be purchased with a given 
amount of cash. 


Changes in interest rates 


The appearance of markedly lower 
interest rates on mortgage loans in the 
years since 1934 is the most extensive 
change in mortgage financing costs 
that has been experienced in this 
country. Reductions of from 1 per 
cent to 2 per cent have been common 
in both commercial and Federal rates; 
individual lenders also have found the 
market rate definitely lower. This 
downward movement in rates on 
housing credit has been in part a re- 
flection of the general money market 
situation in which rates on all types of 
loans and on open market paper, 
bonds, and high-grade securities of all 
kinds have declined to record low lev- 
els, as a result of large supplies of 
funds for investment. Another fac- 
tor has been the lower rates charged 
by Federal agencies. 

The availability of funds at lower 
rates has had the effect of enabling 
persons with smaller incomes to carry 
larger amounts of indebtedness and to 
purchase properties requiring larger 
considerations. If formerly a family 
paying 6 per cent interest had the ca- 
pacity to pay $180 per year in meeting 
the interest charges on a $3,000 loan, 
a change to a rate of 414 per cent will 
enable it to carry a loan of $4,000. 
Unless or until the value of the prop- 
erty is increased to allow for the lower 
capitalization rate represented by the 
new rate of interest, the borrower’s in- 
come will go farther than formerly to- 
ward meeting the carrying charges on 
a home, or in paying for a home of 
greater value. 

A leveling tendency among interest 
rates charged in different parts of the 
country appears to be in prospect, 
partly as a result of the extension 
of the activities of Federal agencies 


which have uniform rates for all their 
loans. The Home Owners Loan Cor- 
poration has a uniform rate of 5 per 
cent. The Federal Housing Adminis- 
tration requires a uniform rate on all 
loans insured. The diversity of rates 
which has existed heretofore as be- 
tween different parts of the country in 
which different agencies operated and 
where different lending risks obtained 
is illustrated by Table III showing av- 
erage rates on outstanding loans as of 
January 1, 1934. 


Changes produced by depression 


Some of the features of home financ- 
ing which have appeared since 1930 
are not new developments, but are 
rather those changes which are char- 
acteristic of the depression and early 
recovery periods of the business cycle. 
The growth in importance of land con- 
tracts, purchase of properties on small 
down payments with the use of large 
purchase money mortgages, and the 
demand for large loans in relation to 
value are all accompaniments of de- 
pression conditions which have left 
many families with limited resources 
for purposes of home financing. 

While property values are at low 
levels, these convenient adjustments 
in terms may be used with safety. 
There is more danger in their use for 
an indefinite period which may in- 
clude a return to high price levels and 
high real estate values. The reason 
for caution is greatest with respect to 
those terms which are determined by 
legislation and which are fixed re- 
gardless of the trend of subsequent 
economic developments. The field of 
home finance holds particular danger 
because of the local character of each 
residential development, and the ab- 
sence of any effective means of con- 
trolling real estate booms, once they 
are under way. 

Along with the developments noted 
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in the technique of finance, some fea- 


EOOR EM tures of financing have fallen into dis- 
REER- use since the depression. Second 
mortgage financing firms have prac- 
tically disappeared from the field of 
onespe lending operations, and the institution 
EEE of the second mortgage itself has þe- 
come much less important as the re- 
sult of the extension of lending limits 
OP a in relation to value by important 
a z agencies and the combination in one 
instrument ef loans equivalent in 
amount to a first and a second lien. 
a a This simplification is a desirable de- 
S CAR velopment, both for its convenience 
and for its economy. The practice of 
selling bonds secured by large proper- 
ties or by groups of properties has 
MHS oo a . . ° . 
EE-E- EE been practically discontinued in some 
ai i oe important centers, largely because of 
the bad records of many issues which 
were brought out in the 1920’s. The 
ae SS advantage of dividing a single loan 
O t t- into many small shares evidenced by 
certificates within the reach of small 
investors was offset by the disadvan- 
MORES tage of lack of identity of the security 
SOSrNS underlying the investor’s certificate. 
Guaranteed mortgages have also 
practically disappeared following the 
gegee widespread losses which attended 
O OSNNN tĦe issuance and general default of 
this class of obligations in the early 
1930's. 
EAP Ass A survey and appraisal of these de- 
EPRA velopments requires that considera- 
tion be given also to the factors un- 
derlying real estate loans. Housing 
omoune | credit is a capital advance secured by 
canna | & real estate value principally in the 
ș form ofa building. The loan must be 
Soe |e made with allowance for depreciation, 
ee ae obsolescence, and risk of loss. Recent 
‘gO : tai |, financing developments have moved in 
Zg aa A the direction of Jower interest rates, 
: 4985'S g | g increased proportions of credit in 
SRB cHOh!] > : : 
ghia og % | B the transaction, and reduced capital 
EE § 37g 9 Z requirements for the purchaser or 
AETA builder. This movement toward lib- 
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eralization of credit has proceeded 
by legal permit, by commercial prac- 
tice, by guarantee, and by insurance. 
These changes represent in part only 
a correction of long existing faults in 
the loan system. There still remain, 
however, the fundamental limitations 
on all mortgage credit, the uncertainty 
of the outcome of the loan if the bor- 
rower should not be able to meet the 
required payments and the value of 
the mortgaged property should de- 
cline, and the consequences for the en- 
tire financial structure if this situation 
should reach large proportions. In 
times of prosperity comparatively few 
properties give rise to this question. 
In times of depression it has always 
become general. 

The movement toward liberaliza- 
tion of credit has taken place in re- 
sponse to borrowers’ needs. The 
problem of adapting financial institu- 
tions to care for the added responsi- 
bilities which accompany the expan- 
sion of credit and the carrying of loans 
of higher risk ratios has so far received 
less attention. 


Tue INSTITUTIONAL PROBLEM 


The question largely remains as to 
what lending practice is both effective 
in aiding borrowers and adequate 
for withstanding major depressions. 
Probably the principal problem in the 
further development of institutions 
engaged in home financing is the de- 
termination of their capacity to per- 
form this function adequately and 
with safety in view of the source and 
the cost of their funds, and the char- 
acter of and charges for their real 
estate loans. Legal limitations pre- 
scribe the principal conditions under 
which the particular class of institu- 
tions may operate. Both state and 
national laws may apply according to 
the nature of the particular agency. 
Life insurance companies, building 


and loan associations, commercial and 
savings banks, and Federal institu- 
tions are subject to a variety of regu- 
lations with respect to loans in relation 
to reserves, shares of stock, and depos- 
its, or in relation to capital, according 
to the type of institution and the 
jurisdiction in which it is located. The 
experience of the early 1930’s demon- 
strated that the sum of these regula- 
tions as they had developed up to the 
time of that depression were totally 
unequal to providing safety either for 
borrowers, for investors, or for the 
financing institutions. 

These developments were mainly 
those contained in the rules and the 
lending practices of given financial in- 
stitutions. It is much more difficult 
to influence the character of financing 
arrangements made by individuals. 
This class of loans at all times consti- 
tutes nearly one third of the country’s 
total. Aside from certain broad lim- 
itations contained in state laws, such 
as the restriction on the interest rate, 
loan transactions between one individ- 
ual and another have undergone com- 
paratively limited change in terms. 
This fact is important for the further 
reason that activity in mortgage 
financing during the early part of a 
business revival consists in large part 
of that created by transactions be- 
tween individuals. It is only at a 
later date that such mortgage con- 
tracts are taken over by ‘established 
institutions. 

The relative importance of various 
classes of home financing agencies in 
the United States heretofore has often 
been influenced by chance growth 
rather than by functional adaptation 
to the particular kind of lending oper- 
ations to be performed. In various 
cities special types of institutions have 
long held a leading place in the urban 
mortgage field, while in other cities 
other classes of institutions are found 
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most important, as illustrated by Ta- 
ble IV, which shows the leading lend- 
ing agencies in January 1934 in ten 
different American cities. These dif- 
ferences raise the question as to 
whether a more careful adaptation. to 
functional capacities may not be nec- 
essary before institutions become 
most effective in handling urban mort- 
gage credit. 

A suggestion of the kind of shifts 
which may ocgur in the lending activ- 
ity of institutions in a period of depres- 
sion is shown by a comparison of the 
distribution of the total outstanding 
loans held by various: agencies as re- 
ported for January 1, 1934 with a dis- 
tribution of the new loans and renew- 
als made by the same agencies in 1933. 
Though allowance must be. made for 
the unusual conditions then, prevail- 
ing and for the operations of the Home 
Owners Loan Corporation, the com- 
parison shows some sources relatively 
less active, while others had become 
more important. 


The main problem 


Throughout the development that 
has taken place in financing residential 
property, the main problem has not 
changed in nature, namely, how to 
employ credit effectively and safely 
for deferring payment on real estate 
property which consists largely of a 
deteriorable consumption good. The 
nature of assets represented by houses 
and their sites is such that they can 
provide the means of paying for their 
value only through many years of use. 
Unless the mortgage holder is assured 


of payment from some other source if 


the payments fail, the property must 
be taken, and if the obligation is to be 
paid the property must be sold. Thus, 
in final analysis; home finance is de- 
pendent for its soundness upon the 
market value for real estate and upon 
current income. The price levels of 
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1329 are still sufficiently clearin mem- 
ory to raise the question in the minds 
pt many people as to what would have 
been the consequences if loams earry- 
ing high ratios of debt to srcperty 
value had been generally in force at 
taat time. 

We are now entering upon a period 
of increasing building activity in which 
the volume of building and the terms 
of its financing are of great importance 
koth to the general public aad to 
financing institutions. The tenden- 
cles represented by the forces of ex- 
pansion as influenced by new develop- 
ments in financing are unmbBtakable. 
In the past the wide swings o? residen- 
tial building construction and tke vol- 
ume of financing based upor residen- 
tial property have been amorg the 
outstanding features of American 
business cycles. These fluctuations 
in the past have occurred urde= more 
conservative lending limitat ons both 
with regard to amounts of credit avail- 
able and with regard to rates of inter- 
est charged. The present situation 
requires that the communities should 


be fully aware of the developments 
possible under arrangements whereby 
we have not only active demand for 
housing, which stimulated activity in 
the past, but also the very important 
new factors of cheap and abundant 
credit which have been described. 

Future developments in homé 
finance should include efforts to pro- 
tect the borrower against those un- 
foreseen imterruptions or declines in 
income which in the past have im- 
periled home ownership. More at- 
tention is also needed to the problem 
of protecting the investor and lender 
against the contracted income and loss 
in value -which accompany default 
and recrganizations. Much additional 
progress is needed in the continuing 
problem of assuring quality in the lo- 
cation and the physical construction 
of properties which are to constitute 
the basis for credit arrangements. 
Major emphasis is needed on analyz- 
ing the capacity and the adaptability. 
of inst-tutions in relation to the nature 
and character of mortgage financing 
which they undertake. 


Dawid L. Wsekens is director of the Project on 
Real Estate Fmancing and Economic Stability, for 
the National Bureau of Economic Research, Inc., 
and special ad=iser to the Director of the Resettle- 
ment Administration, on Finance and Credit, Wash- 
ington, D.C. He served as agrizultural economist 
in finance, Burzar of Agricultura: Economics, U.S. 
Department o Agriculture—wita the exception of . 


certain intervcls—from 1926 to 1936. 


During this 


period, Mr. Wzckens assisted several. other govern- 
mental organizations in financial studies. He is au- 
thor of several works dealing with farm credit, and of 
“Financial Surves of Urban Housing” (1937). 


Urban Housing Activities of the Federal Government 


By Davin T. ROWLANDS 


OSITIVE action by the Federal 

Government in recent years has 
focused attention on the problems of 
supplying more, better, and cheaper 
housing. Since the advent of the 
New Deal the air has been charged 
with advocacy and counter-advocacy 
of pet schemes and special-interest 
programs to supply the Nation with 
better housing conditions. Many 
have looked to the public treasury as 
the mythical Bellerophon looked to 
Pegasus to wing their pet causes to an 
accomplished fact. In the Govern- 
ment was the font of funds by which 
America could be remade overnight! 
Others have looked upon the Govern- 
ment as an ogre which would reach 
out its claws and encompass the func- 
tions of private enterprise. 

Conflicts of opinion over the func- 
tion which should be assumed by Gov- 
errment in housing have been sharp. 
Reconciliation of divergent points of 
view haye seemed impossible. Cata- 
pulted into action as we were because 
the reémployment of men was of 
pressing concern, and without the ad- 
vantage of much previous thinking 
about the problems of supplying hous- 
ing by governmental agencies, it is not 
surprising that we grasped at expedi- 
ents which appeared readily available. 

Amid the confusion of the housing 
controversies of the past few years, 
over-emphasis has been characteristic 
of the proponents of divergent schools 
of thought. This is easily under- 
standable when one considers that the 
pressure of emergency made housing 
primarily a potential vehicle for in- 
creasing employment of men. Hous- 
ing was only a means to an end and 
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not an end in itself. Until it could 
gain consideration as an end in its own 
right, it was too much to expect the 
Government to develop a long-range 
program. 
Under the stress of the emergency 
period, opportiinism was the rule. In 
the field of housing this opportunism 
led to the assumption by multiple gov- 
ernmental agencies of the functions of 
supplying and promoting new con- 
struction of dwellings. The numer- 
ous press releases of these agencies 
conveyed to the public the impression 
that the Government was becoming a 
major producer of housing. In view 
of its activities, therefore, any anal- 
ysis of the housing resources of the 
country must take account of Govern- 
ment as a supplier of new housing. 


GOVERNMENT AGENCIES FOR 
HOUSING 


With the negligible exception of the 
United States Housing Corporation, 
organized in 1917, the Federal Gov- 
ernment refrained from direct activity 
in housing prior to the depression. 
State government was no more active, 
for, with the exception of the New 
York State Board of Housing created 
in 1926, no state developed any pro- 
gram for improving housing condi- 
tions, unless the work of the Massa- 
chusetts Homestead Commission, the 
Milwaukee Housing Commission, and 
the California Land Settlement Board 
be considered as such. 

The first time concern by the Fed- 
eral Government over the problem of 
supplying better housing conditions 
was evidenced was in 1931, when the 
much publicized effort of the Presi- 
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dent’s Conference on Home Building 
and Home Ownership yielded little but 
an extended volume of reports. The 
first significant attack 1 by the Fed- 
eral Government on any important 
phase of the housing problem came in 
1932 with the creation of the Federal 
Home Loan Banking System. In the 
same year the Emergency Relief and 
Construction Act permitted the Re- 
constřuction Finance Corporation to 
make loans to construct, reconstruct, 
alter, or repair, under public regula- 
tion or control, low-cost housing, and 
effect slum clearance. In 1933 the 
Home Owners Loan Corporation, the 
Tennessee Valley Authority, and the 
Housing Division of the Federal 
Emergency Adminstration of Public 
Works were created. Early in 1934 
one of the outstanding services of the 
Federal Government was given when 
the Department of Commerce con- 
ducted its survey of housing condi- 
tions in the so-called Real Property 
Inventory. The Federal Housing 
Administration was set up in 1934. 
The Works Progress Administration 
and the Suburban Resettlement Di- 
vision of the Resettlement Adminis- 
tration were organized in 1935. If 
the Wagner-Ellenbogen bill shad 
passed the House of Representatives 
in 1936, it would have created another 
agency, the United States Housing 
Authority. 


ACTIVITIES OF HOUSING AGENCIES 


Of these agencies? the Housing Di- 
vision of the Public Works Adminis- 


1 A previous noteworthy work of the Govern- 
ment was the activity of the Department of 
Commerce in promoting zoning and city plan- 
ning. 

* Basic data for developing the description of 
the activities of housing agencies of the Federal 
Government have been obtained from “Activi- 
ties and Organization of Federal Agencies Con- 
cerned with Housing,” published by the Central 
Housing Committee, 1936. 


tration, the Works Progress Adminis- 
tration, Suburban Resettlement, and 
the Tennessee Valley Authority de- 
vote their housing activities to the 
construction of new housing. The 
Housing Division of the PWA seeks to 
clean out urban slums, build and oper- 
ate multiple-dwelling low-rent hous- 
ing, and supervise operations of 
limited dividend corporations. The 
PWA develops work-relief projects by 
which buildings are demolished in 
anticipation of new construction. 
The Suburban Resettlement Division 
of the Resettlement Administration 
plans projects for low-cost housing 
communities in suburban areas adja- 
cent to industrial centers. The TVA 
has developed temporary housing 
which it holds for rent to workers and 
their families. 

The Home Owners Loan Corpora- 
tion was creatéd to refinance existing 
mortgage debt on residential proper- 
ties where the mortgagors were in dis- 
tress. Intended as an emergency in- 
stitution, loans were restricted by the 
Corporation to home owners who were 
in involuntary default on June 13, 
1933 or whose default at a later date 
was due to circumstances beyond their 
control. The Secretary of the Treas- 
ury purchased $200,000,000 of its cap- 
ital stock. 

The Reconstruction Finance Cor- 
poration, the Federal Housing Admin- 
istration, and the Federal Home Loan 
Banking System engaged in making 
loans for both refinancing and con- 
struction. The RFC made a loan to 
finance the construction of Knicker- 
bocker Village in New York City, but 
more recently has agreed to purchase 
FHA mortgages on new construction, 
and the FHA has set up an arrange- 
ment whereby loans made by private 
agencies and acceptable to it will be 
insured. Loans insured by it may be 
for modernization of dwellings, financ- 
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ing of new construction, refinancing of 
existing debt, or financing of low-cost 
housing. According to the FHA’s in- 
terpretation of its powers and respon- 
sibilities, it has a mandate to aid and 
encourage private capital investments 
in the home mortgage field, secure a 
more uniform flow and a wider distri- 
bution of home mortgage funds and a 
lower and more uniform interest rate 
on home mortgage funds, improve 
. mortgage lending practices, raise 
building standards, protect owners 
of small houses, encourage the cre- 
ation of private limited dividend 
companies to finance housing devel- 
opments for persons of low income, 
and develop essential statistical and 
economic data on real estate financ- 
ing and housing.’ 

The Federal Home Loan Banking 
System is a central reserve system 
of mortgage lending institutions. It 
makes loans to home financing insti- 
tutions which are members of the sys- 
tem. At present, building and loan 
associations comprise almost its en- 
tire membership. Funds advanced 
are used by the member institutions 
to finance the purchase of existing 
property and to provide funds for new 
construction and modernization of 
residential properties. One of the im- 
portant activities of the Home Loan 
Banking System is its sponsorship of 
Federal savings and loan associations. 
Through purchases of shares in such 
associations by the Home Owners 
Loan Corporation and the United 
States Treasury, the organization of 
these institutions has been promoted. 

Thus, speaking broadly, the hous- 
ing activities of PWA, WPA, Sub- 
urban Resettlement Division of the 
Resettlement Administration, and 
TVA rely primarily on public funds 
for creating and directing public hous- 
ing. On the other hand, those agen- 

*Second Annual Report, FHA, pp. 1-2. 


cies devoting themselves to lending 
money for new construction and refi- 
nancing are using governmental funds 
directly primarily to promote the cre- 
ation of additional housing facilities 
by private capital. They are chiefly 
concerned with strengthening the 
mortgage structure of the country. 
Consequently, with the exception of 
the activity of the FHA in insuring 
first mortgages on low-cost housing 
projects which ¢t regulates as to rents, 
charges, capital stock, rate of return, 
and methods of operation, none of this 
latter group is concerned with the con- 
struction of “low-cost” housing for the 
lowest income groups. 


STRUCTURE AND RELATIONSHIPS 
or AGENCIES 


This distinction can be graphically 
presented. In the accompanying dia- 
gram an attempt is made to show the 
structure of and the relationships that 
exist between the agencies set up by 
the Government to develop our sup- 
ply of urban housing. 

This arrangement of these agencies 
is striking in several respects. The 
number of agencies independently ad- 
ministered concerned with either new 
low-cost construction or “other” hous- 
ing suggests much possibility for the 
duplication of facilities. The inter- 
esting superstructure of coérdinating 
and advisory planning agencies is al- 
most sufficient commentary on the 
difficulties of developing housing pol- 
icy through the heterogeneity of ad- 
ministrative agencies now in exist- 
ence. The emergency, character of 
many of the agencies perforce places 
the administrative pattern of the 
housing program of the Federal Gov- 
ernment in a state of flux. 

One may properly question the fea- 
sibility of developing a consistent 
housing program when so many ad- 
ministrative agencies are involved. 
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It is encouraging, however, to note 
that some constructive efforts have al- 
ready been made to grapple with the 
problem of codrdinating these agen- 
cies and perhaps bring about an ulti- 
mate realignment. On August 29, 
1935, President Roosevelt authorized 
the establishment of the Central 
Housing Committee,® an agency with- 
out organization or administrative 
powers, to devise means of coérdinat- 
ing the policies and procedures of the 
principal Federal agencies concerned 
with housing. The Committee con- 
sists of the executives and alternates 
of the Treasury, Farm Credit Admin- 
istration, Federal Home Loan Bank 
Board, Federal Housing Administra- 
tion, National Emergency Council, 
Public Works Administration, RFC 
Mortgage Company, and the Reset- 
tlement Administration. This Com- 
mittee functions largely through 
eight sub-committees with member- 
ship drawn from the above named 
agencies and the Department of Jus- 
tice, the Federal Reserve Board, the 
Central Statistical Board, and the De- 
partment of Commerce. 

A more recent attempt to provide 
the basis for a reorganization of the 
administrative structure of some of 
the agencies was made last spring. If 
the Wagner-Ellenbogen bill had been 
enacted into law it would have em- 
powered the President to gather under 
one roof the scattered crganizations 
now authorized to engage in low-rent 
housing. By Section 4, Subsection 
(d), authority would have been 
given to the President to transfer at 
any time to the United States Hous- 
ing Authority, which was to be cre- 
ated by the proposed legislation, any 
bureau or any division of the Federal 


8 For a detailed account of this committee see 
Horace W. Peaslee and Don K. Price, “The 
Central Housing Committee,” Housing Officials 
Year Book, 1936, pp. 34-43. 


Government engaged in low-rent 
housing or slum clearance. 


Tue WAGNER-ELLENBOGEN BILL 


By the terms of the Wagner-Ellen- 
bogen bill € the United States Housing 
Authority would become a permanent 
addition to the existing Federal gov- 
ernmental structure. Under it, the 
Authority’s primary duty would be to 
assist local “public housing” agencies 
in developing, directing, acquiring, or 
administering any low-rent projects 
sponsored by them. The manage- 
ment of the Authority would be 
vested in a board of three directors ap- 
pointed by the President. One of the 
original directors would serve for a 
term of one year, one for a term of two 
years, and one for a term of three 
years. Their successors would serve 
for three years each. Annually one 
of the members would be designated 
by the President as the executive and 
administrative officer of the board. 
Salaries of members of the board 
would be $10,000. 

The Authority would be authorized 
to make grants and loans to pub- 
lic housing agencies.” The value of 
grants made for any low-rent housing 
projéct could not exceed 45 per cent of 
its development or acquisition cost; 
and such grant could be paid, in whole 
or in part, in a lump sum. Any bal- 
ance of the total grant not so paid 
would be paid in the form of fixed and 
uniform annual contributions over a 
fixed period not exceeding sixty years. 

° (S 4424) as it was passed by the Senate. 
Adjournment of the Seventy-fourth Congress 
prevented action by the House of Representa- 
tives. The importance of the bill at present 
lies in the fact that newspaper accounts indi- 
cate some similar bill will be introduced in the 
present session of Congress. 

1 Defined as any state, county, city, or other 
governmental entity or public body which is 
authorized to engage in the development or 


administration of low-rent housing or slum 
clearance. 
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These annual contributions: would be 
equal to the amount of the annual 
payments which such balance’ would 
yield over the fixed period of years in 
annuity computed at the going Fed- 
eral rate of interest at the time the 
grant would be made. 

Where loans would be made to the 
public housing agencies they could not 
exceed the development or acquisition 
cost of the project less the total value 
(at the time when made) of such por- 
tion as had been paid on any grant. 
These loans would bear any interest 
rate deemed advisable by the Author- 
ity. The term of the loan could not 
exceed sixty years. 

The capital stock of the Authority 
would be $1,000,000, subscribed by the 
Treasury. Appropriations from the 
Treasury would be made for $10,000,- 
000 (including the capital stock sub- 
scription) for the fiscal year ending 
June 30, 1937. The Authority could 
issue notes and bonds up to the 
amount of $150,000,000 up to July 1 
1937, with like additional amounts for 
each of the years beginning July 1, 
1937 and July 1, 1938, respectively. 
These obligations would mature 
within sixty years from the date of 
issue and would bear interest fates 
not exceeding 4 per cent per annum. 
The price at which they could be sold 
would be prescribed by the Authority 
with the approval of the Peay of 
the Treasury. 


FreprraL Hovsine Pouicy 


The lines on which a Federal hous- 
ing policy may most wisely be devel- 
oped are by no means clearly defined. 
The testimony taken by the Commit- 
tee on Education and Labor of the 
United States Senate on the bill, as 
originally introduced, revealed‘a num- 
ber of sharp differences of opinion. 
This was to be expected, but the points 
of view expressed by the various par- 


ties testifying are interesting. Even 
when we discount the partisanship of 
parties interested, we find a rather 
general recognition of the desirability 
of some form of special treatment for 
low-income groups in the matter of 
housing. Aside from this fact, per- 
haps the most prominent characteris- 
tic of the testimony of the witnesses 
was their insistence on the need for a 
larger reservoir of funds for the Au- 
thority. Naturally, there was consid- 
erable difference of opinion as to the 
wisdom of specific forms of subsidy, as 
well as the effects of such a pro- 
gram on private initiative. A further 
point of interest was the stress fre- 
quently placed on the feature of the 
bill which would assign to local gov- 
ernmental agencies direct responsi- 
bility for their own housing problems, 
as well as on the rôles of private indus- 
try and government, respectively. 

If the lines on which a Federal policy 
may most wisely be developed are not 
sharply drawn, the direction which 
it seems to be taking is becoming 
increasingly apparent. There is a 
marked tendency to consider the prob- 
lem of safe and sanitary housing for 
the “low income” 8 groups as a prob- 
lem in its own right, separate and dis- 
tinct from that of supplying other ~ 
groups with satisfactory housing with- 
in their means. The most recent leg- 
islative proposals would divorce the 
two problems, administratively as well 
as substantively. The latter problem 
is rather generally admitted to be a 
function of private industry. Al- 
though direct participation by the 
Government in this problem is ob- 
jected to in many quarters, the Gov- 
ernment undoubtedly has an impor- 
tant obligation to improve the organi- 
gation of private industry in dealing 
with the problem. 

8 Unfortunately the term as generally used is 
vague. 
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That a well-defined long-range pol- 
icy is sorely needed cannot be gaim- 
said. Continuance of the existing 
heterogeneous group of egencies is not 
conducive to the development of such 
a policy. The results of experimenta- 
tion with many of these agencies are 
noè such as to warrant the conclusion 
that they are effective producers of 
housing. The quantity produced di- 
rectly is not impressive. The rental 
rates at which accommodations have 
been supplied are no more impressive. 


ACHIEVEMENT oF HovusING 
AGENCIES 


As producers of new housing, the 
agencies concerned with the produc- 
tion of low-cost housing have been dis- 
appointing to many people. They 
have produced little housing, and that 
at rents which could not be paid by 
the lowest income group of our popu- 
lation. To examine the record of 
achievement of the Housing Division 
of the Public Works Administration, 
let us quote: 


Now after three years of comprehensive 
activity it is well to consider the accom- 
plishments. They can be briefly stated. 
Seven limited dividend projects have been 
completed and are oceupied. Fifty Fed- 
eral projects in thirty-five cities of this 
country are in varying stages of construc- 
tion. . . . Legislation, both local and na- 
tional, has been enacted, or is now under 
consideration, which recogrizes the neces- 
sity for a long-term housing program.’ 


The Suburban Resettlement Divi- 
sion has been allocated $31,000,000 
for the construction of four projects. 
The TVA can be ignored. By Decem- 
ber 31, 1935 the low-cost housing divi- 
sion of the FHA had accepted for in- 
surance fifteen loans totaling $27,030,- 
234, the proceeds of which were to be 

? Housing Division, Federal Emergency Ad- 


ministration of Public Works, “Urban Hous- 
ing,” Bul, No. 2, p. 16. 


used in financing the construction of 
large-scale housing. 

In evaluating the achievements of 
these agencies we can be too harsh. 
The conditions under which their 
programs were launched should not be 
ignored. Their greatest significance 
lies not in the accretions they have 
made to the supply of housing, but in 
their demonstration of some of the 
limitations on the rôle which the Fed- 
eral Government can assume in pro- 
moting housing. As test tubes in 
which to analyze the problems of ob- 
taining low-rental housing, they have 
been valuable. In this connection 
the evolution of policy in the Housing 
Division of the PWA ?° is enlightening. 


Poricy or Hovusine DIVISION OF 
PWA 


On June 16, 1933, the National Re- 
covery Act created the Federal Emer- 
gency Administration of Public Works. 
The life of this agency was extended 
under the terms of the Emergency Re- 
lief Appropriation Act of 1935. Its 
administrative policy was left largely 
in the hands of the agency. In formu- 
lating its policy two distinct objectives 
were adopted. The first was to afford 
employment as quickly as possible by 
lending government funds to private 
agencies. The second was to demon- 
strate the possibilities of slum clear- 
ance and low-rent housing. The 
projects launched were to`receive a 
loan of 85 per cent of their estimated 
cost. These loans were to be amor- 
tized in thirty years, and carry an in- 
terest rate of 4 per cent. 

Initially, the Housing Division of 
the Public Works Administration 
sought to have limited dividend cor- 
porations initiate projects, lending its 
assistance through building loans. In 

°See ibid. for Division’s history, which has 


been useful in this description of its policy and 
recent legislation. 
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February 1934 the Division discon- 
tinued the policy. Since that time it 
has concentrated on initiation, financ- 
ing, and construction of projects under 
tts own responsibility. 

Adoption of this policy meant that 
the Housing Division was convinced 
that the only means of reaching low 
income groups was through publicly 
constructed, subsidized housing. Pre- 
liminary to applying this policy, Rob- 
ert D. Kahn, Director of Housing, 
made a survey of the country to deter- 
mine the housing needs of various 
cities. Land upon which to construct 
the projects was acquired by securing 
options from apparent owners by 
friendly agreement and then placing a 
blanket condemnation on the whole 
area to be acquired. Adverse deci- 


sions of the courts soon forced a shift. 


of emphasis from the clearance of 
slum sites to the construction of hous- 
ing units on vacant land. , 

On September 15, 1935, the Presi- 
dent ordered the program confined to 
projects which could be put into con- 
struction expeditiously. By July 1936 
the construction program was entirely 
under way. As projects neared com- 
pletion the Housing Division was 
forced to consider its policy of mamn- 
agement. It could either (1) lease to 
a legally constituted housing author- 
ity or (2) operate directly through 
the Federal Government. In defin- 
ing its management policies the Divi- 
sion announced its desire to relin- 
quish responsibility and control to 
local housing authorities as soon as 
they were qualified to act. 

The outstanding characteristics of 
the later stages of development of pol- 
icy in the Housing Division has been 
its recognition of the need for decen- 
tralized authority. Aware of the crit- 
icisms that have been directed against 
its policy of centralization, it has 
frankly admitted that eventually de- 


centralization is necessary and that 
the burden of initiation, maintenance, 
and partial financing should be placed 
on the community which stands to 
benefit. Harold L. Ickes, Adminis- 
trator of Public Works, at the hearings 
on the Wagner-Ellenbogen bill, ex- 
pressed the opinion, however, that such 
decentralization cannot be accom- 
plished immediately and that a transi- 
tional period will be necessary during 
which Federal construction of housing 
projects must continue in those com- 
munities not yet prepared to assume 
full responsibility. 

The influence of the experiences of 
the Housing Division of the PWA is 
clearly evident in the Wagner-Ellen- 
bogen bill. In describing the bill, its 
sponsor, Senator Robert F. Wagner of 
New, York, asserted that in due time 
decentralization of administrative re- 
sponsibility should be followed by de- 
centralization of financial responsi- 
bility. 

As a concomitant of the Federal 
Government’s action in public hous- 
ing, various state legislatures have 
been creating the machinery through 
which decentralization may operate. 
Asa result of the National Emergency 
Relief and Construction Act of 1932, 
fourteen states passed regulatory 
housing laws in 1932 and 1933," pro- 
viding for some form of tax exemption 
or the right of eminent domain. 

In the light of the proposals of the 
Wagner-Ellenbogen bill, it is note- 
worthy that by 1936 twenty states, 
Hawaii, and the District of Columbia 
had passed housing authority laws. 
Those doing so were: Alabama, Cali- 
fornia (for Los Angeles only), Colo- 
rado, Delaware, Illinois, Kentucky, 
Maryland, Massachusetts, Michigan, 
Montana, Nebraska, New Jersey, New 
York, North Carolina, Ohio, Rhode 


= Housing Division, PWA, “Urban Housing,” 
Bul. No. 2, p. 64. 
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Island, South Carolina, Tennessee, 
West Virginia, and Wisconsin. 


LOCAL AGENCIES 


From the foregoing it can be seen 
that the one result of the Federal Gov- 
ernment’s action in public housing has 
been to reveal more clearly the need 
for relegating active initiation of proj- 
ects to local agencies, for stimulating 
the creation of these agencies, and for 
providing incentives to local authori- 
ties to initiate construction. Thus 
far, however, these local authorities 
have, with a single exception, failed to 
construct any housing except that 
which they carried on with the Hous- 
ing Division of the PWA. 

Local governmental agencies * have 
been established in a number of com- 
munities. In the period 1933-1936, 
local housing authorities were created 
in Birmingham, Buffalo, Cambridge, 
Charleston, Cincinnati, Cleveland, 
Columbia (South Carolina), Colum- 
bus, Dayton, Detroit, Lackawanna 
(New York), Lexington, Los Angeles, 
Memphis, Milwaukee, New York 
City, Omaha, St. Clair County (Mi- 
nois) , Syracuse, Toledo, Warren, Yon- 
kers, and Youngstown. Many of 
them have scarcely passed beyond the 
stage where their chief activity has 
been to survey local conditions. 

Defying inclusion as either a Fed- 
eral, state, or municipal agency is the 
Alley Dwelling Authority for the Dis- 
trict of Columbia. Although created 
by Act of Congress in 1934, it is in re- 
ality an independent agency of the 
Federal Government. Under the 
Fourth Deficiency Act of 1935 and the 
Emergency Relief Appropriation Act 
of 1935, $700,000 has been appropri- 


“See Elizabeth Longan, “The Work of Mu- 
nicipal and Metropolitan Housing Agencies,” 
Housing Oficials Yearbook, i936, pp. 65-92, 
for a detailed description of their organization 
and activities. 


ated by the Federal Government to 
carry on its work. In brief, it will 
clear slum dwellings from the alleys of 
the District of Columbia and find 
ways of rehousing the population 
affected by the demolition of their 
houses. An interesting feature of its 
work is the emphasis it places on try- 
ing to get private capital to provide 
the new houses which will be necessary 
to rehouse the slum dwellers affected 
by its activities. 

Collateral to the rise of municipal 
authorities is the creation of a number 
of bodies which may be thought of 
as quasi-governmental agencies. In 
Towa five such agencies have been 
created, viz.: the Civic Planning Com- 
mittee of Davenport, the Municipal 
Housing Commission of Des Moines, 
the Mayor’s Housing Committee of 
Dubuque, the Housing Commission of 
Fort Dodge, and the Municipal Hous- 
ing Commission of Iowa. Other ex- 
amples of this type of agency are the 
Mayor’s Committee of Hartford, the 
Municipal Housing Board of Jackson- 
ville, the Mayor’s Housing Commis- 
sion of Minneapolis, the San Francisco 
Housing Authority, and the Tampa 
Municipal Housing Board. Being 
largely advisory bodies, their value 
thus far has been in bringing local 
projects to the attention of the PWA. 


FINANCING AGENCIES 


Turning to those agencies which 
were concerned primarily with private 
finance, let us examine briefly the 
work of the Federal Home Loan Bank- 
ing System and the Federal Hous- 
ing Administration. Neither produces 
housing directly. Both aim to organ- 
ize the mortgage market and stimulate 
the flow of credit into construction. 
Because of their indirect effect on the 
construction of housing, it is inaccu- 
rate to speak of the volume of con- 
struction produced by them. 
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This will become apparent if one 
pauses for a moment to consider the 
structure of these organizations. The 
Home Loan Banking System provides 
loan and discount facilities for the 
member institutions. Hence, not all 
of the funds advanced by them ulti- 
mately enter into construction. In its 
early years many of its advances were 
for refinancing. 

In the case of the Federal Housing 
Administration, not alleof the loans in- 
sured by it are used for new construc- 
tion. Similarly, much of the money 
advanced on imsured mortgages has 
been used for refinancing of existing 
debt. Then, undoubtedly, some of 
the loans insured would have been 
made even if the FHA had not existed. 
Nevertheless, in spite of these quali- 
fications, both of these organizations 
have been factors in affecting the con- 
ditions under which housing is being 
provided. Both are essentially insti- 
tutions to organize on a sounder basis 
loans which are to be made for mort- 
gage purposes. Through its super- 
vision of member lenders the Home 
Loan Bank Board has means of im- 
proving their lending practices as well 
as means for pooling resources. Both 
are institutions which can be tested 
only with time. Theirs are long-run 
objectives. Their usefulness will con- 
sist in the effectiveness of their efforts 
to gain from the lenders in the private 
building industry adherence to sound 
principles of finance, and, through 
their facilities for analyzing the prob- 
lems of private building, to encourage 
the improvement of standards of 
building practice. 

The scope of the activities of both 
of these agencies has posed many 
questions that cannot be considered 
here. For example, the practice of 
the FHA in encouraging commercial 


banks to make mortgage loans is a- 


problem of policy fraught with con- 


siderable significance. Great is the 
temptation to consider some of these 
questions and to discuss the réle which 
Government should play. However, 
within the limits of this article it is im- 
possible to do much more than con- 
sider the production of housing by 
these agencies. Examining the record 
of both agencies, we find that the Fed- 
eral Home Loan Bank had extended 
accommodations to its members !° for 
$188,675,000 on December 31, 1935. 
As of November 1936 the amount so 
advanced was $268,460,000. As of 
December 31, 1935, the FHA had in- 
sured mortgage loans aggregating 
$170,594,864, of which $60,248,256 was 
for new construction and $110,346,608 
was for refinancing purposes.*# 

Notwithstanding the previously 
mentioned qualifications on the inter- 
pretation of these figures, these agen- 
cies have been important factors in 
organizing the flow of funds into mort- 
gages with which to finance the pur- 
chase of existing property and the con- 
struction of new property. Measured 
against the results in point of volume 
in public housing, the loan activities of 
the FHA and the Home Loan Bank 
are very impressive. They make a 
favorable comparison with the mort- 
gages made without the use of either 
agency. 

Two aspects of the operations of 
these agencies are noteworthy. Nei- 
ther uses public funds directly, and 
both organize private housing finance. 
Then, neither has made much of a dent 
in the cost of mortgage financing in 
many sections of the country. 


SCOPE oF GOVERNMENTAL ACTIVITY 
IN HOUSING 


Several premises seem to be inter- 
woven through the various activities 


" Federal Home Loan Bank Review, Vol. 3, 


No. 4 (Jan. 1937), p. 134. 
u Second Annual Report, FHA, p. 18. 
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of the Federal Government in housing. 
Most prominent is the assumption 
that private industry has failed to sup- 
ply housing for low income groups, 
and consequently government must 
assume responsibility for developing a 
supply of adequate housing. This it 
has sought to do by direct participa- 
tion in construction for demonstra- 
tion purposes and by financial assist- 
ance. Implicit in its measures to or- 
ganize mortgage finance is the assump- 
tion that the price of mortgage credit 
is the important item in encouraging 
the acquisition and construction of 
homes by other than the low income 
groups. 

In regard to the agencies that have 
been set up to promote the reorganiza- 
tion of the mortgage credit market, it 
should be noted that the method em- 
ployed has been indirect rather than 
direct. There seems to be implicit in 
the organization of these agencies the 
assumption that private industry has 
a field of operation but that it must 


be guided by governmental agencies. 

In accepting fully this responsibil- 
ity, the Federal Government can be of 
great service. Such guidance calls for 
help in solving the problems of private 
industry, rather than competition 
with it. One of the major services the 
Government could perform would be 
to promote greater efficiency in the in- 
dustrial organization of the building 
industry. 

In conclusien, it is possible that one 
of the most important residuals of the 
Government’s activities in housing is 
its contribution in making the Nation 
housing-conscious. It has given im- 
petus to lenders to develop sound lend- 
ing practices. It has provided facili- 
ties for pooling experience and promot- 
ing the analysis of the problems of 
lending institutions. 

At the present time there is a real 
need for a definite expression of policy 
concerning the future course of the 
Federal Government in public hous- 
ing. 


David T. Rowlands is instructor in finance at the 
Wharton School of Finance and Commerce of the 
University of Pennsylvania, Philadelphia. 


Housing Aspects of Resettlement 


By E. L. KIRKPATRICK 


T HAS been estimated that more 
than one third of all houses in the 
United States are “definitely obsolete 
and substandard.” ‘The inadequate 
lot is regarded to include five million 
farm and six million nenfarm struc- 
tures. The homes in this classifica- 
tion are held to be dilapidated, damp, 
or overcrowded, with lack of sunlight, 
air, piped-in water, or proper sanita- 
tion. Although this estimate may 
seem high or not well founded, due in 
part to lack of agreement on what con- 
stitutes standards of modern and ade- 
quate housing, especially in the rural 
areas, it is challenging from the stand- 
point of needed improvement. . 

Slum clearance in the urban areas 
and Federal loans for the encourage- 
ment of home ownership are com- 
mendable beginnings for the better- 
ment of housing throughout the coun- 
try. But, dealing primarily with 
structures, they cannot be made to 
reach the most difficult situations, 
where houses are closely tied up with 
_ work opportunities or ways of making 
a living. To a considerable extent, 
housing is related to or articulated 
with natural resources—land and its 
attributes—which are the “grass 
roots” to employment, the means to 
living. 

Resettlement should prove an effec- 
tive means of touching the heart of 
our most difficult housing problems, 
since the program is predicated on the 
relocation of families to land that is 
productive for farming or situated 


1Edith Elmer Wood, Slums and Blighted 
Areas in the United States, Bul. No. 1, Housing 
Division, Federal Emergency Administration 
of Public Works, 1935. 
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satisfactorily for gardening and out- 
of-door living? The Resettlement 
Administration is attempting to “put 
houses and land and people together 
in such a way that the props under our 
economic and social structure will be 
permanently strengthened,” rather 
than merely constructing satisfactory 
dwellings. Its efforts should and 
doubtless will indicate that farmers 
and urban employees can be provided 
with modest homes, well equipped for 
living, at reasonable cost. 


RURAL RESETTLEMENT 


Reference has been made to the esti- 
mate of five million farm homes as 
obsolete or substandard. Interpreted, 
this means that four fifths of all farm 
dwellings are without modern im- 
provements or conveniences such as 
central lighting and piped-in water. 
These are the counterpart of the total, 
since according to the United States 
Census for 1930, only 13.4 per cent of 
all farmhouses were electrically lighted 
and 15.8 per cent had water piped in- 
side, with 8.4 per cent having it con- 
nected with a bathroom. The per- 
centages varied by regions, of course, 
as is evident from Table I. 

Although noticeably lacking in mod- 
ern conveniences, many farmhouses 
more than meet the minimum stand- 
ard of health and decency from the 
standpoint of size as well as other fac- 

“The Resettlement Administration, estab- 
lished April 30, 1985, has charge of rural re- 
habilitation, land utilization, and rural and 
suburban resettlement activities. In reality it 
is not in the housing field, because its consid- 
erations go beyond the immediate need of 


dwellings in setting up a minimum standard 
for homes in relation to land as well as people. 
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TABLE I--Farm DwELLINGS HAVING CONVENIENCES NAMED, IN 1930 ° 
Electric Water 
Lights Piped to 
Total š £ 
Regions D House Bathroom 
Dwellings Per Cent 

Nominen of Total Numb Per Cent Numb Per Cent 

umber | of Total | UOS | of Total 
New England...... 124,925 53,655 42.9 79,815 63.9 82,684 26.2 
Middle Atlantic... . 857,603 } 114,098 31.9 135,699 37.9 63,766 17.8 
East North Central. 966,502 | 202,656 21.0 211,272 |, 21.9 92,489 9.6 
West North Central.| 1,112,755 | 146,969 13.2 180,402 16.2 94,108 8.5 
South Atlantic. .... 1,058,468 64,173 6.1 66,763 6.3 41,354 8,9 
East South Central.| 1,062,214 31,952 3.0 27,171 2.6 17,316 1.6 
West South Central.} 1,103,134 40,240 3.6 88,376 8.0 50,281 4.6 
Mountain......... 245,314 49,173 20.4 48,324 20.0 26,303 10.9 
Pacific... . 0.0.2.5. 261,733 | 188,394 52.9 156,380 59.7 112,947 43.2% 
Total......... 6,288,648 | $41,310 13.4 994,202 15.8 531,248 8.4 

tors.t In the more prosperous farm- and more than seven eighths in four 


ing regions, dwellings are large enough 
for comfort of the family members. 
This is not the case in all rural regions, 
however, and there are many areas, or 
at least localities within given areas, 
where structures are too limited in 
size to meet the requirements of health 
and decency. 

Emphasis in the rural resettlement 
program is directed primarily to fam- 
ilies in the “small-inadequate” house 
situations. These are well portrayed 
from recent rural socio-economic sur- 
veys. For example, results from a 
limited study of almost two thousand 
families residing in the several sub- 
marginal land purchase districts of a 
Southern state show that two fifths of 
them are housed in two-room struc- 
tures, two thirds in three rooms or less, 


* Source: U. S. Census, 1930. 

*This standard is interpreted to mean 
“healthful surroundings, ample pure running 
water and sanitary toilet facilities inside the 
building; adequate sunlight and ventilation; 
and rooms of sufficient size and number for 
comfort and privacy to avoid overcrowding.” 
Adapted from the Proceedings of the National 
Conference of Charities and Correction, 1912. 


rooms or less.” Furthermore, one half 
of the families living in two-room 
dwellings have five or more persons in 
them. None of the places occupied 
by these families are fitted with mod- 
ern conveniences. 

it is of mterest that 43 per cent of 
the families had less than $100 income 
for the year 1934. Another 26 per 
cent had incomes ranging from $101 
te $200; 13 per cent, from $201 to $300; 
10 per cent, from $301 to $500; and 
only 8 per cent, more than $500. The 
total cash incomes amounted to $252 
per family, with one fifth of this from 
public aid. Approximately 60 per 
cent of all the families were on the re- 
lief rolls at least a part of the year. 
Almost 30 per cent of them had no 
income from live stock or its products, 
and 70 per cent had‘none from crops. 

5 Submarginal land purchase districts consist 
of tracts acquired by the Federal Government 
for other purposes than farming, because of 
their inability to produce an adequate living 
for the families residing on them. 

* Mark J. Morgan, “1935 Families Studied in 


Kentucky,” unpublished report, Resettlement 
Administration, Lexington, Kentucky, 1936. 
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From a study of 203 families in 
Laurel County, Kentucky, in 1928, 
the houses occupied by them averaged 
4.5 rooms, with 1.18 persons per room, 
compared to the minimum stardard of 
one person per room commenly ac- 
cepted by housing experts.’ The 
hcuses of 340 Madison County, North 
Carolina, families studied in 1623 were 
a little more than 4 rooms in swe, with 
L24 persons per room.® ‘Ten der cent 
of the structures had the,walls zovered 
with old newspapers, and 47 per cent 
had them ceiled; 19 per cent had 
kroken window panes, Still another 
survey of 228 families in Knott 
County, Kentucky, indicates houses of 
approximately 4 rooms, with 1.52 per- 
sons perroom. Almost 60 per cent of 
these dwellings had “rooms >apered 
vith newspapers or similar materials,” 
ard 28 per cent were reported with 
roofs that leaked. 

When the. houses of these and sim- 
tar studies are checked against all 
farm dwellings as depicted by the 1930 
United States Census figures, on an 
average value per county basis, they 
appear to be representative at condi- 
tions throughout a goodly pcttion of 
the Appalachian-Ozark Highland Re- 
gion. At that, however, they appear 
to typify a-‘beétter situation then in the 
ectton-growing states, where the aver- 
age value of all farm dwelling: ranged 
as low as $377 for Mississippi to $708 
for Texas° The dwellings of owners 


7 Merton Oyler, Cost of Living and Fopula- 
ticn Trends in Laurel County, Kent-zcky, Bul. 
EM, Kentucky Agricultural Experiment Sta- 
tion, 19380. 

3C. C. Taylor and C. C. Zimmermar, Eco- 
rncmic and Social Conditions of Nerth Caro- 
Era Farmers, North Carolina Department of 
Agriculture, 1923. 

3? Faith M. Williams, “Variations. in Farm 
Family Living,” Economic and Socia- Problems 
crd Conditions of the Southern Apzvalazhians, 
Ifise. Publication 205, U. S. Depcrtment of 
Agriculture, 1935. 

2 The situation in the cotton-groving states 
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throughout the Cotton Belt were 


valued et $975, compared to $352 for 
tenants. It is questionable how much 
housing zan be secured for this amount 
of money, but without doubt the poor 
conditioas are not overemphasized by 
Rupert 3. Vance in his statement: 


The dwellings of many small owners 
in the Seuth fall below minimum stand- 
ards.... The best tenant houses are 
likely to be unpainted, clapboarded cot- 
tages of four rooms ceiled inside and pa- 
pered with old newspapers. .. . In the 
worst situations the croppers and share 
tenants are likely to live in two-room 
cabins, hot in summer and almost impossi- 
ble to heat in the winter. Daylight may 
show between the cracks and the cabin 
may leak in stormy weather and leave 
the floor damp for several days after. 


Nor are substandard farmhouses 
limited to the South and the Appa- 
lachian-Jzark Highlands. The 1930 
census f.gures referred to above show 
a number of counties in the Great 
Plains Eegion with structures valued 
as low as $500. The Lake States Cut- 
Over is not significantly better pro- 
vided w.th structures, since in most of 
the cour ties the average values are less 
than $1,900. 

As indicated by a recent survey ina 
submarginal land purchase area of 
northern Wisconsin, houses are not 
spacious or well improved. Homes 
occupied by the farm families among 
those studied averaged 4.1 rooms each, 
with ha.f used for sleeping purposes.’* 
Dwellings for the nonfarm (rural) 


may be even worse than the figures show, due 
to the inzlusion of the relatively high-valued 
plantatior and other better homes to a larger 
extent than in the Appalachian-Ozark Region. 

* Rupert B. Vance, How the Other Half ts 
Housed, Southern Policy Papers, No. 4, Uni- 
versity of North Carolina Press, 1936. 

2. L Kirkpatrick, Needed Standards of 
Living fo- Rural Resettlement, mimeo. report, 
Wisconsir. Rural Rehabilitation Division, Re- 
settlemen: Administration, May 1936. 
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families had 3.4 rooms including 1.8 
bedrooms. For the most part, the 
houses in the open country are of 
square or rectangular shape, some- 
times with a lean-to addition. Practi- 
cally all are one story buildings of 
either log or frame coastruction, and 
often tar-papered. 

Less than 4 per cent of the farm 
homes are fitted with electric lights, 2 
per cent with furnace heat, only 1 per 
cent with piped-in water and bath- 
room, and 9 per cenz with kitchen 
sinks. Eleven per cent of the non- 
farm houses have electric lights, less 
than 2 per cent furnaces, and only 1 
per cent bathrooms with piped-in 
water. 


Hovusine OBJECTIVES IN RURAL 
RESETTLEMENT 


Rural Resettlement is concerned 
with the improvement of living condi- 
tions, including adequate housing, 
among families under conditions such 
as these. In addition'to helping peo- 
ple move from land which is too poor 
to yield them the esser.tials of a mini- 
mum home and community living, it 
is directing them to productive loca- 
tions fitted with prcperly planned 
and well-constructed cwellings. The 
structures are in keeping with the 
needs of the family, in relation to work 
and daily living. Modest in size, they 
are well arranged inside, fitted with 
modern conveniences, properly lo- 
cated with respect to other farm build- 
ings and surroundings, and conveni- 
ently situated as to trade, educational, 
and social facilities. In size, gener- 
ally they provide as much as one room 
per person with necessary cupboard, 
closet, or other storage space. 

Some of the houses ere grouped ac- 
cording to the community plan to 
make possible the provision of differ- 
ent services and codperative facilities, 
as in the Dyess Colony, Arkansas, and 


Penderlea) Homesteads, North Caro- 
lina. Others are on separate farms 
apart from each other in districts or 
communities already settled, usually 
on tracts of good land which have 
lacked full development from the own- 
ers who live there or are ready to retire 
elsewhere. 


ACCOMPLISHMENT AND UNMET 
Nereps 


Although progress has not been 
spectacular since the program was 
started, work has moved forward on 
86 projects for the relocation of ap- 
proximately 10,000 rural families to 
better conditions of farm housing, 
community living, and economic op- 
portunity. More than 4,000 homes 
are under construction; 2,143 have 
been built, and selected families are 
now occupying them. Of modest size 
and convenient layout, all are planned 
to meet adequately the needs of the 
farm family and fit the varying condi- 
tions of climate across the country. 

The occupants of these Rural Re- 
settlement homes are paying for them 
on a long-term forty-year basis at 3 
per cent interest. Monthly payments 
by this plan are more than nine tenths 
paid up to date, indicating that the 
clients intend and will be able to meet 
their obligations. This is even more 
reassuring when it is recalled that the 
occupants are chosen from families 
which have been or are being aided 
through rehabilitation loans, those 
whose credit resources were com- 
pletely exhausted. Many of them 
lived on land unsuited to farming, too 
poor to permit of adequate houses and 
provide at least minimum standards 
of living. Some are young couples 
with farm backgrounds, eager to start 
operations on their own in going new 
communities. 

It cannot be assumed or even hoped 
that Rural Resettlement will meet the 
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needs in farm housing among the low- 
income families. The task is too gi- 
gantic. According to the 1930 census, 
one million farmers are in the plight of 
those described above as having less 
than $400 income including the value 
of all produce from the farm, whether 
sold or used directly for family living 
purposes. Probably two thirds of 
these cases must be moved to new lo- 
cations on better Jand or near part- 
time work opportunities,to obtain and 
pay for decent housing and the other 
essentials of minimum standards of 
living. 


SUBURBAN RESETTLEMENT 


The 1930 census figures show 18 per 
cent of the owned nonfarm homes 
valued at less than $2,000 in 1929. 
Furthermore, they indicate 34 per cent 
of those not owned by the occupants 
as being rented at less than $20 per 
month. These numbers constitute 
the six million nonfarm structures 
designated as substandard throughout 
the country. Although not so .defi- 
nitely lacking in modern equipment 
and conveniences as farm structures, 
they are fully as “slummy” and even 
more crowded generally, particularly 
in urban areas. ° 

Pertinent data compiled by the Bu- 
reau of Foreign and Domestic Com- 
merce on the condition of housing in 
1934 show 18 per cent of the structures 
for 64 cities in bad condition. Al- 
most 17 per cent of the total, amount- 
ing to approximately 1,500,000, were 
more than 40 years old. Of the total 
number of dwelling units, more than 
20 per cent weré renting at less than 
$15 per month, and 4 per cent, under 
owner occupancy, were valued below 
$1,500. The 64 cities, ranging in size 


13 Edith Elmer Wood, Slums and Blighted 
Areas in the United States, Bul. No. 1, Hous- 
ing Division, Federal Emergency Administra- 
tion of Public Works, 1935. 


from Cleveland, Ohio, down to Santa 
Fé, New Mexico, are scattered well 
throughout the United States. 

A further study of urban housing 
conditions in 9 cities of New Jersey, 
1934-1935, shows 18 per cent of the 
structures over 50 years old, 28 per 
cent needing major repairs, and 6 per 
cent unfit for habitation. Of the single 
dwelling units, 30 per cent were rent- 
ing for less than $20 per month. Al- 
most 6 per cent of the total had no 
indoor toilet facilities, 19 per cent had 
no bathtubs or showers, 40 per cent 
were heated with stoves, and 16 per 
cent were “crowded or worse.” 

Additional studies could be cited as 
further proof of the existence of urban 
substandard housing situations. Fre- 
quently, conditions indicate the diffi- 
culties to be wide and long standing 
throughout the Nation. Although 
there are practically no data on the 
village and suburban end of the non- 
farm housing situation, it 1s probable 
that conditions there are little better 
than in open country or city generally. 
With respect to villages, careful analy- 
sis by the President’s Conference on 
Home Building and Home Ownership 
in 1931 indicates that while housing 
problems there are less acute than on 
the farm, they merit further investiga- 
tion and attention. There is need for 
the development of housing standards 
which are within the reach of differ- 
ent groups in the village population. 
These standards should take into con- 
sideration the type of architecture, 
the plan of structure, and the methods 
of financing. They should be devel- 
oped in the light of a growing interest 
in village planning for individual com- 
fort and social efficiency.** Thus the 
need in this field appears to be directly 


1% Committee on Farm and Village Housing, 
The President’s Conference on Home Build- 
ing and Home Ownership, Tentative Report, 
Dec. 4, 1931. 
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in line with the objectives of the Sub- 
urban Division of Resettlement. 

When the question of possible im- 
provement is raised, it is well to keep 
in mind the fact that more than one 
third of all nonfarm families have an- 
nual incomes of less than $1,500.15 
This group includes small business 
men, clerks, office workers, factory 
hands, and mechanics; in other words, 
it is not limited to the unskilled la- 
borers and the handicapped or unfor- 
tunates. 

It is pretty well agreed by the con- 
sumption economists that the mini- 
mum standard of living should have 
not more than 20 per cent of the in- 
come devoted to rent or that it should 
be limited to a house costing not more 
than twice the income. As with 
farm families attempting to live on 
returns of $400 per year, it is question- 
able how much housing the urban fam- 
ily can get at less than $25 per month 
rental or a $3,000 purchase basis. 


OBJECTIVES IN SUBURBAN 
RESETTLEMENT 


Reference has been made to the 
need for land as an essential basis for 
improving the urban housing situa- 
tion. City slums are due to conges- 
tion, tangled commercial and residen- 
tial relation, hodgepodge growth of 
office buildings, warehouses, and 
freight yards, and the inclination to 
let things go on pretty much as they 
are to avoid the probable difficulty of 
wise planning for more satisfactory 
living. 

Briefly, Suburban Resettlement is 
trying to demonstrate a feasible meth- 
od of providing adequate low-rental 
or reasonable-cost dwellings in home- 
like surroundings. It is attempting 
to show that urban workers as well 

1 Leven, Moulton, and Warburton, Amer- 


tex’s Capacity to Consume, Brookmgs Institu- 
tion Publication No. 56, 1934. 


‘suburban developments, 
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as farmers can have access to homes 
that are equipped with the essentials 
for healthful and satisfactory living. 
In doing this, it hopes to “open a new 
road for America’s builders and money 
lending institutions.” 

With respect to the structures in 
some of 
which are single and others of the 
family group unit type, all are planned 
to include utility room, kitchen, liv- 
ing room, aad necessary bedrooms. 
Rooms are designed for maximum 
comfort in living from the standpoint 
of proper spacing of furniture, con- 
venience, and construction. The 
dwellings are so situated as to make 
possible spacious work or play areas 
as well as convenient front yards. 

Something approaching the New 
England town plan is observed in the 
arrangement. ‘The separate commu- 
nities are designed to meet the modern 
needs of communication. To avoid 
the annoyance and danger of heavy 
traffic, each is located, as far as possi- 
ble, a convenient distance from arteri- 
al highways, with underpasses for pe- 
destrians where necessary. There 
are fewer streets than in the ordinary 
city or village, facilitating in the mat- 
ters of paving, water mains, and 
sewer system. Instead of facing bar- 
ren streets, “homes can look out upon 
the grass and trees in the block’s cen- 
ter.” Within the village are grouped 
a community building, post office, 
stores, other busmess establishments, 
and recreational facilities. 

Around the village is a “girdle of 
permanent open space” to protect the 
development from overcrowding and 
undesirable building on neighboring 
land. This affords additional facili- 
ties for recreation, as well as an oppor- 
tunity for gardening. Beyond this, 
additional tracts are set aside as gar- 
dens for families who are inclined to 
grow vegetables or fruits, and in some 
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instances sections are available for 
farmers who may care to live by pro- 
ducing market crops to supply the vil- 
lagers. Briefiy, each of these commu- 
nities is an effort to put every acre 
of available land to its best use for 
adequate living in healthful surround- 
ings. 


ACCOMPLISHMENTS OF SUBURBAN 
RESETTLEMENT 


Resettlement has under way three 
of these suburban developments— 
Greenbelt near Washington, Green- 
hills near Cincinnati, and Greendale 
near Milwaukee. The three commu- 
nities will provide homes for three 
thousand families with incomes 
around $1,200 to $1,500 and not over 
$2,000. Rentals will range from $20 
to $45 per month, this cost to cover 
heat, light, and water and to provide 
for town maintenance, taxes, interest, 
and reimbursement to the Govern- 
ment. With planned towns, parks, 
and forest, these communities in which 
the property is taxable will contribute 
to the income of the municipalities in 
which they are located. They are 
meant to serve as examples of satis- 
factory housing for modest-income 
families and modern town planningan 
suburban development to accommo- 
date the “average” urban worker. 


EVALUATION OF THE PROGRAM 


The Resettlement Administration 
has been confronted with other tasks 
than the solution of America’s most 
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pertinent housing problems. It was 
set up in large part to aid in and en- 
courage the removal of submarginal 
farm land from agricultural uses, to 
relieve local communities from exces- 
sive tax burdens for roads, schools, 
and other social facilities in unproduc- 
tive areas, to direct the uses of lands 
definitely unsuited for farming to rec- 
reational and other social purposes, 
and to remove worthy rural families 
from relief rolls by providing them 
with the essentials to rehabilitation. 

The Resettlement Administration is 
taking 9,100,000 acres of substandard 
land out of crop production; it has ex- 
tended loans and supervision to some 
260,000 farm families, the loan 
amounting to $96,000,000, for pur- 
poses of rehabilitating “in place”; it 
has provided emergency financial as- 
sistance to rural victims of drought, 
flood, and fire, amounting to $20,000,- 
000; and it has reduced the debts of 
some 50,000 farmers by $35,000,000. 

In addition to its accomplishments 
along these lines, the Resettlement Ad- 
ministration has persistently brought 
before the people the fundamental 
needs for the improvement of Ameri- 
can housing, both rural and urban. 
The resettlement program has empha- 
sized and made more clear to the 
Nation the importance of proper 
dependence on land from the stand- 
point of its power to produce physica] 
goods as well as the human satisfac- 
tions necessary to the welfare of the 
people. 


E. L. Kirkpatrick is associate professor of rural 
sociology, University of Wisconsin. At present he 
is on leave, as assistant regional director, Region II, 
Resettlement Administration, in charge of Rural 
Social Research. He served as a member of the 
Farm and Village Housing Committee of the Presi- 
dent’s Conference on Home Building and Home 
Ownership. He is author of “The Farmers Stand- 
ard of Living” (1929) and a number of bulletins. 


Economic and Social Significance of Housing Design 


By Mixes L. COLEAN 


F THE factors bearing upon the 
adequacy of our housing and the 
soundness of the financial structure 
which is based upon it, none has in the 
past received less effective attention 
than design. Except for the develop- 
ment of “exclusive” subdivisions for 
the well-to-do, there are only rare ex- 
amples of the effort to grasp the urban 
form as a whole, which is the essence 
of design, and to consider at once the 
character of the dwelling structures 
and the environment in which they are 
to be placed. 

For the most part, the two elements 
of design have been separated. Land 
has been planned almost wholly with 
an eye to the ease of subdivision, occa- 
sionally with the purpose of facilitat- 
ing transit, and only rarely with con- 
sideration for the definite manner in 
which it might be utilized. Dwellings 
for the majority of the population have 
been built from habit rather than from 
design, either with slight regard to en- 
vironmental conditions or contorted 
to meet the dictates of an irrelevant 
land pattern. 

Design, therefore, which implies a 
designer seeking to create form has not 
been a widespread positive force. 
Nevertheless, with or without a con- 
scious effort, our cities, with their 
arrangements of streets and their 
characteristic types of housing, do 
assume certain recognizable patterns. 
Although conscious, purposeful design 
has had significance for only an in- 
significant minority of the population, 
. the undictated pattern which fre- 
quently becomes the only design a city 
can claim, does have a profound effect 


upon the safety, the health, and the 
comfort of the people as a whole. It 
fixes the lines through which the whole 
complex of urban forces must flow. It 
establishes ,the relationships upon 
which an equilibrium of the elements 
of a city depends. It produces fluid- 
ity and flexibility or congestion. It 
provides for a directed growth or a 
scattering of force in a formless expan- 
sion. It effects ease in the processes 
of human life or confusion. It pro- 
motes contentment or dissatisfaction 
and restlessness. It determines the 
utilization of land and, through 
that, the creation or dissipation of 
value. 

This article will endeavor to point 
out the kind of influence which urban 
design, whether complete in its scope, 
partial, or wholly uncharted, has had 
upon housing. It will attempt to sug- 
gest the reasons why design in certain 
cases has met with success or failure. 
Tt will go so far as to make assevera- 
tions as to how the influence of design 
may become more positive and more 
beneficial. 


EXAMPLES OF PLANLESSNESS 


Numerous examples of the influence 
of design upon the social and economic 
life of cities—many of them, unfortu- 
nately, negative—at once come to 
mind. We may, forinstance, note the 
choking (as it later developed) of the 
natural flow of traffic and the resulting 
aggravation of congestion in New 
York City, with its crowded, lightless 
tenements, caused by the ill-advised 
plan of 1807. We may note the 
limited concept of Penn’s plan for 
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Philadelphia and its early and com- 
plete perversion, which started the 
triumphant march of regiment after 
regiment of row houses. We may see 
the remnants of the bold and original 
effort to replan Detroit after the fire 
of 1805, and the subsequent strangling 
of orderly development by indiscrimi- 
nate subdivision. We may look at the 
planlessness with which Chicago grew, 
and recognize the manifold civic prob- 
lems directly bearing upon that plan- 
lessness. We may take pride in the 
comparative success of the plan of 
Washington, and yet see how the 
vision of L’Enfant was not sufficient 
to prevent the appearance of a unique 
type of slum. 

Such examples may be almost end- 
lessly multiplied: the failure of the 
early garden home plan of Salt Lake 
City, the disastrous subdivision of 
Denver, the extravagant expansion of 
Los Angeles, and so on. But a con- 
tinued addition to such citations or an 
elaboration of them will not necessarily 
serve either to give precision to the 
place of design in the urban equation 
or to define the manner in which the 
designer may become effective. I 
shall consequently limit the picture 
and find such instances as I may in 
two outstanding cases: Washington 
and Chicago. 


{ 
WaASHINGTON——-WHeErRE DESIGN 
Was Posstsur 


The City of Washington is notable 
today as the only city which, carefully 
planned at its founding, has retained 
that original plan as the basis of its 
urban structure. © The reasons for the 
survival of the plan and its effects upon 
the life of the city should be fruitful 
fields of inquiry. 

' The essential quality of the Wash- 
ington plan was its sense of form. It 
recognized governmental activity as 
the principal function of the city. It 
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placed the focus of the plan upon that 
function, all else being secondary and 
literally radiating from it. That func- 
tion has remained, and the focus origi- 
nally so effectively provided has pre- 
vailed. The sense of form established 
by the placing of public buildings, the 
unusual allowance for open space, and 
the pattern of broad streets have not 
been lost, because, in spite of many 
vicissitudes, their logic was incontro- 
vertible. 


The second quality of the plan was ` 


its vision. It boldly assumed a future 
population of 100,000 persons, at a 
time when the largest city in the coun- 
try, then over a century old, was 
hardly more than half that number. 
The validity of that vision was many 
times called in question during suc- 
ceeding generations, and for a long 
period it gave the city more grandi- 
osity than grandeur. Nevertheless, 
this provision of the plan did permit 
an orderly and calculated expansion 
with less central blight than has been 
generally characteristic of our cities. 

Several fortuitous situations aided 
in the preservation of the original con- 
cept. The city’s growth was slow; its 
speculative booms were short-lived 
and comparatively harmless. During 
the straggling period of development 
the plan occasionally became over- 
grown with a recognizable urban fun- 
gus; but in few important instances 
was the damage serious or irreparable, 
or the basic sense of form ultimately 
lost. Fortunately again, active in- 
terest in the plan was reawakened just 
at the time when the city was reaching 
its maturity. 

Today the plan still admirably 
serves its function; and the effect of 
design upon the city may be seen to 
be wholly salutary in its provision for 
expansion, influencing stability and 
order in real estate, in its ability to 
meet new conditions with a minimum 
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of reconstruction, in its mitigation of 
congestion, in its liberality with open 
space, and in the sense of pride which 
it has developed in the citizens. 


DEFECTS OF THE WASHINGTON 
PLAN 


The defects of the plan of Washing- 
ton and the problems which have 
grown out of them result from a failure 
to carry the principle of design beyond 
the pattern of streets and public build- 
ings to the character and location of all 
the buildings—the inevitable result of 
what may be called “split design.” 
This defect is evident in the made- 
quate planning of the area devoted to 
retail business; it is outstanding in the 
development of the latest series of gov- 
ernment buildings, which has seriously 
intensified traffic congestion; It Is even 
more flagrantly demonstrated in hous- 
ing. 

The sultry summer climate of the 
city requires a type of house of such 
openness as to garner every breeze and 
to make possible a high degree of out- 
of-door living. While restrictions on 
building height, breadth of streets, 
frequent parks, and ample shade trees 
have saved Washington from the 
crowded, cavernous slums of other 
cities, they have not prevented a situa- 
tion almost equally deleterious to its 
welfare. 

The plan of L’Enfant provided a 
great variety of block shapes, as well 
as blocks of varying size, some of them 
over 7 acres in area. These blocks 
permitted a similar variety of housing, 
and in no case, as in the resubdivision 
of the early Philadelphia blocks, pre- 
vented the development of a type of 
housing adequate in its provision for 
light and air. The integration of 
building and site planning which 
characterized the public area was, 
however, not carried over into the 
blocks for private use, and no princi- 
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ples were here laid down for a reason- 
able relationship between land and 
dwelling.t 

Narrow frontage subdivision be- 
came an early characteristic. The 
Scotch builders thought more of their 
traditions than they did of the special 
requirements of new circumstances, 
with the result that all the older hous- 
ing is crowded, and much of it is dark 
and poorly ventilated. Moreover, 
this system, of subdivision left hidden 
in the centers of the larger blocks large 
areas poorly adapted to use with the 
individual properties. It left also the 
temptation, not to be withstood, for 
the development of secondary dwell- 
ings at the rear of these properties, 
fronting on alleys or narrow courts. 
In this way the notorious “alley dwell- 
ing” came into existence, with its con-. 
sequent sanitary, police, and welfare 
problem. 

The social problem thus created 
rapidly became an economic problem. 
The squalor of the alleys could not be 
without its effect on the surrounding 
properties. The result was a depres- 
sion of rents and values, a deteriora- 
tion of buildings, and the elimination 
from rational use of large areas of ad- 
wantageously located land. The de- 
sign suffered from not being suffi- 
ciently exclusive. 

In spite of these defects, the City of 
Washington remains unique in the 
comparative success of its planning, 
and we might sigh that all city found- 
ers had not the courage and vision and 
skill of Washington, Jefferson, and 
L’Enfant. The city, however, is 
peculiar in another way. It possessed 
a predetermined function which has 
persisted throughout its history. If 
few citics have had the benefits of so 


1L’Enfant can hardly be blamed for this. 
The idea of integrated design was not discussed 
until nearly a century later, and only now has 
begun to be taken seriously. 
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broadly visioned a plan, even fewer 
have had a determinable dominant 
function upon which a plan could be 
based. 


Cuicaco—Tne UNPREDICTABLE 


Could L’Enfant have stood on the 
banks of the Chicago River in 1830 
with a commission to plan a city, he 
would probably have found unanswer- 
able the question “why?” or “what 
for?” The site was swampy and des- 
olate and surrounded by a desolate 
and uninhabited prairie. Westward 
migration, encouraged to the northern 
route by the opening of the Erie Canal, 
made the village a point of entry to the 
rich Illinois and Wisconsin country; 
but that alone would have been little 
enough upon which to predicate a city 
or to make an estimate of future pop- 
ulation. Impossible would it have 
been to forecast the greatness of that 
migration, to calculate the restless 
energy which characterized the set- 
tlers, or to foresee the effect of the 
Ilinois-Michigan Canal or of the later 
concentration of the Nation’s railway 
system or of the still later accelerated 
expansion of industry. 

Chicago illustrates the bearing of 
the time element in design. Design 
implies stability; and even in such arts 
as music and dancing, where design is 
fused with time, the fusion is calcu- 
lable and controllable by the designer. 
Such a fusion was present in Washing- 
ton. The future of the city as a seat 
of government was to a large degree 
estimable, and a pattern to suit that 
function could be devised. With 
Chicago, neither ‘could the function 
have been foreseen nor a pattern 
created sufficiently flexible to serve a 
rapidly unfolding and ever shifting de- 
velopment. 

Shacks were thrown up with the 
thought of their replacement with 
“mansions or stores, and they were so 
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replaced, and more shacks built with 
the progressive extension of the rigid 
rectangles which served perhaps as 
well as any plan where planning could 
not see beyond the next year. Busi- 
ness shifted from street to street and 
fashion leaped from south to west to 
north, planlessly endeavoring to escape 
from planlessness. The fire of 1871 
might have given an opportunity for 
orientation and mastery; but catas- 
trophes rarely breed order, and 
Chicago was no exception. New 
shacks were rapidly built to house ref- 
ugees—again with the expectancy of 
replacement; but the new transporta- 
tion soon made expansion easier than 
rehabilitation, and the shacks re- 
mained to become the nucleus of the 
city’s slums. 


THe BURNHAM PLAN 


In Chicago, design came as an after- 
thought. The maturing city felt its 
lack of grandeur and sought through a 
gigantic planning effort to superpose 
grandeur upon its sprawling chaos. 
The result was the Burnham Plan of 
1907. Magnificent in its concept, it 
proposed to give the city a focus in a 
lake-front development connected by 
boulevards leading westward through 
its retail and financial districts to a 
great civic center. With its new 
thoroughfares it sought to relieve con- 
gestion. Through its handling of rail 
terminals it undertook to remove a 
serious source of blight and to facilitate 
the handling of freight and _ traffic. 
But in all the exposition of the plan, I 
can find, outside of its excellent park 
proposals, little consideration for the 
use of land other than for buildings of 
a public character and for height con- 
trol along boulevards; no serious men- 
tion of housing in its relation to, and 
dependence on, the plan; and but 
slight allusion to the desirability of an 
orderly development of the outlying 
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region, which already was in incipient 
chaos. 

The Chicago plan was, after all, 
largely facade designing, and the 
features of it which have been adopted 
are almost exclusively so. And this 
despite the fact that within the region 
such town plans as those of Riverside, 
Winnetka, and Lake Forest had in a 
limited way and for a limited class in- 
dicated how housing and real estate 
values might beneficially be affected 
by integrated design. 

For all its defects, the city would 
have profited could the plan as envi- 
sioned have been put into effect. It 
would have eliminated many sources 
of blight, it would have provided a 
reasonable system of circulation, it 
would have refreshed bleak areas with 
parks and playgrounds, and it would 
have given the city a basic pattern 
from which a more detailed and inte- 
grated design might have been de- 
veloped. The present condition of 
the city well indicates the need for 
such a directive pattern. Now, 
scattered areas within the city, aggre- 
gating probably a third of the total, 
stand vacant; other areas stand aban- 
doned, both swept over in the turmoil 
of expansion. At the end of the last 
boom, many other areas trembled 
either timorously or hopefully that the 
so-called sweep of progress would 
spread over them. Only a small sec- 
tion can claim stability for the future, 
unless it is the stability of despair. 

Washington illustrates the rare pos- 
sibility of a city which can be planned 
and which, fortunately, was. Chicago 
reveals the situation created when the 
future is too incalculable and growth 
too rapid to permit effective planning. 
And of the two, Chicago is the more 
typical of city growth in this country. 

In such a situation planning be- 
comes a problem of rehabilitation 
rather than of initial ordering. It 
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necessarily involves a treatment of 
great comprehensiveness and great 
expense. It requires not only capable 
direction but also sustained support 
by the people. In spite of the note- 
worthy effort to “sell” the Chicago 
plan to Chicago, its ultimate benefits 
could not be made to outweigh its 
original cost. Its progress has there- 
fore been piecemeal and partial, and 
the indifference to its objectives is 
widespread.e 


DESIGN AND THE Housine Unit 


The lack of basic design in the urban 

structure affects the quality of design 
down to the last detail of the dwelling 
unit. The deep and narrow lot, typi- 
cal of speculative development prac- 
tice whether for the detached bunga- 
low of Los Angeles, the “two-flat” of 
Chicago, or the tenement of New 
York, is unfit for these or any other 
type of housing unit. It is at once a 
cause of wasted land, extravagant 
land improvements, and overcrowd- 
ing. Our bungalows are crowded, our 
small flat buildings are crowded, and 
our apartments are crowded, because 
the established system permits noth- 
ing else. 
e Under such conditions the design of 
the house is constricted to deformity 
at the outset, like the skulls of the 
Flathead Indians. The darkened in- 
teriors of the “dumbell” apartment, 
the long, wasteful hallways of bunga- 
Jow and flat, the lack of privacy, and 
the dreariness of outlook characteristic 
of our urban housing were not inven- 
tions of sadistic architects, but were 
the unavoidable results of the land 
pattern which the architect found laid 
down for him. 

A situation once traditionalized be- 
comes accepted as inevitable. So we 
find that the rich as well as the poor 
expect their sunlight to be eliminated, 
the only difference between Park ` 
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Avenue and the Bronx resting in the 
relative grandeur of the overcrowding, 
the size of the rooms, and the elabo- 
rateness of the plumbing. When the 
size of the plot is increased the same 
tradition prevails: since light is not 
demanded, the land can and will be 
crowded. 

There are a few examples, even in 
the densest areas, where a correlation 
between land and building to produce 
a more open type of planning has been 
achieved, notably the Alfred T. White 
buildings in Brooklyn as early as 1890. 
But it is only within the past twenty 
years that any serious recognition has 
been made of the facts that the narrow 
crowded lot is a producer of real estate 
headaches and that crowding is a det- 
riment rather than an essential to a 
profitable investment; and it is a 
matter of the very present that, 
largely under governmental influence, 
these facts are being accepted in 
development practice on any broad 
scale. | 

The break from the old tradition has 
not, however, in any real sense been 
accomplished. There are thousands 
of narrow lots scattered through our 
cities, which are certain to be utilized 
in the old way; there are thousands of 
new lots being subdivided in the same 
old manner. And as far as the design 
of the dwelling unit itself is concerned, 
little more than academic exercises and 
occasional examples of rational plan- 
ning can be achieved -while this is so. 
Land planning and building planning 
must proceed with full recognition of 
the objectives of good housing, and of 
the means essential to these objectives, 
before our dwellings will have the 
comfort and convenience which ar- 
chitectural skill is capable of pro- 
ducing. 

When this coérdination in design 
will take place is entirely a matter of 
popular demand. Developers as a 
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group are extremely sensitive to pop- 
ular taste, and they pride themselves 
on their ability to give the public what 
it wants. ‘They cannot as a group un- 
dertake the risks of leadership, but 
they will be quick to follow any well- 
articulated public insistence. Such 
insistence is not yet present; and hous- 
ing design, like the design of the city 
as a whole, struggles against popular 
indifference. 


Postc ArtirupE Towarp: DESIGN 


This indifference to planning is one 
of the important factors with which 
any planning effort must deal. 
Whether such indifference is at the 
root of our planlessness or whether the 
disorder of our cities breeds it as a 
protective sentiment, may be long ar- 
gued. I am inclined to believe that 
there is a mutual relationship between 
the two—that the American’s indif- 
ference to his surroundings has been 
born out of his failure to create a satis- 
factory environment. 

Thus, home to the American has 
been more an ideal to dream of, to work 
for,and to write songs about than it has 
been the shelter of brick or wood in 
which he might be living. It has been 
more a sentiment than a reality. The 
house or apartment he may this year 
occupy, he rarely indentifies with that 
ideal, which is more vivid in memory 
or anticipation than it is in realization. 
And if at last he does undertake its 
realization, it still remains fully as 
much sentiment as fact. It does not, 
if he can help it, reflect his life, but 
creates, as far as he is able to make it, 
an embodiment of sentiment, an es- 
cape from reality, a sanctuary from 
fact. That is why his house is not 
often straightforward, logical, eff- 
cient; why it is likely to stand incon- 
gruously related to the confines of its 
narrow lot; why it takes no thought of 
its neighbors; why it is Spanish or 
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Colonial or Tudor or what not, ac- 
cording to the vague terminology of 
its occupant; why it so rarely has a 
simple charm arising out of a harmony 
of need and use with the possibilities 
of materials and the requirements of 
location. 

To the sociologist, the economist, 
and the technician, the implications 
of this ideology are far-reaching. It 
does, in the first place, continually 
cloud the mind to actuality. The 
vividness of the dream and the hope, 
like the early Christian’s vision of 
heaven, permits the acceptance of a 
great amount of discomfort in the 
present. The American can put up 
with inadequate and even unsalutary 
housing as long as he may keep 
strongly his objective of green shut- 
ters and vines over the door. To di- 
rect his mind to the correction of his 
immediate environment is to imply 
his lack of ability to achieve a better 
one. ‘This attitude is extended to the 
community as a whole, until slums and 
the vast monotonies of suburbia are 
accepted in the complacent credo 
which interprets them as but a stop- 
ping place, a prod to the ambitious, 
and, at their worst, the unavoidable 
retreat of the shiftless. 

In dealing with a social problem a 
sentiment may be as much a fact as 
is a reality; and the sentiment which 
prompts this indifference appears to 
be deeply rooted. We see it clearly 
m unrealistic zoning ordinances, which 
become in many minds a substitute 
for planning, and in the ease with 
which “spot zoning” changes are per- 
mitted to take place. We see it in 
the difficulties which attend the pass- 
age of adequate controls of new sub- 
divisions, in the mild support given to 
planning commissions, and in the ob- 
stacles which beset any effort to re- 
store to utility the property in a 
blighted district. 
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CONTRIBUTING FACTORS TO THE 
PUBLIC ATTITUDE 


On the other hand, the lack of real- 
ism in our approach to the housing 
situation is continually reénforced by 
manufacturers of housing materials 
and equipment, who through the ap- 
peal of their advertising have built up 
the so-called American standard of 
housing to a point where only a small 
portion of the population can reason- 
ably afford ¢t. To such an extent is 
this appeal carried that the Philadel- 
phia row house can more easily sacri- 
fice sunlight in a bedroom than it can 
a glass-enclosed shower; that every 
speculative builder’ in Long Island 
finds it necessary, no matter what 
skimping may elsewhere take place, 
to install a bathroom which bears the 
same relation to the idea of a Holly- 
wood boudoir that the exterior of the 
house does to a Tudor manor; and 
even the government, when it at- 
tempts to produce dwellings for the 
lower income groups, must supply a 
full quota of gadgets. 

Another contributing factor to the 
public attitude is the attitude of de- 
signers themselves. City planning 
started as a high and mystical cult of 
the “city beautiful” in which the or- 
dinary man could see little place for 
himself except on the paying end. 
Aside from Wacker’s? effort to popu- 
larize the Chicago plan, I can find no 
instance of condescension by design- 
ers to present to the public in simple 
terms the means through which design 
may be achieved, and the benefits, in 
dollars and cents as well as in ecstasy, 
which may be derived from it. 

Architects, too, as a group, have 
done all they could to disassociate 
themselves from the common run of 
problems which make up at least 
80 per cent of the urban pattern—to 


* Charles H. Wacker, chairman, Chicago Pian 
Commission, 1809-1926. 
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such an extent that, directed to them 
by a collapse of the luxury trade, they 
have been unable sufficiently to rid 
themselves of their preconceptions of 
standards and modes. of practice to 
take effective action. 

The ordinary man, distrustful of œs- 
thetes, remains faithful to the lumber 
dealer and the real estate operator, 
who have at least troubled to speak in 
his language and, within their lights, 
to interpret his aspiratiens. 


Tue PROSPECT ror DESIGN 


No one can question that, in all our 
cities, major problems of design con- 
front us. The penalties of disorder 
have become too great to be much 
longer sustained. 

To become effective, however, de- 
sign must grasp the urban form as a 
whole. It must comprehend the func- 
tions of the city and assure the effi- 
cient exercise of those functions. It 
must understand the needs of all its 
people and strive to make possible the 
meeting of those needs. It must elim- 
inate the waste, the confusion, and the 
strain which come from absence of 
form. It must accept the time factor 
in design, remembering that a living 
city is always in motion, and create 
a stability compatible with motion, 
like the gyro-stabilization of a great 
ship. It must be realistic and hard- 
boiled as well as æsthetic in its ap- 
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proach, recognizing that the rehabili- 
tation of a slum or the prevention of 
a new slum may outweigh the erection 
of a public monument or the comple- 
tion of a lake-front boulevard. 

This means that elements of design 
cannot remain split, and that the con- 
tributors to the urban pattern must 
work as a unit—-that those who plan 
streets and drainage systems, those 
who plat and those who appraise land, 
those who design buildings, those who 
prepare and enforce building and zon- 
ing regulations, and those who manu- 
facture materials and equipment for 
buildings must be bound by a common 
purpose. This means, too, that the 
public must be awakened to the inti- 
mate way in which design or its ab- 
sence affects the costs and the satis- 
factions of living. 

Justice Cardozo once spoke of “the 
strength that is born of form and the 
feebleness that is born of lack of form.” 
We have seen the waste in health and 
money, and the continuing hazard to 
life and property which lack of form 
has produced. The strength of our 
cities, in the economy of their opera- 
tion, in the easy conduct of their com- 
merce and industry, in their adapta- 
bility to changing requirements, and 
in the welfare and pride of their citi- 
zens, all depends on the achievement 
of form. We must develop the qual- 
ity of design required for these things. 


Miles L. Colean is the Technical Director and the 
Director of Large Scale Housing of the Federal 
Housing Administration, Washington, D. C. He 
has practiced architecture in Chicago and has 
written on housing and real estate subjects. 


Methods of Holding Residential Property 


By Ira S. 


HE purpose of this article is to 

review the effect of different types 
of residential tenures on the operation 
and maintenance of the property, on 
the individual occupying the property, 
and on the distribution of the hazards 
of owning property. The resistance 
to blighting influences is also consid- 
ered. The types of tenures which will 
be discussed are home ownership, 
commercial rental, codperative cor- 
porations, limited dividend corpora- 
tions, and public housing. Because 
neighborhood unit planning, large- 
scale operation, group action, and the 
proposed neighborhood protective and 
improvement district plan would mod- 
ify these methods of holding property, 
they too are included. 


OPERATION AND MAINTENANCE 
UNDER HOME OWNERSHIP 


Because of the owner-occupants’ di- 
rect economic and social stake, pri- 
vately owned homes are usually kept 
in good repair and are well managed. 
Hence we find that the proportion of 
privately owned homes to total homes 
in blighted areas is commonly low. 
For example, Cincinnati’s home own- 
ership average in 1930 was 36 per cent, 
whereas this proportion was approxi- 
mately 10 per cent in its blighted 
tracts 2 and 3.1 

Likewise, resident owners ordina- 
rily modernize their homes, provided 
they are financially able and neighbor- 
hood conditions warrant it. How- 
ever, where the home owner has diffi- 
culty in planning his budget, such 

1 Edith Elmer Wood, Slums and Blighted 
Areas in the United States, Housing Division of 
the Federal Emergency Administration of Pub- 


lic Works, Bul. No. 1 (126 pp.), Washington: 
Government Printing Office, 1935, p. 68. 
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improvements are deferred and often 
not made atall. Moreover, where the 
owner has moved because the neigh- 
borhood has begun to deteriorate, he 
is rarely anxious to keep his property 
in good repair or improve it. Such 
neglect causes progressive deteriora- 
tion. A house first rented to a single 
tenant comes to be used as a rooming 
house or partly for business purposes. 
With each downward step there is a 
lowering of the standard of upkeep. 
Ultimately the property may become 
vacant and totally neglected. 

It is well recognized that the owner 
of a home enjoys a sense of security 
from the fact that he has a permanent 
residence, that he is proud of his status 
as a property holder, and that he cher- 
ishes the independence and the pri- 
vacy it gives to his personal life. It is 
not so often realized that these psy- 
chological benefits must be paid for in 
concrete expenditures for taxes, mort- 
gage interest and amortization, re- 
pairs, improvements, and special as- 
sessments, and that they constitute a 
burden which many a home owner has 
no business to assume. ‘The execu- 
tion of a mortgage almost invariably 
accompanies the purchase of a home 
by any member of a low income group.” 

Hundreds of thousands of those who 
considered themselves “home owners” 
but in reality were tenants of the 
mortgagee have lost their life savings, 
in times of prosperity as well as of de- 
pression, because they should never 
have undertaken to carry the burdens 
of home ownership. The “own your 

* Edith Elmer Wood, Recent Trends in Amer- 
ican Housing (817 pp), New York: The Mac- 
millan Company, 1931, p. 37; R. L. Duffus, 


Mastering a Metropolis (302 pp.), New York: 
Harper Brothers, 1930, p. 101. 
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ovn home” slogan, so often the subject 
of sentimental oratory, does nct apply 
to most of the members of Icwer in- 
come groups, and the practice o? ob- 
scuring the dangers of realizing that 
ideal has resulted in many a personal 
tragedy. Its economic and sozial cost 
is incalculable.’ 


BLIGHTING [INFLUENCES 


Every home owner must gamble on 
the trend of the communjty’s property 
ard the stability of its land valies. If 
he needs to liquidate his invzstment 
suddenly, he may find that his capital 
is frozen. If the property is already 
mortgaged, he may not be able ta bor- 
raw more on it. In theory, the home 
owner is in a position to prcit in a 
rising real estate market by ralhzing 
the unearned increment in tk2 value 
cf his property, and to obtair a high 
return on his investment by renting 
the property in a landlord’s narket.t 
Trough no. figures on this aszect are 
available, we conclude that the per- 
centage of cases in which suck profits 
are realized is infinitesimal. 

The cwner of a home, be it [arge or 
small, runs the risk of loss m value 
due to blighting and other devreciat- 
ing influences. Chief among these are 
changes in the character of zhe sur- 
rcunding neighborhood, and new de- 
velopments in building design, con- 
struction, and equipment. 

The progress that is being made in 
efforts to protect the home cwner 


3 For a description of the effect of fae depres- 
sion upon white-collar home owners, =e A. An- 
ton Friedrich, “Case History of a Community 
of Mortgaged Home-Owners,” Surve, Graphic, 
Yol. 22 (June 1933), pp. 311 and. 312; and 
Loula D. Lasker, “Sunnyside Upsice Down,” 
Servey Graphic, Vol. 25 (July 1938, pp. 419 
et seq. 

*Roy Wenzlick, The Coming Boon ™ Real 
state, New York: Simon and Schteéter, 1936. 
For comment thereon, see “The Pote- tial Real- 
Estate Boom,” Federal Home Loan Bank Re- 
view, Vol. 3, No. 4 (Jan. 1937), pp. 107-109. 
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against the hazards to his investment 
is slow, kut definitely noticeable. Un- 
der the stimulus of the Federal Hous- 
ing Administration, a single mortgage 
amortized monthly is being used as a 
substituze for multiple unamortized 
mortgages. Preference is being given 
by mortsagees to homes in areas where 
some effort is made to establish resi- 
dential reighborhood communities and 
where zoning and building codes will 
tend to ward off blighting influences. 
But the movement in that direction is 
still in its infancy, and an uncontrolled 
building boom may render it impotent. 


OPERATION AND MAINTENANCE OF 
CoMMERCIALLY RENTED 
BumpDINGs 


The quality of operation and main- 
tenance of rented properties varies. 
Ordinarily, rented dwellings do not re- 
celve the care which owner-operated 
dwellings receive. However, if the 
building is an “only child,” if it is the 
only one he possesses, the owner who 
moves from it is likely to be extremely 
solicitous about the type of tenant to 
whom ke rents and about the steps 
necessary to protect his investment. 

In the case of multifamily apart- 
ment houses, the degree of care ac- 
corded :s based on the owner’s atti- 
tude towards the property: Is it held 
as a capital investment whose income 
should De safeguarded, or is it held 
for liquidation or speculative value? 
Many an absentee owner is satisfied as 
long as he receives a certain regular 
income from his property and is not 
called upon to make any capital con- 
tributions from his own pocket. 
Either deliberately or through ignor- 
ance, he approves a management pol- 
icy based upon immediate returns and 
not upcn high standards of operation 
and upkeep. 

Expensive apartment houses repre- 
senting heavy investments by busi- 
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ness men of experience are well cared 
for, as the safety of the mvestment is 
the primary consideration. Asa rule, 
institutional owners, such as banks 
and insurance companies which be- 
come the voluntary or mvoluntary 
holders of large parcels of properties, 
Insist on keeping their properties in 
first-class condition and under first- 
class management, but there are ex- 
ceptions. 


ADVANTAGES AND DISADVANTAGES 
or TENANCY 


The advantage or the disadvantage 
of being a tenant depends largely on 
the state of the real estate market. 
When vacancies are high, tenants 
often obtain accommodations at a 
bargain, the rent paid to the owner 
sometimes not even being sufficient to 
pay the proportionate share of the ex- 
pense of maintaining the property. 
On ‘the other hand, in times of severe 
shortage, tenants may be forced to.pay 
unreasonably high rents. The pres- 
ent “poor man’s housing shortage” in 
New York City presages the forma- 
tion of tenants’ associations similar to 
those formed in the early 1920’s, when 
emergency rent legislation was en- 
acted in order to restrain rents from 
skyrocketing. 

The tenant knows that his tenure is 
temporary. This does not make for 
attachment to one’s home and one’s 
neighborhood. It does, however, give 
the tenant a sense of freedom, which is 
augmented by his exemption from 
worry Over vacancies, arrears in rents, 
mortgage payments, taxes, and haz- 
ards of property ownership. If and 
when he loses his job and must seek 
new employment elsewhere, his home 
is not a frozen asset on his hands.’ 


5 The Maryland ground rent system, which has 
long been applied to residences there, is analo- 
gous to the long-term leaseholds on commercial 
properties popular in many cities in the United 
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ADVANTAGES AND DISADVANTAGES 
or Co6OPERATIVE OWNERSHIP Ê 


Since one of the purposes of codpera- 
tive ownership is to give members at- 
tractive homes run for service, good 
operation and maintenance is an ob- 
jective, and not a begrudged duty. 
And since the legal ownership of all 
apartments resides in the association 
to which the shareholders belong, the 
life and interest of the mariagement is 
continuous and can be farsighted. 

Moreover, this form of ownership 
brings out the social qualities of the 
tenants. They come to believe that 
they owe something towards the suc- 
cess of their common enterprise, and 
find ways to contribute to it. The 
Amalgamated Clothing Workers Proj- 
ect in the Bronx has been especially 
successful in this regard. It has a co- 
operative laundry, kindergarten, and 
many other services initiated by the 
tenants. Codperative housing associ- 
ations frequently have a fund to care 
for those who by reason of unemploy- 


States. It is a hybrid between a long-term lease 
and home ownership subject to a mortgage lien. 
The tenant holding under a ground rent created 
since 1884 now has a statutory option to buy 
the, property outright within a specified period, 
for a sum of money equal to the capitalization 
of the rent reserved, at the rate of 6 per cent, or 
less if specified in the lease. The writer has 
been unable to find any special study of the gen- 
eral or specific effects of this type of tenure. It 
seems fair to assume that they would be similar 
to those resulting from the conventional type of 
home ownership or rental. For a discussion of 
this system see Louis J. Jira, “Maryland Ground 
Rents,” Baltimore Real Estate News, Vol. III, 
No. 2 (Feb. 1933), pp. 1-6. 

* Codperative housing in the United States is 
of relatively recent origin. To date, the num- 
ber of wholly codperative housing projects has 
been small. Ordinarily developed by racial and 
occupational groups, they have been started by 
low-mcome tenants to secure low rentals through 
large-scale operations. Although some have 
been unsuccessful, several have successfully 
provided comparatively low rentals.—-Eprtor’s 
Norte. 
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ment or illness are temporarly pre- 
vented from paying their shar of the 
monthly maintenance charges. 
Again, where market comdicions 
permit it, rents in apartments owned 
by private interests tend to incr2ase. 
In codperatives, the monthly ckarge 
paid by the tenant covers <ixed 
caarges, and surpluses are reinvested 
in the project or are used to lower 
rentals. The shareholder is permit- 
ted to use his property, for comicile 
purposes only. Thus interest in the 
possibilities of speculation anc ir the 
accretion of values is removed, and 
emphasis is placed upon the ~esiden- 
tæl and social aspects of the Louwsing. 
However, the aura of harmony 
which usually surrounds coéperative 
ventures is sometimes spoiled by in- 
ternal personal and factional dasputes. 
Though the tenants are theoretizally 
the managers of their own prcject, 
they in fact must appoint a manager, 
and management problems of she ten- 
ant and landlord variety arse. In 
ary other type of relationship th= de- 
cisions of the management are -inal, 
but in codperatives they may be the 
subject of prolonged disputes. Natu- 
rally, these incidents are nof publi- 
cized. æ 
Moreover, this form of ownership is 
extremely unliquid. When a tenant- 
shareholđėr moves from his apartment, 
vcluntarily or involuntarily, he usu- 
ally desires to sell his stock, because 
it is a non-dividend-paying invest- 
ment.’ Corporations can only repur- 
chase their own stock out of surplus, 
ard/in several cases which arese dur- 
ing the depression, the corporations 


“ Sharekolders are usually given ninety-nine- 
year leases. In some projects they are given 
snort-term leases in order to facilita_e the re- 
moval of objectionable tenants. “he cases 
where tenants own a specified apar:ment, as 
distinct from shares in a codperative ccrpora- 
ticn, are few. 
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had no surplus. Even if there is a 
surplus, the shareholder does not ob- 
tain the return of the full amount of 
original investment, but rather its 
market value. If the corporation is 
unable to repurchase the stock, the 
shareholder then tries to sell it to some 
one whc wants an apartment in the 
project. His position now is similar 
to that of a home owner who desires 
to sell, except that the number of pros- 
pective purchasers is limited 


Types of Limirep DIVIDEND 
CoRPORATIONS 


It is well to have a clear understand- 
ing of tke variety of limited dividend 
corporations ® as a preliminary to an- 
alysis of their respective effects on the 
operation and maintenance of the 
property and on the individuals occu- 
pying tke property. 

For our purposes it may be noted 
that there are: 

(1) Corporations which voluntarily 
limit the return on the investment of 
their stcckholders, but otherwise are 
not restricted in their policies or ac- 
tivities by charter or by law any more 


8 For data on codperatives, the following are 
recommended: Edith Elmer Wood, “The Or- 
ganization. of Codperative Housing for Work- 
ers,” Proceedings of the Conference on Low Cost 
Housing, keld at The Pennsylvania State Col- 
lege, April 16 and 17, 1936, published in The 
Pennsylva-ria State College Bulletin, Vol. XXX, 
No. 36 (Sept. 5, 1936), pp. 81-91; Benjamin M. 
Gruzen anzl Rebecca Breskin (Eds.) , “Codpera- 
tive and Jeint-Ownership Housing in the United 
States amd Abroad,” Selected References on 
Housing (7? pp. mimeographed), issued by Li- 
brary Section Sub-Committee on Research and 
Statistics, Central Housing Committee, Wash- 
ington, D.C.; Organization and Management of 
Codperatize Housing Associations (with Model 
By-Laws) U.S. Bureau of Labor Statistics, Bul. 
No. 608 G3 pp.), Government Printing Office, 
1934. 

° A substantial number of limited dividend: 
corporations have provided sound investments, 
and in some cases rentals have been low enough 
to enable low income groups to be housed in 
them.—Esrror’s Nore. 
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than any ordinary real astate corpora- 
tion. The City and Suburban Homes 
Company and the former City Hous- 
ing Corporation are examples of this 
type. 

(2) Corporations which are subject 
to provisions of a special state law and 
the supervision of a state board of 
housing. This supervision includes 
approval of the formation of the cor- 
poration, the amount of equity in- 
vested, site, plans and specifications, 
rents, amount of return on bonds and 
stock, sale of the property, and to 
some extent the income group which 
may occupy the dwellings. Exam- 
ples of this type are The Academy 
Housing Corporation, Brooklyn Gar- 
den Apartments, Inc., Farband Hous- 
ing Corporation, Amalgamated Hous- 
ing Corporation, and Amalgamated 
Dwellings, Inc. All these corpora- 
tions are organized under the State 
Housing Law of New York and are 
under the supervision of the New York 
State Board of Housing. The three 
last named are codperatives. 

(3) Corporations similar to those 
described under (2), but which have 
received mortgage loans from the Re- 
construction Finance Corporation or 
from the Housing Division cf the Pub- 
lic Works Administration, instead of 
from private lending institutions. 
These projects are subject not only to 
the provisions of the State Housing 
Law and the supervision of the State 
Board of Housing in New York, but 
also, as long as the government mort- 
gage is unpaid, to the supervision 
and rules and regulations of the gov- 
ernmental mortgagee. The Hillside, 
Knickerbocker Village, and Boulevard 
Gardens projects, in New York, are of 
this type. 

(4) Corporations which have re- 
ceived mortgage loans from the Hous- 
ing Division of the Public Works Ad- 
ministration, such as the Carl Mack- 
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ley project in Philadelphia; or whose 
mortgages are guaranteed by the Fed- 
eral Housing Administration, such as 
the Chester Crest project in Westches- 
ter County, New York. These cor- 
porations are not subject to any spe- 
cial state law, but as long as the mort- 
gage remains outstanding, they are 
subject to the rules and regulations 
of the Housing Division or of the Fed- 
eral Housing Administration, respec- 
tively.19 f 


OPERATION AND MAINTENANCE OF 
LIMITED DIVIDEND PROJECTS 


The operation and maintenance of 
limited dividend projects, irrespective 
of the type, has been of an unusually 
high order. In the case of unsuper- 
vised corporations, this is accounted 
for by the high type of entrepreneur; 
in the others, it is due to the supervi- 
sion of the governmental agency or 
agencies involved, or to the fact that 
it is a coGperative. 

The effect upon the individuals oc- 
cupying the development varies to a 
considerable degree. In some cases 
the tenants are in the same social rela- 
tionship to each other and in the same 
business relationship to the landlord 
as are tenants in the ordinary apart- 
ment or tenement houses. This is 
particularly true of smaller projects 
where the facilities do not permit so- 
cial, recreational, or codperative activ- 
ities or where the management and the 
tenants do not foster them. Exam- 
ples are the Academy, Stuyvesant, 
Stanton, and Manhattan projects, all 
of which are under the jurisdiction of 
the State Board of Housing in New 
York. 

More recent ventures such as the 
Hillside, Boulevard Gardens, and 
Knickerbocker Village projects in New 


70 A number of limited dividend corporations 
sell one- or two-family homes, or sell such homes 
and also lease apartments in multiple dwellings. 
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York, which are the largest in size of 
all limited dividend projects erected 
to date, appear at this early date to be 
taking advantage of their opportuni- 
ties for communal activities with vary- 
ing policies and with different degrees 
of success. Early days of the Knick- 
erbocker Village project in 1934-1935 
saw an unfortunate and much publi- 
cized clash between the tenants and 
the management, but harmony and 
an active program of igterest to the 
tenants „is now the settled order 
there. 


CONTROL or LIMITED DIVIDEND 
PRosEctTS 


The quality of the community life 
which may be developed in the differ- 
ent types of limited dividend projects 
depends largely on the policies adopted 
by those who are in direct or indirect 
control. In the case of unsupervised 
projects, the corporation management 
itself is chiefly responsible, although 
the tenants can play a vital part 
in establishing appropriate programs. 
The various state housing laws contain 
no provisions giving the respective 
state boards of housing any manage- 
ment power outside of those relating 
to the physical upkeep of the build- 
ings, improvements, and financial op- 
eration of the projects. The owners 
establish their own management poli- 
cies, and the state board of housing 
cannot substitute its judgment for 
that of the management as to matters 
not covered by the law. Neverthe- 
less, the experience of the State Board 
of Housing in New York indicates that 
the corporation’ officials are usually 
anxious to consult with the Board in 
order to obtain its advice and to learn 


* Tra S. Robbins, “Tenant-Management Con- 
flict in Housing Projects,” a report to the 
New York State Board of Housing, reprinted in 
Real Estate Record, Vol. 136, No. 20 (Nov. 16, 
* 1935), pp. 15-18. 
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of the experience of other corporations 
under its jurisdiction. 

Under the terms of the building loan 
agreements between the Housing Di- 
vision of the Public Works Adminis- 
tration and the limited dividend cor- 
porations, this agency is given greater 
powers to supervise management poli- 
cies than state housing boards under 
the provisions of state housing laws. 
However, the indications are that the 
Federal Housing Division has pre- 
ferred not to take an active part in the 
determination of management poli- 
cles, but it stands in the background 
as a potential “trouble-shooter.” In 
the future it may well take the po- 
sition that it is an advisory agency 
prepared to render service to such 
companies on matters relating to in- 
formation, standards, policies, and 
points of view, setting up controls in 
advance in order to avoid troublesome 
questions rather than participating in 
their solution after they have arisen. 
It may eventually have an important 
influence on the management policies 
of the companies under its Jurisdiction 
and render a form of advisory service 
analogous to that given by the public 
health and education agencies of the 
Federal Government. 

Under the limited dividend setup, 
the distribution of the hazards of own- 
ership is practically the same as in the 
case of a multifamily project, but 
the hazards are radically minimized. 
Efficient business operation, coupled 
with close supervision by official agen- 
cies, eliminates waste and speculative 
profits in construction and mainte- 
Moreover, the high quality of 
the accommodations offered reduces 
vacancies to a negligible percentage.’* 


Types or Pustec Hovusine 
Before examining the effects of pub- 
lic ownership upon the items under 


12 See Charles F. Lewis, in this volume. 
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discussion, a brief description of the 
various types of public housing is in 
order. 

The first type is represented by the 
fifty-one projects now under construc- 
tion by the Housing Division of the 
Federal Emergency Administration of 
Public Works. The land for these 
projects was acquired in the name of 
the United States of America. Upon 
completion, many of the ventures will 
be operated and managed by a Federal 
agency. Ultimately, however, they 
will be sold or leased to local agen- 
cies, such as municipal housing au- 
thorities. 

The second classification covers 
projects in which at the outset the land 
is acquired by a local agency, and 
thereafter the project is owned and op- 
erated by that agency.% The only 
example of municipal housing in the 
United States to date is “First Houses” 
(formerly known as Astor Project) in 
New York City. The New York City 
Housing Authority took title to most 
af the land by purchase and con- 
demned the remaining two parcels.14 
The Works Progress Administration 
supplied the materials and the labor. 


“The Hopkins Place project of the Alley 
Dwelling Authority for the District of Columbia 
might be classified as the work of a local agency, 
were it not for the fact that the agency was cre- 
ated by Federal legislation and used Federal 
funds exclusively. For references, see Report 
oj the Alley Dwelling Authority for the District 
of Columbia, 31 pages, mimeographed, Dec. 15, 
1935; and Hopkins Place—A Low Rental Hous- 
ing Development, 21 pages, mimeographed, is- 
sued by The Alley Dwelling Authority for the 
District of Columbia, Oct. 20, 1936. 

** The condemnation proceedings for this proj- 
ect terminated in the decision of the Court of 
Appeals of New York State in New York City 
Housing Authority v. Muller et al. (155 Misc. 
6&1, 279 N. Y. Supp. 299, affirmed 270 N. Y. 
333, March 17, 1936), which held that the power 
of eminent domain could be exercised by a state 
or local agency for slum clearance and low-rent 
housing purposes. This is the only decision 
directly in point on this question to date. 
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The project is now being operated by 
the local authority. 

The projects of the Resettlement 
Administration constitute the third 
type of public housing, All the land 
was acquired in the first instance in 
the name of the United States of 
America. In some of the small rural 
resettlements the homes have been 
sold to tenant-owners, and the pub- 
licly owned Jand in the community 
has been deeded to codperative corpo- 
rations controlled by the tenant-own- 
ers within the projects. A different 
procedure is under consideration for 
the three suburban or “greenbelt” 
towns now under construction. The 
homes will be rented, not sold. Some 
of the land owned by the Resettlement 
Administration in those projects is 
land which the adjacent cities may ul- 
timately use as part of their expansion 
areas. ‘The probability is that all the 
land in these model communities will 
be transferred, either by deed or under 
a ninety-nine year lease, to a new pub- 
lic authority or district responsible to 
the electorate within its area and hav- 
ing on its governing board representa- 
tives of the tenants, the adjacent city, 
the county, and possibly the Federal 
Government. These suburban proj- 
ects will primarily be experiments in 
land planning and housing under pub- 
lic ownership. 


OPERATION AND MAINTENANCE 
UNDER Pursiic Hovusine 


Just how public housing will affect 
the operation and maintenance of 
property is purely speculative, in view 
of the absence of acttal experience in 
this country. However, our observa- 
tions of the results obtained under 
governmentally supervised limited 
dividend housing provide some basis 
for conjecture. With the elimination 
of the profit motive, and with the se- 
lection of an expert management staff, 
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we may expect that the project will be 
well cared for. The depredations of 
tenants who do not know how to keep 
a home or who have no respect for the 
property of others are likely to be 
negligible. At the outset, the man- 
agement will have the opportunity to 
select the cream of the applicants for 
the dwelling accommodations. In ad- 
dition, it can apply educational tech- 
niques already developed in codpera- 
tive and limited dividend housing, 
and can add new techniques adapted 
to the new conditions. The amount 
of public housing which will be avail- 
able in the next decade will be so small 
in comparison to the demand that 
every tenant who is fortunate enough 
to be selected will be on his best be- 
havior. 

In the same way, we can speculate 
on the effect of public housing on the 
tenants. Certainly, the quality of 
the accommodations, the facilities for 
play, recreation, and community ac- 
tivities, and the services of a trained 
staff, should be conducive to good re- 
sults. However, frictions may well 
arise from political intrigues, racial 
antagonisms, the activities of majority 
or minority pressure groups, and 
inexperience in the management of 
such projects—frictions and problems 
which every supporter of the move- 
ment for public housing must frankly 
face. 

Public housing projects are likely to 
be of the large-scale neighborhood 
community type. Assuming that 
community and recreational facilities 
are present, the opportunity to create 
an entirely new form of urban Ameri- 
ean life is at hand. The highest type 
of return on investment means more 
than the monetary return. Human 
values are not measurable in terms of 
finance. For a comparison of the so- 
cial and economic aspects of this 
tenure with those of the more conven- 


THE ANNALS OF THE AmERICAN ACADEMY 


tional tenures, the reader must wait 
for another volume of THe ÅNNALS— 
one to be published not earlier than 
ten years from now. However, al- 
ready, in the few projects that have 
been opened, improved family rela- 
tions are reported. Families are liv- 
ing and playing together for the first 
time. Their old leisure-time habits 
are discarded. It is not too much to 
say that public housing may lead to a 
greater stabilization of family life in 
America. 


RESISTANCE TO BLIGHTING 
INFLUENCES 


It 1s universally accepted by stu- 
dents of the subject that blighting in- 
fluences cannot be successfully com- 
bated by owners and tenants of single 
or multifamily dwellings or even by 
the jomt action of large numbers of 
owners. The fundamental causes of 
blight are beyond their control. The 
absence of any municipal land use pol- 
icy, the lack of proper city and neigh- 
borhood planning, inadequate zoning, 
frequent changes in zoning resolutions, 
obsolete building codes, and feeble en- 
forcement of existing laws are only 
some of the causes. In other words, 
the legal nature of the tenure in and of 
itself makes no material difference ex- 
cept where all the land is held in pub- 
lic ownership, such as in the suburban 
towns being established by the Re- 
settlement Administration. 

The one factor that is of primary 
importance is the size of the area 
under one ownership. Public hous- 


1 An excellent definition of large-scale devel- 
opments was given at the President’s Confer- 
ence on Home Building and Home Ownership: 
“It means the application of the best technical 
experience and business practice to the produc- 
tion, ownership and operation on a sound in- 
come producing basis, of low-cost dwellings of 
desirable standards planned so as to provide so- 
cially integrated communities.” “Slums, Large- 
Scale Housing and Decentralization,” Vol. HI, 
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ing officials regard large-scale under- 
takings as a prime prerequisite to the 
approval of any project, and the desir- 
ability of large-scale ventures is gradu- 
ally dawning upon private enterprise.1® 
The general acceptance of that funda- 
mental factor is bound to influence 
the kind of tenure that it will obtain 
in specific areas. We can perceive a 
distinct tendency to modify conven- 
tionally prevalent tenures such as are 
discussed in the earlier portions of this 
article. 

The advantages of a planned neigh- 
borhood unit as proposed by Clarence 
Arthur Perry are well known. That 
plan is applicable mainly to undevel- 
oped or sparsely developed urban or 
suburban areas. Its practical appli- 
cation would involve action by well- 
financed development corporations, 
and the sale of individual lots and 
homes, subject to stringent restric- 
tions. The rest of the property in the 
unit would remain in control of the de- 
velopment corporation or of a strong 
association of property owners, in 
order to carry out and protect the 
neighborhood unit plan. 


PROPOSALS FOR NEIGHBORHOOD 
ÅCTION 


In recent years there have been a 
number of proposals for action along 
neighborhood or district lines in con- 
nection with the reclamation of slum 


Report of Committee on Large Seale Opera- 
tions, 1932, p. 7. 

3A number of large-scale projects having 
mortgages insured by the FHA under Section 
207 of the National Housing Act are examples. 
See the annual reports of the Federal Housing 
Administration, Washington, D. C., for details. 
A series of articles on large-scale developments 
is contained in the Real Estate Record, Vol. 
139, No. 3, Metropolitan Edition (Jan. 16, 
1937), 57 pages. 

“The Neighborhood Unit,” Regional Sur- 
vey of New York and Its Environs, Vol. 7, 1929, 
pp. 22-132; “The Rebuilding of Blighted Areas,” 
Regional Plan Association, Inc., 1933, 59 pp. 
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areas or the protection or improve- 
ment of blighted areas. These pro- 
posals aim to improve conditions 
through group action initiated and 
executed by the owners and others in- 
terested in specific areas, and not 
through the intervention of the usual 
governmental agencies. Two such 
proposals will be briefly sketched here. 


Land Utilization Committee 


The Land Utilization Committee of 
the New York Building Congress, of 
which Arthur C. Holden is chairman, 
has advocated the formation of pri- 
vate corporations in which the owners 
in a block or area voluntarily pool 
their interests by conveying title to 
their properties in return for stocks or 
bonds of the corporation. The com- 
mittee advocates a new management 
technique for slum blocks, and a 
gradual program. The plan contem- 
plates that the owners could first 
agree to have one manager take charge 
of all the properties in a block in order 
to obtain operating economies and to 
eliminate conflicts of interest between 
adjoining property owners. The co- 
operative corporation could remove 
nuisances and demolish obsolete dwell- 
ings. Some of the houses might be 
temporarily renovated. The corpo- 
ration might then finance complete 
modernization of one or more build- 
ings, and perhaps construct new struc- 
tures upon vacant spaces. This step- 
by-step process might continue until 
the entire block was occupied by mod- 


138 The details of these plans and their advan- 
tages and disadvantages ara discussed at length 
by the writer in Urban Blight and Slums, by 
Mabel C. Walker et al., about to be published 
by the Harvard University Press as one of the 
Harvard City Planning Series. See also the un- 
published minutes of the panel discussion on 
“Specific Proposals for Reclaiming and Protect- 
ing Residential Neighborhoods” at the annual 
meeting of the National Association of Housing 
Officials, Dec. 4, 1986 at Philadelphia, Pa. 
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ern structures, all owned by one cor- 
poration. 

We are not here acena with the 
problems involved in attempts to put 
such a proposal into effect. City 
planners have pointed out that the 
execution of such a plan is undesirable 
unless a neighborhood plan is con- 
ceived as part of a plan for the city as 
a whole, and with due consideration of 
the interactions between the specific 
neighborhood and surreunding neigh- 
borhoods. They properly insist upon 
some assurance that the residential 
community created will be protected 
from blighting influences. From the 
point of view of this article, however, 
the plan is of interest because it is part 
of the trend towards large-scale opera- 
tions by corporations primarily inter- 
ested in preservation of invested capi- 
tal through neighborhood stabiliza- 
tion. According to Mr. Holden, 


property can be operated in large units by 
stock corporations and the sale of the stock 
of going enterprises will become the means 
of transferring ownership rather than the 
present system of selling individual parcels 
for speculative gain.1® 


National Association of Real Estate 
Boards i 


A state statute authorizing the crea- 
tion of neighborhood protective and 
improvement districts by property 
owners In cities, towns, and villages 
was proposed by the National Associa- 
tion of Real Estate Boards in 1935. 
After some public discussion of the 
proposal the sponsors decided to give 
it further consideration before having 
it introduced itt any legislature. The 
revised proposal has not yet been 
made available, but the writer is famil- 
lar with its general tenor. 


#° Arthur C. Holden, “Group Rehabilitation of 
Depreciated Properties,” The Journal of Land 
and Public Utility Economics, Vol. XI, No. 3 
(Aug. 1935), pp. 302-304, at p. 304. 
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The proposal is for official organization 
of the residential areas of the city into 
neighborhoods, each with its own board of 
trustees. The city planning commission 
would determine the general plan as well as 
the boundaries of each neighborhood. A 
plan for the future development of each 
neighborhood would be prepared by the 
trustees with the aid of the city planning 
commission. Close and continuous study 
of trends and of needs would thus stimulate 
both public and private improvements. 
Higher standards of zoning regulations 
would be sought in many neighborhoods. 
There would be improved maintenance of 
both public and private property and an 
increased use of trees and shrubs. Main- 
tenance of restrictions might be reéstab- 
lished or new ones adopted. This proposal 
applies the principle of the community as- 
sociations found in many modern subdivi- 
sions through all the residential areas of the 
city and adds certain public sanctions for 
enforcement. In the opinion of its spon- 
sors it would serve to protect newly devel- 
oped areas, would encourage rehabilitation 
of blighted districts and would furnish the 
basis for reconstruction of slums. To 
what extent this procedure can succeed in 
stimulating self help in neighborhoods with- 
out unnecessarily duplicating functions of 
existing municipal government remains to 
be demonstrated. Any sound measure 
which can arouse continuous and wisely di- 
rected group action of citizens for higher 
standards of maintenance in establishing 
residential areas has great potential use- 
fulness.?° 


Discussion of the merits of the pro- 
posal must be reserved until the re- 
vised bill is made public. For our 
purposes we look now for the effect of 
such a proposal upon conventional 
types of tenure. The attempt is 
clearly to aid home owners by protect- 


* From an unpublished statement submitted 
by the writer to the Research Committee on 
Urbanism. of the National Resources Commit- 
tee; see also Herbert U. Nelson, “Urban Hous- 
ing and Land Use,” Law and Contemporary 
Problems, Vol. 1, No. 2 (March 19384), pp. 
158-167. 
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ing and improving the neighborhood 
as a whole. No modification of the 
existing types of tenure is advocated, 
but closer and more rigid controls over 
the causes of blight are to be exercised 
by the owners themselves. 


CONCLUSION 


How can we best protect our invest- 
ments in housing? How can our own- 
ers and tenants obtain the highest 
economic, social, and spiritual values 
from their physical living conditions? 
How can the hazards of owning fixed 
property be minimized and equitably 
distributed? The housing expert is 
drawn into a much broader field of 
endeavor. Real progress will not be 
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made until municipalities formulate 
sensible land use policies and cease to 
permit land to be used as a speculative 
commodity. City planning must be- 
come a reality, and not something to 
be given lip service and then dismissed. 
Tools such as zoning and other exer- 
cises of the police powers must be 
wielded with greater force. Undoubt- 
edly all this will lead to modifications 
in types of residential property tenures 
along the lines ave have endeavored to 
discuss in this article.?! 

* Alfred Bettman, “Housing Projects and 
City Planning,” Law and Contemporary Prob- 
lems, Vol. 1, No: 2 (March 1984), pp. 206-212; 
Horace W. Peaslee, “The Part of the City Plan- 


ner in Housing Betterment,” The American 
City, Sept. 1936, pp. 83-86. 
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Ey .. BION PHILIPSIN 


HE physical character stizs of 

housing consumption maz only be 
expressed in terms of the production of 
housing utilities. The Real Property 
Inventory has given us a very com- 
plete physical description of the dwell- 
ing units existing in sixty-forcr Ameri- 
can cities. Although this survey is 
primarily a description of tke supply 
cf housing, it serves equally wel as a 
cescription of the physical standards 
cf consumption. There is sa small a 
difference between the amcunt and 
quality of the supply of hovsirg and 
the amount and quality of the hous- 
ing utilities consumed that a single 
cross section survey must fail to reveal 
fundamental differences between the 
true demand and the actual =onsump- 
tion. The inflexibility and ths rela- 
tive permanence of the su=ply pre- 
vent a clear expression of the true 
needs and desires of the peptlation, 
and one must look deeper than the 
current characteristics of cocsumption 
to discover the true corsumption 
standards, 

For the purpose of this ciscusston, 
housing may be defined not as physical 
dwelling structures but rather as the 
products in the form of sheltsr, pri- 
vacy, protection, and other amenities 
produced by the physical dwelling 
structures. It may be seem that the 
dwelling unit is only the device for the 
production of housing uti-ties, and 
that this production contin=es during 
the life of the structure, wether the 
housing produced is consumed or not. 


Quarry or House 
With this definition in mind it ap- 
pears that the total amour: of hous- 
ing utility produced in a community 
may be reduced in quantity by demoli- 


tions o? existing structures, and in- 
creased by the construction of new 
producmg units. The quality of 
housing produced tends to decrease 
througk. depreciation and obsolescence 
of the 2xisting structures, and to in- 
crease through replacement of obsolete 
structures by new ones providing a 
better type of housing. In order that 
the quélity of the total housing avail- 
able in a community may be main- 
tained, the rate of replacement must 
be great enough to compensate for the 
deprecmtion and obsolescence within 
the existing structures. 

In this connection two of the most 
diffcul: problems arise. Up to the 
present time no satisfactory measure 
of the quality of housing has been de- 
vised. The many factors, social and 
physical, which determine the quality 
of housing are so intricate and vari- 
able taat it is almost impossible to 
classify a given group of dwelling 
units even relatively, and to attribute 
an absolute measure of quality to the 
housimg produced by an individual 
unit seems impossible. Some prog- 
ress, lowever, is being made in meas- 
uring <he influences of such important 
factors as transportation, trading, ed- 
ucational and entertainment facilities, 
neightorhood conditions, topography, 
and szreet layout, on the quality of 
housirg. 

The problem of measuring the rate 
of de>reciation and obsolescence of 
structures and the attendant decrease 
in quality of housing utilities produced 
by the structures, requires the assem- 
bly and analysis of a great mass of 
data which at the present time do not 
exist in any form. There are so few 
data on the actual age of houses in 
American cities that it is difficult even 
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to estimate the probable useful life 
of a given house with any degree of ac- 
curacy. 

Since the type or quality of housing 
utilities produced may be improved 
‘only by the process of replacement of 
the most obsolete houses by newer and 
rore desirable types, and since the 
low rate of obsolescence makes this a 
slow process, the physical standards of 
consumption of housing are primarily 
determined by the existing supply of 
dwelling units. The population of a 
community must of necessity adjust 
its needs and desires to the character- 
istics of the housing currently avail- 
able. 

Individual tastes may be expressed 
only within the limits of the present 
supply or in their influence on the 
-relatively small additions to the sup- 
ply.. For example, if the tendency to 
dispense with the full-sized dining 
room in low priced small dwelling 
units persists, it must be many years 
before the large dining room disap- 
pears from the small American home. 
The millions of relatively new houses 
must first be worn out and discarded, 
and secondly, the higher priced houses 
which are currently being constructed 
and which through depreciation will 
become the low priced homes of the 
future will still carry into the low 
priced field elements of design meant 
only for the higher priced field. Thus 
it may be seen that needs and desires 
may influence to some extent the 
standards of consumption, but that 
the reaction is slow and indirect. 


Errects or Economic DECLINE 


‘It is interesting in this connection - 


to follow the reaction of the consump- 
tion of housing to the recent sharp 
decline in economic conditions. Did 
the quality and the quantity of the 
housing consumed scale downward in 
accordance with the declines in eco- 
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nomic conditions? Such a reaction 
was impossible. The quality of hous- 
ing available remained fixed except 
for such depreciation and obsolescence 
as could occur in the short period in- 
volved. Could the lower income 
groups remove themselves to lower 
quality housing and allow the’ next 
higher group to take their place? 
Such again was impossible. The low- 
est income group families were already 
generally in the lowest grade of hous- 
ing available, and in that must at least 
remain, and so a general flux of the 
population toward lower quality hous- 
ing was automatically stopped. Va- 
cancies may have become temporarily 
fewer in the lower price groups and 
more numerous in the higher price 
groups. A small percentage of the 
families may temporarily have “dou- 
bled up” in the same dwelling unit 
with other families. But all these re- 
actions were small compared to the 
great mass of the population who re- 
mained very much as before, in the 
same dwellings of substantially the 
same quality. The structures re- 
mained, and continued to produce 
housing utilities. The families for 
the most part remained and required 
heusing. The structures could not be 
made to cease the production of hous- 
ing utilities, and the families were re- 
quired by social and natural forces 
to continue to seek shelter. 

What, then, was the reaction to the 
general decline in incomes? Anyone 
familiar with the field of residential 
real estate knows the readjustment in 
the price and rental scale which took 
place. This readjustment of rentals, 
and to some extent of values, to com- 
pensate for changes in the general in- 
come level is constantly occurring. 


HOUSING IN THE Famity BUDGET 


The position of housing in the fam- 
ily budget is one of the controlling fac- 
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tors in the readjustment of housing 
price levels to changes in economic 
conditions. The subject of family 
budgets has been given serious consid- 
eration since the middle of the nine- 
teenth century. 

Christian Lorentz Ernst Engle, as 
early as 1857, made some very signifi- 
cant generalizations on the basis of his 
budgetary studies. His conclusions 
have been variously translated and in- 
terpreted, and form tle basis for a 
series of so-called “expenditure laws.” 
His statement concerning expendi- 
tures for food is, “the poorer a family 
is, the greater is the proportion of the 
outgo which must be used for food.” 1 
While Engle also held that the per- 
centage of rent remained relatively 
constant, a contemporary, writing 
shortly after Engle developed his 
budgetary studies, concluded other- 
wise. Herman Schwabe developed 
what has come to be known as 
“Schwabe’s Law” of rents. According 
to his statement of the relation of rent 
to income, “the poorer a man is the 
greater the part of his income must he 
give out for rent.” ? 

These two statements define the 
position of a necessity in the family 
budget. As the- family income þe- 
comes smaller, the expenditures for 
necessities will naturally require a 
greater part of the total income, and 
in the very lowest income groups one 
would expect to find the entire in- 
come expended only for necessities. 
On the other hand, in the higher in- 
come groups a larger and larger part 
of the income would be expected to 
go for luxuries, sémi-luxuries, and sav- 

*? Die Produktions- und Konsumtionsver- 
hältnisse des Königreichs Sachsen,” Zeitschrift 
des Statistichen Bureaus des Königlichen Käch- 
sischen Ministerium des Innern, nos 8-9 
(Nov. 22, 1857), pp. 27-29. 

? Hermann Schwabe, Die Verhältniss von 
Aliethe und Einkommen in Berlin, y. 2, 1868, 
pp. 265-267. 
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ings, leaving successively smaller pro- 
portions for necessities. 

Allen and Bowley? have extended 
the analysis of budgetary data to a 
great many forms of expenditures, in- 
cluding those for housing. Their 
more precise statement of expenditure 
laws does not differ materially from 
the laws of Engle and Schwabe. 

Although numerous studies have 
been made, extensive data with which 
to test the statistical validity of 
Schwabe’s Law in relation to Ameri- 
can housing were lacking until the 
recent Financial Survey of Urban 
Housing, conducted by the Bureau of 
Foreign and Domestic Commerce in 
coöperation with the Civil Works Ad- 
ministration m 1934. From data 
made available by this survey and by 
similar surveys conducted under the 
direction of the Federal Housing Ad- 
ministration, it has been possible to 
define within rather narrow limits the 
position of housing in the family 
budget at various income levels. The 
data from every one of the fifty-one 
cities studied indicate that the per- 
centage of family income expended for 
rent in the lower income groups is very 
high, and that this percentage falls 
rapidly as family income increases to 
the higher levels. In the group of 
families with incomes below $500 per 
year, the percentage of income allotted 
to rent was on the average as high as 
40 or even 60 per cent, depending on 
the city. In the range of family in- 
comes above $5,000, the average 
rental expenditure was found to be 10 
to 15 per cent of the family income. 

A graph of the data for Cleveland, 
Ohio is presented to show the average 
percentage expenditure for rent at 
different income levels for the 2,694 


7R. G. D. Allen and Arthur L. Bowley, 
Family Expenditure—A Study of Its Variations 
(146 pp. London: P. S. King & Son, Lid. 
1935), pp. 5-9. 
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tenant families surveyed in Cleveland 
in 1934. This chart indicates that 
the position of housing in the family 
budget becomes more and more impor- 
tant as the family income decreases. 
The question naturally arises as to 
whether these average rental income 
relations remain approximately con- 
stant for a given income group, or 
change with variations in economic 
conditions and income distribution. 
Data bearing on this question are ex- 
tremely scarce and difficult to assem- 
ble. From a Financial Survey of Ur- 
ban Housing conducted by the Fed- 
eral Emergency Relief Administra- 
tion in coöperation with the Federal 
Housing Administration in eleven 
West Virginia cities, data are avail- 
able which indicate that the average 
relationship between rent and family 
income at each income level remained 
very nearly constant throughout the 
period from 1929 through 1934. A 
graph of the data for Charleston, 
West Virén shows the rent income 
ratio for three years, 1929, 1933, and 


1934. Although the general level of 
family incomes and of rents varied 
widely during this period, we find that 
the average percentage of income 
spent for rent at each income level 
remained substantially unaltered 
throughout the five-year period. The 
same results were secured for every 
one of the cities for which data of this 
type are available. 

In commenting upon the above dis- 
cussion, Dr. Coleman Woodbury in a 
letter stated: 


The material here cited for American 
cities is entirely inadequate even to estab- 
lish a hypothesis of the normal relation of 
Income to rent, let alone to determine any 
standard or “law.” The Financial Survey 
of Urban Housing was taken almost at the 
depth of the worst industrial depression in 
the history of the country. It is known 
that rents declined somewhat more slowly 
than the cost of food and similar items 
which make up the larger part of expendi- 
tures of low-income families. For this 
reason one would expect an abnormally 
large proportion of the severely reduced in- 
comes of wage earners and lower salaried 
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people to be paid for rental at the time of 
this Survey. 

I find myself unable to give much weight 
to the figures for eleven West Virginia cities 
for 1929, 1933, and 1934, of which Charles- 
ton alone is given in any detail here. This 
sample is altogether too small and too 
localized to be significant by itself. The 
method of checking income and rentals by 
inquiry for a period of five years back seems 
to me to be entirely unreliable. The obti- 
ous weaknesses inherent in such a procedure 
would be heightened by the knowledge that 
the inquirers were in some way connected 
with the Federal Government, one of whose 
most unpleasant duties is the collection of 
an income tax. 


In response to Dr. Woodbury’s com- 
ment, it should be stated that the data 
presented here are in no sense conclu- 
sive statistical proof of the contention 
that rental expenditures generally 
constitute a greater portion of the 
total family income in the lower in- 
come groups than at higher income 
levels. The data are presented only 
as an example of the results secured in 
every one of the 51 cities which have 


been analyzed. The complete analy- 
sis covers rental and income reports 
by more than 129,000 urban families. 
This is by far the largest sample ever 
collected on rental and income statis- 
tics. There is, of course, the possibil- 
ity of adownward bias in the income re- 
ports resulting from a hesitancy to re- 
veal to employees of the Federal Gov- 
ernment the correct income because of 
possible income tax evasions. If such 
a bias does exist, it would be expected 
to affect the higher incomes to a 
greater extent than the lower incomes. 
The result of such a bias would be to 
raise the resulting rent income ratios 
as much or more in the higher income 
groups than in the lower income 
groups. The true situation under 
these circumstances would reveal an 
even greater contrast between the po- 
sition of rental in the family budgets 
at the two extremes of the income 
scale. 

As an indication that this condition 
persists in periods of prosperity as well 
as in periods of depression, the data 
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on the West Virginia cities are subject 
to two limitations, namely, the method 
of collection of data and the size of sam- 
ple. The method of securing data in 
retrospect on incomes and rentals may 
subject the data to random errors in 
memory. The data undoubtedly con- 
tain such errors, but it is inconceivable 
that errors in memory on the part of 
the families reporting should be biased 
by deliberate mental arithmetic which 
would yield such close agreement as 
exists in the results of final tabula- 
tions of the thousands of reports. The 
remarkable stability and uniformity 
of the data for every city for which 
such data are available are evidence 
that the random errors are negligible. 
While the fact that the data are at 
present available for only eleven cities 
makes further study of this interesting 
and important field desirable, the uni- 
formity of results obtained in the lim- 
ited sample is impressive. 


RELATION oF DEMAND to RENTAL 


The results obtained in the above 
study are accepted by the writer as 
evidence of the remarkable sensitivity 
of the price structure in the rental 
market to changes in the income level 
and distribution among the popula- 
tion of a community. This high 
sensitivity of the price to demand 
conditions is, of course, due to the 
fact that the supply is relatively in- 
elastic. 

It was pointed out earlier that re- 
ductions in the supply of housing 
could be accomplished practically 
only through the demolitions of ex- 
isting structures. This, of course, is 
not strictly true. It should be possi- 
ble to reduce the supply by withhold- 
ing the shelter produced by certain 
structures from the market without 
demolishing the structure itself. 
There are, however, certain peculiar 
characteristics of housing which make 
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this method of reducing the supply im- 
practical. In the first place, the hous- 
ing utilities produced by a dwelling 
unit are,.in a sense, extremely perish- 
able. The shelter is continuously 
produced by the structure whether it 
is utilized or not, and if not utilized, 
it is not recoverable. Further, the 
cost of producing the shelter continues 
in the form of taxes, interest on the 
investment, depreciation, and insur- 
ance at almost the same level as 
though the facilities provided were be- 
ing used. 

Under the present system of small, 
scattered real estate holdings, the 
owner of a structure cannot conceiva- 
bly profit by withdrawing his housing 
from the market im order to protect 
the market for the remaining supply. 
Rather, the individual owner is driven 
to the opposite extreme in periods of 
low demand, and places his housing 
on the market at whatever price he 
can secure, in an effort to recover at 
least a part of the expense of owning 
his structure, even though the return 
does not cover the total cost of opera- 
tion. The lower limit in rental which 
an owner can accept in a temporarily 
deflated market will not be the bare 
gost of operation of the dwelling unit 
when occupied, but the difference be- 
tween this cost and the cost of holding 
it vacant. 

Thus units of the supply are forced 
to withdraw from the market only at 
ruinously low levels of rental, and 
there appears to be no effective brake 
inherent in the supply of housing 
which would automatically stabilize 
rentals at a level-where the return 
would cover the cost of produc- 
tion. 

It is true, however, that practically 
no additions will be made to the sup- 
ply of housing during periods when the 
return is lower than the cost of pro- 
duction. 
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j 
Errecrs or Ristnc RENTALS 


During the upswing of the market 
when demand begins to exceed the 
supply and rentals rise, there does ex- 
ist a stabilizing force which prevents 
too great a rise in rental levels. When 
the level of rentals becomes high 
enough to yield a fair return on the 
existing structures, builders begin to 
find it possible to make additions to 
the supply, which will also yield a fair 
return. At this rental level tenants 
also begin to realize that they can af- 
ford either to buy or to build a home 
at a cost comparable with or at times 
even lower than the cost of renting. 
Thus additions are made to the sup- 
ply, and the excess of demand over 
supply is reduced. It is. true that 
there exists in the field of residential 
construction an inertia which tends to 
resist these additions to the supply in 
response to increased demand in the 
early stages, and allows rentals to rise 
well above the point of fair return. be- 
fore the supply equalizes the demand. 
Even more unfortunate is the fact that 
in the past this same inertia has had a 
tendency to carry production forward 
even after the supply has overtaken 
the demand. The result is, of course, 
an oversupply, and the ultimate re- 
sult, a break in rentals and an almost 
complete cessation of building: 

The inelasticity of the supply, par- 
ticularly on the downswing of demand, 
which places the price structure at the 
mercy of demand conditions with no 
effective compensating mechanism, 
and the inertia of the construction in- 
dustry which makes it slow to respond 
to increased demand and later carries 
it on to overproduction long after the 
excess demand has been satisfied, com- 
bine to keep the residential real estate 
market in an almost continual state of 
chaos and to produce wide fluctuations 
in the price structure of housing. 
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The interactions involved are, of 
course, very complex, and there are 
many other forces bearing on the prob- 
lems. The complete problem is not so 
simple as this discussion might lead 
one to believe. However, these seem 
to be the basic forces which are re- 
sponsible for a great part of the con- 
fusion that exists in the housing 
market. 


Improvep Housa ror Lower 
Income GROUPS 


The process of overbuilding which 
generally occurs in the upper price 
ranges and finally drives housing 
prices down, works to the advantage 
of families in the lower income groups. 
It hastens the process often spoken of 
as “filtering up,” in which families in a 
given income group or rental group 
move up to higher quality of housing. 

If it were not for the aftermath in 
which construction practically ceases 
and a housing shortage develops to re- 
verse the process of filtering, this 
method of improving the housing of 
the lower income groups might be ac- 
ceptable from their standpoint. The 
method, of course, must always work 
a hardship on the home owner in the 
upper or middle income group, since 
his house, together with the new struc- 
tures which have contributed to the 
excess supply, is caught in the mael- 
strom of widely fluctuating values. 
It seems mconsistent to attempt to 
satisfy a demand in one price range by 
flooding the market in a higher range 
and forcing a depreciation and ob- 
solescence more rapid than that im- 
posed by natural forces. 

A further objection to the over- 
building method of providing a better 
quality of housing for the lower income 
groups lies in the fact that if the 
method succeeds, it merely provides 
for a lower income group housing 
which was designed and constructed 
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for families with a different living scale 
and different housing needs. 

A more rational policy to follow 
seems to be one which would seek to 
maintain a healthy market and a 
proper adjustment of the supply to the 
demand im each price group, and to 
add to the supply in the ranges where 
an excess demand exists, with struc- 
tures designed to provide housing 
utilities suited to the needs of the 
families likely to utilize them. 


ADJUSTMENT BETWEEN SUPPLY AND 
DEMAND 


One of the major problems in the 
field of housing seems to be to main- 
tain a proper adjustment between sup- 
ply and demand. The problem is not 
only to keep the gross supply commen- 
surate with the demand, but to main- 
tain a distribution with respect to 
quality and price in accordance with 
the needs and ability to pay, of the 
population. At the lower price levels 
there remains the problem of how to 
supply the required quality at a price 
which can be met by the population 
in the lower income groups, but the 
practical solution of this problem 
depends to a large extent on the de- 
termination of the specific qualitative 
and quantitative need and the 
ability to pay for housing at this 
level. 

The adjustment of the gross or to- 
tal supply to gross demand might be 
maintained through a process of de- 
molition of obsolete structures at the 
same rate at which the demand con- 
tracts im periods of decreasing de- 
mand, and of replacing those struc- 
tures with new ones at the price and 
quality level at which the greatest de- 
mand exists in periods of rising de- 
mand. If these reductions and in- 
creases in supply were made at the 
same rate as the fluctuations in de- 
mand, the adjustment between sup- 
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ply and demand might be maintained 
and yet the total structures demol- 
ished and new structures built be 
practically the same as under the pres- 
ent system. 

The quantitative demand for hous- 
ing undoubtedly varies somewhat 
with time, and this variation must 
result in a variation in the rate of 
building. There is no logical reason, 
however, why the building industry 
should takee upon itself, in addition 
to keeping pace with an upturn in de- 
mand, the task of providing an excess 
of supply sufficient for several years 
to come. Such an oversupply must 
remain to stifle the industry itself and 
force upon it long periods of inactivity 
during which the demand overtakes 
the supply. 

Adjustment of the additions to and 
subtractions from the supply of dwell- 
ing structures to the rise and fall in 
demand, although eminently desirable 
and logical, must remain impractical 
only as long as it is impossible to 
measure practically the variation in 
demand. 

In view of this need for a practical 
measure of the difference between the 
available supply and the demand for 
housing, one is tempted to suggest a 
method for such a measurement. It 
might be advisable to review some of 
the basic characteristics of the hous- 
ing market and to determine from 
these characteristics what method of 
measurement might be expected to 
prove most fruitful. 


VACANCIES AND “Dousig Up” 


The first measure of excess supply 
which naturally comes to mind is the 
number of vacant structures: that is, 
the amount of housing produced above 
that consumed. Conversely, the 
most obvious measure of excess de- 
mand over supply would be the num- 
ber of families without individual 
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i 
dwelling units. Such families are 
commonly referred to as “doubled 
up”; that is, living in the same dwell- 
ing unit with one or more other fami- 
lies. These two quantities are un- 
doubtedly the fundamental factors in 
the supply-demand situation, but 
both, even if practically measurable, 
would still be subject to serious lim- 
itations. First, the number of dou- 
bled up families is not practically 
measurable. At least it,would be im- 
practical to attempt a periodic meas- 
ure of this quality for purposes of 
control. The second quantity, the 
number of vacancies, is subject to 
measurement. In fact, there are 
available at the present time more or 
less accurate and complete vacancy 
statistics for a considerable number of 
cities. 

If a consistent relationship could be 
shown to exist between vacancy and 
doubling up, it might still be sufficient 
to measure only vacancies and from 
those to determine roughly the 
amount of doubling up. Vacancies 
and doubling up are undoubtedly com- 
plementary in a sense. Ifthe doubled 
up families for some reason should be- 
gin to undouble, the result would tend 
to produce a decrease in vacancies. 
On the other hand, if temporarily re- 
duced incomes should cause an in- 
crease in doubling up, there should re- 
sult a tendency to increasing vacancy. 
The mathematical relationship be- 
tween the two, however, is not at the 
present time available, even though 
it may conceivably exist. The alge- 
braic difference between the number 
of doubled up families which do not 
occupy individual dwelling units and 
the vacant dwelling units which are 
available for occupancy must consti- 
tute a measure of the need for addi- 
tional dwelling units. This quantity 
will be positive when there exist more 
families than dwelling units, and nega- 
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tive when there are more dwelling 
units than families. 

If such a method of measuring the 
quantitative need for additional dwell- 
ing units were contemplated, detailed 
consideration of critical values for 
both vacancy and doubling up would 
be necessary. Undoubtedly a certain 
number of the doubled up families 
would not undouble because of social 
or family ties, even though dwelling 
units at a reasonable price were avail- 
able. On the other hand, it seems 
that in the larger cities at least a cer- 
tain number of vacancies must exist, 
except possibly in periods of extreme 
shortage, as “stock in trade” to facili- 
tate exchanges by families from one 
unit to another and to provide a cush- 
ion for even minute fluctuations in 
population. The size of this “nat- 
ural,’ “proper,” or “minimum” va- 
cancy ratio has been frequently dis- 
cussed, and one might be safe in as- 
signing an arbitrary value to this 
quantity with rather wide limits of 
variation, without seriously affecting 
the validity of a demand measure- 
ment. 


ÅBSORPTION oF Housine Unrrs 


The impracticability of securing 
data on extra families or doubled up 
families which constitute the accumu- 
lated excess demand eliminates the 
practicability of direct measurement 
of excess demand or excess supply. 
An indirect method of securing a prac- 
tical measure of the conditions im- 
mediately presents itself. As long as 
an added supply of dwellings is ab- 
sorbed by the population without add- 
ing to the unused supply which is 
evidenced by the number of vacancies, 
the added structures are drawing their 
occupants from the accumulated extra 
families or from new families acquired 
through immigration or marriage. It 
is not implied that these extra families 
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or new families directly occupy the 
new structures, but the process of 
absorption is the same. The number 
of units absorbed during a given pe- 
riod will be the number of units added 
to the supply plus the decrease in num- 
ber of vacancies. If the number of 
vacancies remains constant over a 
given period of time, then the units 
added during this period have all been 
absorbed. If the vacancies increase, 
then the decrease will be negative and 
must be subtracted from the number 
of units constructed. In this case, the 
number absorbed will be smaller than 
the number added. Thus, the num- 
ber of units absorbed may be either 
greater or smaller than the number 
constructed. The absorption coeffi- 
cient or absorption ratio may be ex- 
pressed as the ratio of the number of 
units absorbed to the number of units 
added to the supply, and will be 100 
per cent if all new units are absorbed, 
more than 100 per cent if the absorp- 
tion is greater than the net additions, 
and less than 100 per cent if more units 
are built than are absorbed. 

The ideal situation, of course, would 
be a continuing level of production 
which would exactly meet the absorp- 
tion. In this manner all the unsatis- 
fied demand would ultimately be 
absorbed without adding to the supply 
of unoccupied structures. When the 
absorption coefficient was found to be 
above 100 per cent the level of con- 
struction could be increased, and when 
the absorption fell below 100 per cent 
the construction activity could be re- 
duced until equilibrium was again re- 
stored. Through this process the ac- 
cumulated demand which is generally 
concealed in the form of extra families 
might be measured and provided for 
through its reaction to the additions 
to supply, even though it seems im- 
possible to measure it in total at any 
given time. Such a system would re- 
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quire a periodic count of inhabitable 
vacancies and a running record of ad- 
ditions to the supply, and of subtrac- 
tions from the supply through demoli- 
tion. Such data are actually collected 
in some cities at the present time and 
are not extremely difficult to collect. 

If the vacancy and construction 
data coulc be collected by several price 
groups on the basis of an approximete 
equivalence between construction cost 
and the rental range into which the 
new construction would be expected 
to enter, iż might be possible to meas- 
ure the absorption in each price range. 
In this way additions could be made to 
the supply in the price ranges where 
the unsatisfied demand existed. 
Through this process an adjustment 
could be maintained between the price 
and quality distribution of the supply 
and the income or purchasing power 
distribution in the demand. 

The true absorption of housing is 
not measured by the new structures 
purchased or occupied. If a part of 
the new structures occupied result in 
additional vacancies in other habitable 
structures, then not only is the market 
for, and tke value of, the older struc- 
tures endangered, but through their 
competition at lowered price levels the 
stability of value of the new structures 
is also endangered. As long as the 
occupants are being drawn either di- 
rectly or indirectly from the excess dz- 
mand in tae form of new families or 
extra families which undouble, the ad- 
ditional housing is truly absorbed. 
Otherwise, an excess supply is beirg 
forced on zhe market and will be ro 
less depressing to the market than an 
excess of new structures. The very 
fact that vacancies in the older struc- 
tures are, in the absence of a well- 
conducted periodic vacancy survey, 
less apparent to the builder and realtcr 
than unoccupied new structures, cor- 
tributes in no small manner to the cor.- 


130 


tinued overbuilding after the true de- 
mand has been satisfied. 


l 


GROUP INTERESTS 
The primary interests of the various 


groups concerned with the distribution 


and the consumption of housing are 
widely different. The builder is pri- 
marily interested only in the construc- 
tion and the disposal of new dwellings. 
His objective is maximum salability 
regardless of fundamental market con- 
ditions. f 

The interests of the home buyer and 
owner are very similar to those of the 
lending institution. Their objective 
is a healthy market condition, perhaps 
even a market slightly undersupplied, 
in order that property values may be 
well supported and protected against 
the ravages of oversupply. 

The interests of the tenant and the 
prospective purchaser are similar in 
that their objective is at least an ade- 
quate supply, in order that they may 
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have some freedom of choice and 
movement and be protected against a 
shortage in the supply. 

The interests of the realtor and real 
estate broker who honestly attempts 
to serve his clients—the buyer and the 
seller, the tenant and the landlord, the 
borrower and the lender—should com- 
bine the interests of all the other 
groups. His objective should be a 
healthy market in which the demand 
is neither oversupplied nor undersup- 
plied. He might well guide the build- 
ing industry toward the true market 
and thereby protect it from periods of 
feverish activity and costly inactivity. 
It seems that the interests, the abili- 
ties, and the responsibilities of the 
realtors and the lending institutions 
together are such that these men 
should assume the task of analyzing 
the housing market in their own com- 
munity and attempt to direct activi- 
ties into those channels which are most 
likely to keep the market healthy. 


J. Bion Philipson, Ph.D., has been housing econo- 
mist of the Division of Economics and Statistics, 


Federal Housing Administration, 


D. C., since 1934. 


Washington, 


Population Growth and Housing Demand 


By Warren S. THOMPSON 


HE general dependence of the 

housing market on the total 
growth of population is widely recog- 
nized. Clearly, the demand for hous- 
ing must come from a population to be 
housed. Prediction of demand for 
housing is of the essence of intelligent 
direction of private and governmental 
efforts to create new housing that will 
be in the best interests of society. 
Prediction of housing demand, there- 
fore, requires an appraisal of the util- 
ity of estimates of probable population 
growth as a method of deriving a basis 
for such prediction. 

In this discussion the usability of 
such a criterion as a guide to market 
analysis of housing demand will be ex- 
amined. Scrutiny of population data 
suggests a number of interrelations 
between housing and population 
trends which are of significance in the 
analysis of market demand. Consid- 
eration will be given, consequently, to 
what appears to be the most signifi- 
cant factors influencing the character 
of housing facilities required by the 
community. 


ESTIMATES or FUTURE POPULATION 


Table I gives an estimated future 
population by five-year age groups up 
to 1955. This estimate is based on the 
following assumptions: (a) that the 
birth rate will continue to decline but 
at a considerably slower rate than in 
the last fifteen years, the percentage 
decline for the white population be- 
tween 1930-1934 and 1955-1959 used 
in these calculations being 12.0; (b) 
that the expectation of life will con- 
tinue to increase, rising from 62.4 years 
for native whites in 1930-1934 to 67 
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years in 1955-1959; and (c) that 100,- 
000 immigrants will be admitted each 
year after 1940. It should also be 
noted that in order to make this cal- 
culation comparable to the census, two 
lines are added making allowance for’ 
the customary underenumeration of 
children under five years of age. 

It is realized that such estimates 
will be more or less inaccurate, but 
since all the people who will be inter- 
ested in providing living quarters for 
their families by 1955 are already born, 
future birth rates need not come into 
the calculations of housing needs un- 
less there is reason to expect a very 
great change in these rates during the 
next two decades. Thus the largest 
source of error in calculating future 
population is eliminated in confining 
our discussion to the population likely 
to be seeking living quarters for them- 
selves and their families. 


ESTIMATE oF FUTURE AGE 
DISTRIBUTION 


Table II shows the proportion of the 
calculated population 20-74 years of 
age In each five-year age group and at 
five-year time intervals from 1930 to 
1955, also the percentage of increase 
in the total population, in the popula- 
tion aged 20-74, and in each age 
group. 

The 20-74 group is dealt with here 
because it is assumed that people seek- 
ing housing will largely fall within 
these ages. The reasons for believing 
this will be the case are: (1) that 
younger people (under 20) will for the 
most part be living with their parents, 
and (2) that older people, who are 
relatively few in numbers in any event, 
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will probably be living with children 
or other kinsfolk. These assumptions 
are, no doubt, too broad, since it is 
reasonably certain that some younger 
people, as at present, will want quar- 
ters of their own; also it is only reason- 
able to suppose that older people who 
are rendered more or less independent 
by pensions will live by themselves 
more than they do now. But even 
though the demand for housing may 
grow somewhat faster fhan the popu- 
lation 20-74, the discrepancy between 
these two rates of growth between now 
and 1955 should not be large unless 
certain other conditions to be dis- 
cussed below come to prevail. 
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One of the most surprising things 
shown in Table II is the more rapid 
Increase in the population which will 
be seeking housing than in the total 
population. This difference arises 
from the very marked decline in the 
number of children while the number 
of persons in the older age groups goes 
on increasing in about the same pro- 
portion as the births of past decades. 
Weare very rapidly becoming an older 
population. 


Hovsine Inpex, 1930 ro 1955 


If one expresses the demand for 
housing by the population 20-74. in 
1930 as 100 and assumes that this de- 


TABLE J]-—Furure POPULATION or tHe Unrrep States, 1930 ro 1955 








(Thousands) 
Age 1930 1935 1940 1945 1950 1955 
Group 
ee 12,148.2 | 10,911.8 | 11,031.83 | 11,916.2 | 11,280.7 | 11,050.2 
BG tach ce cuee 12,617.4 | 11,936.0| 10,764.3| 10,919.8 | 11,113.1 | 11,184.7 
i eel  12,014.0 | 12,523.2 | 1,863.0 | 10,737.7 | 10,895.2 | 1,088.7 
IB-19. oc cece cece cee i1,561.0 | 11,910.9| 12,424.8 | 11,840.2| 10,726.8| 10,885.6 
20-24. a, oaoa. 10,878.8 | 11,897.3 | 11,759.9| 12,421.4 | 11,852.2 | 10,757.4 
TA 9,841.2 | 10,668.38 | 11,218.5 | 11,712.7| 12,378.8| 11,827.2 
80-34. ee 9,127.3 | 9,581.8 | 10,466.1 | 11,091.0] 11,596.0 | 12,266.0 
85-89... Lounaan. 9,215.8 | 8,845.7 9,360.0} 10,274.0 | 10,907.6 | 11,422.6 
A044. 00 coe cece eee 7,996.3 | 8,881.3 | 8,592.0] 9,122.7 | 10,039.7 | 10,682.4 
45-49. aoaaa. 7,047.7 | 7,619.8 | 8,525.3 | 8,283.9 | 8,820.4 | 9,736.9 
50-54. oauan. 5,980.3 | 6,614.9] 7,206.2 | 8,095.8 | 7,900.3 | 8,442.1 
BEBO... ccc ce cacee 4,649.2 | 5,490.8] 6,110.9] 6,690.1] 7,555.0} 7,421.5 
60-4. oc aaao. 3754.0 | 4,119.9} 4,888.01 5,465.01 6,023.0; 6,849.3 
65-69... eee cece eee 2,772.5 | 3,151.9 | 3,483.3 | 4,148.7] 4,666.4 | 5,195.0 
TO-A. aana. 1,951.5 2,133.0 | 2444.6] 2,721.7 | 3,273.9 | 3,784.0 
T59. aaan. 1,107.3 | 1,312.3 | 1,450.3) 1,678.9] 1,891.0 | 2,312.2 
80-BA. eee cece 535.2 601.4 722.6 807.9 951.6 | 1,097.3 
85-89. LoLa aa. 205.7 216.7 245.8 296.9 332.9 393.6 
90-94... 0.00000. e, 51.6 57.2 61.5 69.9 84.3 94.7 
T A ccc ccec cece 14.9 9.8 10.9 11.8 13.2 15.9 
Total 123,464.9 | 127,984.0 | 192,629.3 | 137,606.3 | 142,802.1 | 146,457.38 
Comparable to Census 
ee eee 11,453.4 | 0,282.1 | 10,395.1 | 10,566.5 | 10,623.4 | 10,401.0 
Total . 129,775.1 | 197,354.3 | 181,993.1 | 196,956.6 | 141,644.8 | 145,808.1 
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mand will increase as the population 
of this age increases, then the demand 
at five-year intervals up to 1955 will 
be expressed in the following numbers: 
1930—100, 1935-—107.2, 1940—114.8, 
1945—-123.0, 1950—129.8, and 1955— 
134.3. Thus it appears that the de- 
mand for housing based upon the age 
composition of the 1955 population 
will be almost 35 per cent greater than 
in 1930, while the increase of the total 
population will be only*about 19 per 
cent. 

Any such statement regarding the 
probable increase in the demand for 
housing is necessarily based upon a 
number of assumptions. For ex- 
ample, it assumes that the housing of 
1955 will be essentially the same as the 
housing of 1930 both in amount per 
family and in quality, although it is 
practically certain that neither of 
these conditions will obtain at that 
time. It also assumes that the large 
proportional increase in number of 
persons 65-74 receiving old age pen- 
sions in 1955 will only affect the de- 
mand for housing in proportion to the 
increase in their numbers, although 
there is reason to believe, as noted 
above, that it will do more than this. 
Besides, it assumes that the rate’ of 
obsolescence for existing housing will 
remain unchanged, which may or may 
not be the case. 

Such a housing index-also assumes 
that there will be no such great and 
widespread economic improvement in 
the ensuing twenty years that a new 
level of demand for housing will be es- 
tablished. It should be pointed out 
apropos of a heightened demand for 
housing per given unit of population 
that even at the peak of prosperity in 
the latter 1920’s, a very considerable 
part of our population could not afford 
decent homes. It seems reasonable to 
assume, therefore, that there has al- 
ways been a potential demand for 
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housing far greater than the actual 
demand. It is easy to imagine that 
a very widespread and substantial in- 
crease in the actual demand for hous- 
ing could be released by any marked 
improvement im standards of living, 
quite apart from the increase in the 
number of those seeking housing. 
The demand for more and better hous- 
ing due to increase in income has been 
an important factor in the housing in- 
dustry in the past, and there is no 
reason to think it will not be in the 
future. But naturally, the extent of 
the changes in the level of demand 
cannot be predicted, even though it is 
reasonably certain that some changes 
will take place. 

The index given above shows only 
the change in the population of those 
ages during which people are likely to 
be seeking housing, and can be con- 
sidered an index of housing demand 
only if all other factors remain as they 
were before the depression. This 
may appear a very useless sort of in- 
dex when the one reasonably certain 
thing is that conditions will not remain 
as they were. However, even with 
this limited scope, such an index 
should be a little more useful than an 
index based on increase of total popu- 
lation, or one based upon the mere ex- 
tension of past trends in housing con- 
struction. 


Size oF FAMILY 


Another trend in population growth 
which has some significance for those 
concerned with housing is the decrease 
in the size of the family. At the close 
of the nineteenth century the average 
white woman who lived through the 
reproductive period had borne 3.5 to 
4 children. Jn 1930 she was bearing 
only 2.2 children. The effects of this 
decrease in size of family on size of 
house are too well knewn to need la- 
boring. No longer are the large 
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houses of an earlier day being built, 
even in the country; while in the cities 
the single-family dwelling is disappear- 
ing almost in direct proportion to the 
increase in the size of the community. 
In both country and city, the size of 
the rooms also tends to decrease as 
housing is adapted to smaller families. 
It would appear that the dwelling 
apartment in the cities has now about 
reached the lower limit of size if there 
are to be any children at all in it. 
However, the size of the family is still 
declining, and it seems rather probable 
that in 1955 the average woman living 
through the childbearing period will 
bear fewer than two children. 

It is quite impossible to say whether 
the small family is the cause of the 
small dwelling or vice versa or both, or 
whether both small apartments and 
small families derive from still other 
causes, such as the inadequacy of in- 
come. It is rather probable that the 
influence of these factors is reciprocal. 
People with small families or no chil- 
dren at all demand small houses and 
apartments both because they are 
cheaper and because they are easier to 
care for, and, living in these small 
quarters, they find it difficult to raise 
another child even if they want to. 
Furthermore, once these small apart- 
ments become standard, people who 
want more room find that the larger 
quarters are either in less desirable 
lozations or in neighborhoods where 
the standard of living is quite beyond 
their means. Thus the small family 
exerts an influence toward making the 
smaller dwelling the standard type, 
and this smaller dwelling in turn tends 
to induce people to adjust the size of 
their families to it. It seems prob- 
able, however, that cost has been one 
of the most important factors, if not 
the most important, in bringing 
about the popularity of the small 
dwelling. 
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SUBURBAN GROWTH 


Another population trend which 
may exert considerable influence on 
housing demands is the drift to the 
suburbs—to the areas adjacent to the 
larger cities. Unfortunately the data 
at present available throw only a 
feeble light on probable future devel- 
opments. The rural areas satellite to 
the larger cities showed the greatest 
rate of growth of any part of our popu- 
lation during the decade 1920-1930. 
The rate of population increase in 
these satellite rural areas was 54 per 
cent, almost 2.5 times as great as that 
of the cities themselves. The growth 
of the satellite cities around the larger 
central cities was also at a much higher 
rate than that of the cities themselves. 
But as yet the absolute increase is 
greatest in the central cities, so that 
more new dwelling units are needed 
there than in the satellite areas. Thus 
from 1920 to 1930 the increase m the 
central cities of the 96 metropolitan 
districts of 1930 was 6,900,000, while 
that in satellite areas (both rural and 
urban) outside these cities was only 
5,176,000. 

Although the increase for these same 
districts between 1910 and 1920 can- 
not be calculated, the increase for the 
metropolitan districts, cities and ad- 
jacent territory, 1910-1920 shows that 
the latter areas grew much more rap- 
idly in this decade also. Hence, it 
seems highly probable that an increas- 
ing proportion of the population of 
metropolitan districts will be found in 
the suburban areas. .This means that 
the housing demands of these less 
densely settled areas around the great 
cities may soon surpass those of the 
central areas. Such a change in the 
distribution of population within the 
metropolitan areas will inevitably re- 
sult in some changes in the types of 
housing demanded by our larger urban 
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communities. It is generally beieved 
that the motives leading peorle to live 
in the suburbs are chiefly thc 3e grow- 
ing out of the desire for mce space 
koth indoors and outdoors. If this 
is the case, then it is reascnable to 
expect that the apartment house will 
rot make much headway o-—tside of 
the more congested areas of the 
city proper. Consequently tie single- 
family dwelling, or at most the two- 
and four-family house, would eppear 
Lkely to come into relativel; greater 
demand in the future. 


CHEAPER HOUSING 


The trend in the direction of build- 
ing a larger proportion of sing _e-zamily 
houses in the suburbs would no doubt 
be much accelerated if pre-fabricating 
single- or double-family homses at a 
bow cost should become precticable. 
Once good housing in sin¢le-zamily 
units is available at a cost witkin the 
means of the hand-laboring zlasses in 
the cities, the suburban mo~ensent is 
likely to be greatly accelerazed. For 
with cheap housing and particularly 
with houses that can be knoczed down 
and moved rather easily from one com- 
munity to another, it is highly prob- 
able that a new lower incom: stratum 
will be added to the suburbam popula- 
tion. Since the income groud that 
would thus be tapped is much larger 
than the group that can now afford to 
live in the suburbs, such a housing de- 
velopment might have a wery great 
effect in hastening the settement of 
the suburbs. Indeed, there is much 
reason to believe that durinz the next 
twenty years demand for new housing 
units would expand not the £5 rer cent 
indicated by population graw-h, but 
several times that amount if some new 
and cheaper type of housing were de- 
veloped. 

No one can doubt that a fourth or 
a third of the present howinz units 


Tue ANNAIS OF THE ÅMERICAN ACADEMY 


in use would be abandoned tomorrow 
if their tenants could afford something 
better; 1.e., the rate of obsolescence of 
the poorer one third of the housing 
now in use would be speeded up almost 
beyond belief if during the next two 
decades some such lowering of price 
and improvement in the quality of 
housing should take place as has taken 
place m automobile construction m 
the last two decades. Nor is there 
much doubt that a goodly portion of 
this new housing would be erected in 
the relatively thinly settled areas 
around our cities if the new ‘develop- 
ments in this field cheapened one- and 
two-family houses relatively to larger 
apartment buildings, as now appears 
highly probable. When these various 
probakilities are taken into account, 
the index of housing need based on 
the grewth of the population likely to 
be seexing housing should be looked 
upon as the very minimum demand 
under relatively unchanged social and 
econonic conditions. It is far more 
probable that improvement in the in- 
comes of laborers and the development 
of cheaper types of housing will ac- 
count for much the larger portion of 
the increased demand to be expected 
during the next few decades. 


IMMIGRATION 


As a factor influencing the housing 
needs of a community, immigration 
shoulc not be ignored. It seems 
rather hkely that the stoppage of im- 
migrazion may cause the abandon- 
ment of some of the worst housing in 
those zities which are most largely be- 
holdem to immigration for past growth. 
There can be little doubt that the 
newly arrived immigrant has been 
willing to put up with worse housing 
than most natives would tolerate. In- 
deed, it has been one of the regular 
features of American city life that the 
newly arrived immigrants were con- 
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tinually pushing earlier arrivals out of 
the cheaper tenements, only to be 
pushed out themselves by more recent 
arrivals. What effect the stoppage of 
immigration will have upon housing 
demand will depend upon whether or 
not there is any other group with low 
living standards ready to use this low- 
grade housing when the immigrant 
leaves it. If there is no replacing 
group, it is probable that the rate of 
obsolescence in the poorer quarters 
will be greatly speeded up. It may be 
taken for granted that only poverty 
will keep people in the worst quarter 
or third of our present housing units. 

The two groups which are now re- 
placing the foreign-born in the poorer 
quarters of many cities are the Negroes 
and the poor whites from the South. 
It seems unlikely, however, that they 
will ever again come into the cities in 
such numbers as they did during the 
decade 1920-1930, to say nothing 
of also replacing the immigrants. 
Therefore it is probable that we shall 
hear more and more about “blighted 
areas” in our cities. The elimination 
of immigration should also hasten the 
condemnation of some of our worst 
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housing and thus enhance the demand 
for new and better housing. 


UNCERTAINTY OF FORECAST 


The reader will notice the frequent 
use of “may,” “possibly,” “likely,” 
“probably,” and other terms indica- 
tive of doubt in the mind of the writer. 
This problematic treatment is un- 
satisfactory to the writer as well as 
the reader, but it cannot be avoided 
here, for we are dealing with future 
developments which are dependent 
upon such a variety of unknown fac- 
tors that one cannot be certain of any 
particular result. As in all social situ- 
ations, there are no “natural laws,” 
“established trends,” or “well under- 
stood forces” leading to inevitable re- 
sults. At every point we must qual- 
ify conclusions and be satisfied if we 
can discern some general trends which 
if we follow may enable us to make 
somewhat more intelligent adapta- 
tions than we otherwise could. Cer- 
tainly we cannot hope to forecast the 
demand for housing with any great 
success from studying probable popu- 
lation growth. There are too many 
other variables in the situation. 
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Industrial Location and the Housing Market 


By Epean M. Hoover, JR. 


ECHANIZATION of industrial 
operations means that provision 

for our simpler wants can be accom- 
plished with a smaller proportion of the 
available man power. Thus, while the 
number of gainfully employed workers 
in the United States increased 17.3 
‘per cent during the 1920’s, those en- 
gaged in agriculture were 1.8 per cent 
fewer at the end of the decade. For- 
estry and fishing declined 7.4 per cent.! 
The meat packing industry employed 
24 per cent fewer wage earners in 1929 
than in 1919, the flour and grain mills 
40 per cent fewer, and the leather in- 
dustries 32 per cent fewer, although 


“accessory” or “service” occupational 
groups grew faster than manufacturing 
between 1920 and 1930. 

The emphasis on less staple kinds of 
commodities leads us into a field where 
market competition is less in terms of 
price and more in terms of the distinc- 
tive features or reputation of Smith’s 
product as opposed to Brown’s. Both 
Smith and Brown feel the necessity for 
informing the public of the superior 
merits of their own brands, and mar- 
keting grows vastly in relative im- 
portance.‘ 

At the same time, a more complex 
and mechanized economy evidently 


TABLE ]—Percentracy Ratios or NUMBERS EMPLOYED IN PRINCIPAL SERVICE Groups 
: TO NUMBERS EMPLOYED IN MANUFACTURING, 1920 ann 1930 ? 


Cities of More Than 
United States 250,000 Population 
(Exclusive of 
Washington, D. C.) 
1920 1930 1920 1930 


BTACE So's Quit Erana VRANE 


Professional service............. 
Domestic and personal service 


manufacturing industry as a whole em- 
ployed only 2 per cent fewer.? 


INCREASE IN SERVICE GROUPS 


The cheapening of staple goods 
brings an increase in the demand for 
goods of a less strictly necessary 
character (the style grades of clothing, 
for example, and semi-luxuries) and for 
services. Table I shows that the 


1 U. S. Census, Occupations, 1930. 
2 Ibid., Manufacturers, 1929. 





3 Computed from data in U. S. Census, Occu- 
pations, 1930, and Roderick D. McKenzie, The 
Metropolitan Community (a monograph of the 
President’s Research Committee on Social 
Trends, xi, 8352 pp., New York and London: 
McGraw-Hill Book Co., Inc., 1983), pp. 51, 114. 

4 See J. K. Galbraith and J. D. Black, “The 
Quantitative Position of Marketing in the 
United States,” Quarterly Journal of Economies, 
Vol. XLIX, No. 3 (May 1985), pp. 394—413. It 
appears from their estimates (p. 410) that the 
numbers of those engaged in marketing increased 
Al per cent between 1920 and 1930, while those 
in manufacturing increased only 10 per cent and 
those in agriculture decreased 2 per cent. 


138 


~~ 


INDUSTRIAL LOCATION AND THE Hovustne MARKET 


calls for a larger group devoted to or- 
ganization, administration, and clerical 
work. 

Thus the advance of technology ac- 
counts for the relatively rapid increase 
of the occupational groups devoted to 
transportation, trade, and other serv- 
ices. We might surmise that such 
groups constitute a more important 
part of the working population in the 
larger urban centers, and Tables I and 
II would bear us out. Since 1920, 
most of the service groups have shown 
a greater tendency than has manufac- 
turing toward concentration in the 
cities, and specifically in the central 
parts of metropolitan areas. Con- 
tinued development of these types of 
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style or specialty lines, which can 
afford to pay high rents for the impor- 
tant advantage of being in close con- 
tact with markets, style sources, and 
specialized labor supply, because there 
is more of a service element in their 
products. Within individual firms, 
there is a differentiation between the 
manufacturing and storage activities, 
which often cannot afford downtown 
space, and the offices and marketing 
organization, which remain in the city 
center.® 


FurtTHER FACTORS IN . 
DECENTRALIZATION 


High rents and lack of suitable build- 
ing space are not the only forces tending 


TABLE II —FyLL-TıMmE EMPLOYSES IN Services, AMUSEMENTS, AND HOTELS 
PER THousanp POPULATION, 1933 * 


Services Amusements Hotels Total 
United States. .... l.u auna cece eee 2.90 0.71 1.74 5.86 
Census industrial areas............. 4.46 1.10 2.18 7.74 
Central cities of industrial areas* .... 6.08 1.41 3.21 10.70 
New York City. ..............0000. 7.08 1.43 3.25 11.76 
Borough of Manhattan............. 19.28 2.83 11.08 33.19 


a I have taken as the central cities of the industrial areas all those named in the census designa- 
tions of the areas. Several industrial areas include two such cities, and a few include three (e.g., 


Albany-Schenectady-Troy). 


service will tend, then, to further the 
urbanization of employment. 

The trend so often referred to as 
“industrial decentralization,” then, is a 
much more complex phenomenon than 
that designation implies. What is 
going on is really a real growth of the 
large cities, and at the same time a re- 
distribution of activities within them. 
The new and rapidly growing services 
and trades are preémpting the down- 
town locations, thus raising rents and 
forcing most types of manufacturing 
plants to take peripheral positions. 
Within individual industries there is a 
differentiation between the staple lines, 
which decentralize readily, and the 


“ Computed from data in U. S. Bureau of the 
Census, Census of American Business, 1988, 
Services, Amusements, and Hotels, Vol. III: 
Statistics for Counties and Cities (May 1935). 
The population figures used were those of the 
1930 census. 

6 In the first volume of the Regional Survey of 
New York and Its Environs, Major Economic 
Factors in Metropolitan Growth and Arrangement 
(xvii, 111 pp., New York: Regional Plan of New 
York and Its Environs, 1927), p. 104, Robert 
Murray Haig lists as follows the characteristics 
of types of manufacttirint suited to centralized 
city location: (a) no specialized buildings re- 
quired; (b) time or service factor an important 
element; (c) specialized, unstandardized, highly 
skilled work; (d) low ground area per worker 
required; (e) comparatively small scale; (£) ob- 
solete buildings suitable; (g) close contact with 
market required; (h) highly seasonal, fluctuating 
labor force; (i) style factor important. 
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to drive manufacturing industries out 
of the centers of cities and metropolitan 
areas. In many cases, other sub- 
stantial advantages of decentralization 
have appeared. 

One of these is the differential in 
costs of living, which is reflected and 
perhaps magnified in wage levels. This 
differential was recognized in the estab- 
lishment of separate wage minima for 
large and small cities in the NRA codes 
for those industries in which labor costs 
are important.” As long as the labor 
in the smaller settlement is comparably 
efficient, and adequate in supply, 
smaller communities are likely to con- 
tinue to offer substantial advantages 
for the location of industries with large 
labor costs. Those in which special- 
ized skill is important, however, tend 
to cling rather closely to established 
centers and labor markets of the indus- 
try. Industries with large or highly 
variable labor requirements also are 
not often adapted to small-town loca- 
tion, but may compromise on a location 
at the edge of a large urban area. 

The reason for the apparently in- 
creasing locational importance of low 
labor costs outside the urban centers 
is that certain transportation develop- 
ments have made it more feasible ,to 
take peripheral sites. The motor bus 
and the private automobile have helped 
to solve the once vexing question of 
labor supply in thinly settled neighbor- 
hoods, and the motor truck has made 
location on railroad spurs unnecessary 
for a large proportion of industries. 
The growth of the forwarding business 
and other phases of the integration of 
long- and short-distance transport ob- 
viously have a tendency to weaken the 

7It is estimated that “population differen- 
tials” (i.e., those according to size of city) were 
established in codes covering altogether about 51 
per cent of the wage earners in coded industries. 
Leverett S. Lyon, et al, The National Recovery 
Administration (xxii, 947 pp., Washington: 
Brookings Institution, 1935), pp. 326, 327. 
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once ceha advantages of sites near 
freight terminals.® 

The imdustrial change most fre- 
quently hailed as the prime factor in 
decentralization and in the abolition 
of the distinction between city and 
country is the use of electricity as mo- 
tive power in manufacturing. In 1923, 
40 pen cent of the horse power of indus- 
trial prime movers was accounted for 
by electric motors run on purchased 
current; and in addition, our manu- 
facturers converted into electricity 
nearly. half the power they generated 
themselves. By 1929, 53 per cent of 
the prime-mover horse power was elec- 
tric motors run on purchased current, 
and manufacturers converted into elec- 
tricity about three fifths of their plant- 
generated power.’ 

Ont relevant aspect of the use of 
electric power is that it can be applied 
economically in small units. The silk 
industry is one in which the introduc- 
tion of electrically driven machinery has 
facilitated the development of small 
workshops, in this country as well 
as abroad. But that does not neces- 
sarily| mean decentralization, and for 
manufacturing industry as a whole it 
is difficult to see that electric power has 
made} any reduction in the size of the 
manufacturing unit.!® 

Andther difference between electric 
and steam power is that the advantages 
of large-scale generation have more 
scope|in the former, because the power 
once | generated can be distributed 
farther. Electric current should be 

8 Shoe factories, for example, characteristically 
send their product by truck, either to its destina- 
tion or to a freight forwarder who combines the 
shipments of several manufacturers into carload 
lots. 

§ Statistical Abstract, 1935, p. 717. 

18 Size of plant is a particularly difficult vari- 
able fdr time comparisons. Employment data 
are subject to the influence of cyclical fluctuations 
in the rate of operations, and data for value of 


product or value added by manufacture contain 
a price factor as well. 
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cheaper, then, in places where there is 
an intensive and regular demand for it 
—ie., in the large industrial areas. 
The recent rate surveys of the Federal 
Power Commission indicate that this 
holds true in a general way, although 
the geographic pattern of power rates 
is so irregular and the rates themselves 
are so complex that no definite measure- 
ment of the differential has been made. 

In so far as power rates tend to be 
lower in the more densely settled in- 
dustrial areas, they would seem to 
encourage regional concentration. But 
within the area supplied by any one 
power system, electricity is generally 
supplied at a flat rate regardless of the 
user’s distance from the generating 
station, and intra-regional decentraliza- 
tion is thereby encouraged. 

Not often, however, is the cost of pow- 
er a decisive element in factory loca- 
tion. The recent report of the Study of 
Population Redistribution concluded: 

For the “average” industry . . . , other 
things being equal, purchased electric 
energy is too small an item to be a potent 
incentive in location. It exceeds one per 
cent of the value of manufactured products 
in only six of the forty-nine industries 
examined: clay products, glass, paper, 
chemicals, rubber goods, and cotton goods, 
tke highest ratio being 3.3 per cent in the 
case of chemicals not elsewhere classified. 


EXTENT AND CHARACTER OF 
INDUSTRIAL DECENTRALIZATION 


Recent statistical surveys have 
tended to upset impressions formerly 
current with regard to decentralization. 
The most complete of these surveys, 
which forms a part of the report of the 


4 Carter Goodrich, et al., Migration and Eco- 
nomic Opportunity (xvii, 763 pp., Philadelphia: 
University of Pennsylvania Fress, 1936), p. 385. 
Also of interest is a table in the National Re- 
sources Committee’s report, Regional Planning, 
Part I—Pacific Northwest (xxiv, 192 pp., Wash- 
ington, May 1936), p. 88, listing industries with 
especially high and especially low ratios of power 
ccnsuimptlion to wage earners employed in 1929. 
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Study of Population Redistribution,” 
shows that suburbanization is a more 
appropriate term than decentralization 
to describe current trends. The cen- 
tral cities of the chief industrial areas, 
in general, have declined in manufac- 
turing importance * relative to their 
peripheries, and certain industrial cities 
outside the industrial areas have in- 
creased their share of the national total 
of wage jobs, But there is no evidence 
of any general scattering of manufac- 
turing to small cities and towns outside 
the industrial areas.“ Such move- 
ments in that direction as were ob- 
served seem to be due to an effort to 
cut wage costs, associated either with 
labor union situations peculiar to the 
individual industry (e.g., in shoe manu- 
facturing) or with the intensification of 
price competition by severe business 
depression. 

Nor is there any permanence in the 
“back-to-the-farm” movement of the 
depression years. As Table III in- 
dicates, urban-rural migration is very 
strongly influenced by the business 
cycle. The security element in the 
rural standard of living caused a net 
migration back to the farms during the 
years 1930-1932, but the underlying 
trend is the other way. One of the 
signs of revival from the depression was 
the reéstablishment of what we have 
come to regard as the “normal” net 
balance of farm-to-city migration. 


PASSENGER TRANSPORT DEVELOP- 
MENT AND Housing DEMAND 


Reference has already been made to 
the improvement of means of daily 


12 Daniel B. Creamer, I$ Industry Decentraliz- 
ing?, published as Bulletin No. 3 (xii, 105 pp., 
Philadelphia: University of Pennsylvania Press, 
1935), and incorporated in Chapter VII of the 
final report, Migration and Economie Opportunity. 

13 As measured by wage jobs. 

14 It should be noted that the census industrial 
areas, being made up of entire counties, include 
many small “satellite” towns. 
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TABLE ITTl—Micratrion BETWEEN Farms AND CITIES 
AND CHANEE I4 Farm POPTLATION, 1920-1934 % 


(All figures in thousands) 
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commutation transport—especially the 
bus and the private automobile—as a 
factor making the location of faztories 
more amenable to suburbenization. 
This works, moreover, both ways. Not 
cnly is the factory less dependent on 
cearness to its labor supply bat the 
employee is less dependent on nearness 
to his job. 

Even the railroads have shazed to 
some extent in increasing the commut- 
ing range, with improvements in speed 
and service in this type of traffic. The 
average commuter’s ride on Class I 
steam railroads increased from 14.3 
miles in 1922 to 15.8 miles in 1934.15 
But the greatest factor in loossning the 
geographical] tie between work and 
tome, especially outside of the dense 
traffic areas of the larger cits, is the 
automobile. The following passages 
show its effect on the resnleuce of 
miners: 

1 “Farm Population and Migraton to and 
from Farms,” Monthly Labor Review Vol. XLI, 
Mo. 2 (Aug. 1935), pp. 358-359. 


16 Interstate Commerce Commissicn, Statistics 
o Railways in the United States, 1934, p.. S-49. 


During the late twenties, while the num- 
ber of mines was thus generally declining, 
the hard road and the low-priced car were 
enabling miners to live at greater distances 
from their places of work. 

Until very recently, . . . except for the 
work train, the miner had to live within 
walking distance. Characteristically, he 
was limited to a cluster of houses built in the 
shadow of the tipple or to a farm within 
some four miles’ distance. 

But in the last ten years, the limit of daily 
travel has been doubled or quadrupled by 
the net of highways spreading through the 
mining fields. ... From many districts 
come reports of men traveling 10, 15, or 
even 25 miles to and from work. . . . 

In part, the increasing range of daily 
travel is a symptom of unemployment, as 
men are forced to seek work at greater 
distances from home. In part, also, it is 
prompted by a preference for the larger 
community over the company town or the 
isolated patch. Whatever the motives, 
the mine worker is acquiring a new freedom 
of movement, which allows him greater 
range in choice of habitation. 

. . a growing number of men are driving 
out to work from the larger, centrally lo- 
cated communities. 
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The accretions of the larger communities 
tend to occur along the highways leading in 
and out.1? 


It seems that a similar effect has 
been realized in the case of the worker 
in commerce and manufacturing. But 
whereas the miner uses his new mobil- 
ity to transfer his residence to a larger 
settlement, the city dweller is likely to 
take advantage of his by settling in a 
less congested suburb. Thus both ex- 
tremes of population concentration are 
mitigated. 


APPRAISAL oF Housing DEMAND 


Improved transportation and the 
forces of technical progress introduce 
factors which influence the permanency 
of use of land in metropolitan areas. 
To the extent that they express them- 
selves in greater mobility of population, 
the estimation of housing demand be- 
comes more complex. Clearly, an 
appraisal of the trend of effective hous- 
ing demand in any city or neighborhood 
involves a consideration of all the fac- 
tors relevant to local population growth 
and shifts in such population. Con- 
sideration of the actual distribution of 
housing demand depends not only on 
the number of people whe want housing 
in a given area. The ability of those 
seeking housing to pay for the kind of 
accommodations needed by them, and 
the facilities for financing and con- 
structing residential units, are factors 
which must be appraised. The greater 
the mobility of population, the more 
difficult it becomes to estimate effec- 
tive demand for housing in any area, 
and the less the stability of investment 
in housing becomes. Rapid changes 
in uses of land tend to accelerate ob- 
solescence of property. The direction 
and force of some of the significant 


i Migration and Economic Opportunity, op. 
ci., pp. 311-318. The section of the report from 
which the above quotations are made was pre- 
pared by Frederick G. Tryon. 
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broad influences of industrial change 
are suggested by the description of cur- 
rent industrial changes outlined above. 

Numerous factors that must be con- 
sidered in measuring the demand for 
housing are suggested by the recent 
attempt of the Federal Housing Ad- 
ministration to determine housing- 
market quotas.® In determining a 
group of city and county housing- 
market quotas, it averaged the following 
indicators: (a) population in 1930; '° 
(b) number of one- and two-family 
dwellings; (c) value of owned non-farm 
homes; (d) index of purchasing power, 
based on income tax returns, residential 
telephones, and automobile registra- 
tions, weighted equally; (e) retail out- 
lets in the building group. 


SUMMARY 


In conclusion, we may generalize to 
this extent on the relation of current in- 
dustrial changes to the housing market: 

1. The basic trend of industrial 
mechanization is increasing the impor- 
tance of the trade and service groups 
in our working population. These 
groups show a relative concentration 
in large urban centers, and seem to be 
crowding manufacturing plants to the 
suburban zones. 

2. The suburbanization of manufac- 
turing has been furthered by the de- 
velopment of bus and truck transpor- 
tation, and to a minor extent by the use 
of electric power. 

18 United States Housing Market—-Housing 
Statistics and Market Quotas, Washington, May 
1935. The quotas (which are stated to be ap- 
proximately two sevenths of the normal annual 
expenditure for housing) vary by metropolitan 
districts from $6.69 perscaptta in the Johnstown 
district to $14.00 per capita in the Des Moines 
district. 

18 Tt is noteworthy that no account was taken 
of the rate of growth of population. One finds 
a small but definite correlation, however, be- 
tween the FHA quotas per capita for the 96 


metropolitan districts and the 1920-19380 rate of 
population increase for those districts. 
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3. The evidence suggests that scatter- 
ing of manufacturing to small outlying 
towns is confined to a few industries, 
and is largely a depression phenomenon, 
which cannot be regarded as an estab- 

lished trend. The “back-to-the-farm” 
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migration is likewise cyclical in char- 
acter. 

4. Recent developments in passenger 
transport have extended the commuting 
radius and thus loosened the tie between 
location of jobs and location of homes. 


Edgar M. Hoover, Jr., Ph.D., is assistant professor — 
of economics at the Unwersity of Michigan, Ann Arbor. 
He has served as instructor and tutor in economics at 
Harvard University, and is the author of “Location The- 
ory and the Shoe and Leather Industries” (in press) 
and articles in economic journals. 


The Costs of Bad Housing 


By Epita Ermer Woop 


HE social and economic costs of 

bad housing are old subjects of 
discussion, but our supply of relevant 
factual material has increased so 
greatly in the last few years as to 
justify revaluation. Naturally, not 
all the new material is of equal valid- 
ity, and not all who qucte it do so with 
equal care. Hasty generalizations, 
claiming too much, often prove 
boomerangs. 


Socrau Costs 


Social costs may be summed up in 
terms of sickness, injuries and deaths, 
delinquency and crime, decrease in in- 
dustrial efficiency, lowering of the 
quality of citizenship, increase of fam- 
ily disintegration, and social unrest. 
This article is limited to the first-men- 
tioned groups, where the newer mate- 
rial is found. 


Health and safety hazards 


The earliest observers, a century 
ago, warned of the connection between 
bad housing and disease, especially be- 
tween overcrowding and epidemic dis- 
ease. Early sanitarians battled for 
city sewers, pure water, and collection 
of refuse. But in many American 
communities these elementary needs 
have never been extended to low-rent 
housing. 

Later it was discovered that sun- 
light and fresh air are essential to 
health, from which it followed that 
dark and semidark rooms, or rooms 
without means of ventilation, are 
inimical to health. In such dwellings 
a tuberculosis patient has scant chance 
for recovery, and his family face 
greatly increased danger of infection. 


The prevalence of rickets among chil- 
dren increases sharply. Rheumatism 
and respiratory diseases flourish in the 
dampness of cellar homes or where 
roofs and walls are no longer water- 
proof. 

Social phenomena are complex. 
Few have a single cause. Few fulfill 
the requirements of a controlled labo- 
ratory experiment. This is true in 
matters of physical health and also in 
matters of mental and moral health. 
We must be content to note that the 
correlation of high general death rates, 
sickness rates, and infant mortality 
rates with areas of recognized bad 
housing raises a presumption of causal 
connection, though it does not exclude 
the simullaneous influence of other 
factors such as poverty, ignorance, or 
race, 

A careful piece of work in sepa- 
rating some of these factors was done 
by the Children’s Bureau in its 1925 
report, “Causal Factors in Infant Mor- 
tality,” summarizing the results of a 
series of studies in eight American 
cities. Infant mortality rates were 
found for groups classified by race, by 
income, ard by coefficient of room 
density, which is the number of per- 
sons in a home divided by the number 
of rooms. Where room density was 
less than one, the infant mortality rate 
was only 52 per 1,000 births, against 
94 where the density was between one 
and two, and 135.7 for two and over. 
Elimination of the effects of race and 
income left the rate still twice as high 
in overcrowded as in spacious homes. 

An older but much quoted example, 
where the Lousing factor is nearly iso- 
lated, is found in the before-and-after 
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statistics of the Liverpool Health De- 
partment. Liverpool was a pioneer 
in municipal slum clearance and hous- 
ing, and as early as 1897 adopted the 
policy of getting the identical families 
displaced by clearance into the new 
houses. In various projects, such re- 
housed families reached‘from 77 to 99 
per cent of the total. Slum clearance 
being a public health measure in Great 
Britain, it was the health officer who 
recommended an area for clearance, 
-submitting general, tuberculosis, and 
infant death rates in comparison with 
city averages to justify his recommen- 
dations. In Liverpool, at least, subse- 
quent statistics were presented to 
check results. -A 50 per cent cut in all 
these rates after a few years was not 
unusual. In tuberculosis, it was often 
more. 

Among the most impeccably gath- 
ered, presented, and interpreted sta-, 
tistics of housing, health, and delin- 
quency in recent years are the massive 
volumes on Cleveland by Howard 
Whipple Green.’ He divides the city 
into 14 economic areas on the basis of 
rentals recorded in the 1930 census. 
In the lowest, rents average below $15 
a month; in the highest, $100 and over. 
In the two highest-rent areas cop- 
bined, the general death rate was only 
7.2 per 1,000. In the lowest two, it 
was 15.. The average for the city was 
11. These rates were standardized 
for age and sex. Similarly, the tuber- 
culosis death rate per 100,000 popula- 
tion 25-44 years of age varied from 34 
in the highest economic areas to 215 
in the lowest. Separate classification 
of white and Negro deaths would show 

1 Population by Census Tracts, Cleveland and 
Vicinity, 41 pp., Cleveland: Cleveland Health 
Council, 1931; Population Characteristics by 
Census Tracts, 236 pp., Cleveland: Plain Dealer 
Pub. Co., 1931; Standards of Living in the 
Cleveland Metropolitan District as Depicted by 


the Federal Real Property Inventory, 676 pp., 
Cleveland: Committee on the R.P.I., 1935. 
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that part, but only part, of this enor- 
mous difference was due to race. 

Similar figures could be multiplied 
indefinitely. The New York Health 
Department collects. a vast amount of 
basic material. Some of it has been 
used in the spot maps and rate maps 
prepared by the Slum Clearance Com- 
mittee in 1934 to demonstrate the gen- 
eral coincidence of high infant mor- 
tality, high tuberculosis case and 
death rates, and high venereal disease 
rates with areas of land overcrowd- 
ing and deteriorated housing. Negro 
Harlem also demonstrates the racial 
factor. Better health conditions pro- 
duced by homes built under the Tene- 
ment House Law of 1901 are reflected 
in the superior health records of the 
newer boroughs built largely since that 
date. Queens and the Bronx, each 
with population over a million, have 
general death rates between 7 and 8 
per 1,000, while Manhattan, with 81 
per cent of her residential structures 
built before 1900, has over 14. 

Apart from its menace to health, 
bad housing often involves extra fire 
risks. The yearly death toll in the 
old-law tenements of New York, with 
their wooden stair-halls and imade- 
quate fire escapes, is a grim illustra- 
tion. Occasionally worn-out houses 
collapse on their inmates, as happened 
recently in Philadelphia. More often, 
tenants are injured by falling ceilings 
or broken stairways. Children who 
have no yards to play in are in daily 
peril on the street. 


Delinquency and crime 


Little research has been. done in 
tracing environmental factors in men- 
tal and nervous breakdowns and emo- _ 
tional instability. Addresses of men- 
tal institutional patients have been 
plotted occasionally and show heavy 
rates for slum areas, especially lodging 
house areas, but the study is in its in- 
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fancy. Careful investigation of emo- 
tional instability in its early stages, as 
it develops in a hyper-excitable child 
who is getting insufficient rest, sleep, 
and fresh air, might lead to conclu- 
sions of practical value in the preven- 
tion of delinquency and crime. A 
crowded home in a crowded tenement 
is one of the noisiest, nerve-joltingest, 
least restful spots on the face of the 
earth. A young child’s nervous sys- 
tem is far more susceptible to injury 
than an adult’s. Case histories show 
the disproportionate prevalence of 
emotional instability among delin- 
quents and criminals. It is hardly 
questionable that it constitutes an im- 
portant predisposing factor. It may 
turn out that city tenements, in an al- 
most mechanical way, are multiplying 
the number of children who suffer 
from this defect. 

The work of Clifford Shaw in plot- 
ting Chicago’s “Delinquency Areas” ? 
and calculating their delinquency 
rates, and his later similar studies in 
six other cities for “Causes and Cure 
of Crime,” 3 are our richest sources of 
information on the localization of de- 
Iinquency. In Chicago, Shaw plotted 
some sixty thousand home addresses 
on maps of the city. They were in ten 
groups and extended over a period of 
thirty years. There were groups of 
truants, of boys brought before the 
juvenile court, of delinquent girls, of 
youths charged with crime, and of 
adult male offenders. What the maps 
showed clearly was that the homes of 
the individuals composing any of these 
groups at any time during the period 
were not distributed evenly over the 
city by area or by population, but 
were concentrated in certain localities 
of congestion and blight. In Chicago 

* Clifford R. Shaw, et al., Delinquency Areas, 
214 pp., Chicago: University of Chicago Press, 
1929. 


In Report of National Commission on Law 
Observance and Enforcement, 1931. 
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these areas were around the Loop, the 
stockyards, and the steel mills. Since 
the delinquency areas remained in the 
same localities during thirty years, 
while the racial makeup of the popula- 
tion changed several times, the racial 
predisposition theory of delinquency 
seemed to be pretty well refuted. 

Shaw points out that while high de- 
linquency rates and bad housing occur 
together, it does not necessarily follow 
that one is the cause of the other. 
Both may be the result of a tertium 
quid such as poverty. For practical 
purposes, he agrees that improved 
housing conditions in these areas 
would probably decrease delinquency 
and crime, provided whole neighbor- 
hoods were rebuilt at one time. 

In this proviso Shaw is, I think, 
justified, for it is bad associates rather 
than bad bricks and mortar that incite 
to delinquency. But it is the lack of 
play space indoors and of a house yard 
where young children can play out- 
doors under their mother’s eye that 
forces mere babies on to the street and 
under the influence of whatever asso- 
clates they stumble on. The pro- 
longed infancy of the human race is an 
advantage only if it means prolonged 
protection and education. Otherwise 
it is a handicap. A three-day-old 
chick is much better qualified to take 
care of himself than a three-year-old 
child. Manners and morals are ac- 
quired by imitation of associates. 
Three-year-olds are not discriminat- 
ing. Bad behavior catches their at- 
tention more easily than good. They 
graduate from one ganglet to another. 
The damage is done before they start 
to school. These youngsters need 
new homes, but the homes must be set 
among new and safe playgrounds. 


Economic Costs 


Within the last three years studies 
have been made of the excess cost of 
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slums to the taxpayers, which have 
forced the tired business man to sit up 
and take notice. To this aspect we 
confine ourselves, although it must be 
remembered that cost to the taxpayers 
is only part of the economic waste In- 
volved in slums. 


Indianapolis 


In the summer of 1933 a study was 
made in Indianapolis by the Bureau 
of Social Research of Indiana Uni- 
versity, R. Clyde White, director. 
Eleven census tracts with deteriorated 
housing near the center of the city 
were picked as probable areas of great- 
est economic drain. With 10.4 per 
cent of the population, they absorbed 
30 per cent of city hospital service dur- 
ing the year 1932 and furnished 24 
per cent of cases treated in the vene- 
real disease clinic and 19.1 per cent of 
patients at the hospital for the insane. 
The cost of extinguishing fires was 
16.7 per cent of the total for the city. 
Residents of the district were responsi- 
ble for 36 per cent of what the city 
spent to arrest, try, and imprison 
felons, and almost 25 per cent in the 
case of misdemeanants. 

A small area containing only 1,500 
population was selected for further 
study. A  profit-and-loss statement 
was drawn up which shows the method 
followed. Assessed valuations for the 
area multiplied by the tax rate gave 
the theoretical mcome. From this 
was deducted the 32.55 per cent tax 
delinquency to show actual income. 
The average per capita cost of govern- 
ment in Indianapolis was $38.56. 
Within the area-it was $61.85. The 
total cost of the area to Indianapolis 
taxpayers was $92,775, and its total 
contribution in taxes $11,312.30, leav- 
ing a deficit of $81,462.70. 


Cleveland 
Early in 1934 appeared “An Analy- 
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sis of a Slum Area in Cleveland” * by 
the Rev. R. B. Navin and others under 
the general supervision of Howard 
Whipple Green, which dug a little 
deeper into the subject. A deterio- 
rated central area was chosen, contain- 
ing 2.5 per cent of the population, 
occupying only 34 of 1 per cent of the 
city area. Its population was pre- 
dominantly Negro and Italian, and 
had decreased 27 per cent between 
1920 and 1930. Income from all 
sources is compared with expenditures 
for direct service of the county and 
Board of Education as well as the city, 
but tax delinquency is not deducted. 
“Direct service” is the sort that can be 
apportioned to a locality, while general 
administrative expenses of the city are 
distributed uniformly. In 1932 the 
cost to Cleveland taxpayers for direct 
services to the area was $1,356,988, 
and the tax-rate Income (which was 
not all paid) was $225,035, leaving a 
deficit of $1,131,953. Unofficial wel- 
fare agencies in the neighborhood 
spent $615,459. 

Put in another way, the tax-rate in- 
come from this slum was $10.12 per 
capita, while the cost of operating the 
section was $61.22 per capita. “In 
other words the city of Cleveland 
subsidized each man, woman and child 
in this area to an amount of $51.10 in 
1932. This seems to be a rather large 
subsidy for the privilege of maintain- 
ing a slum area.’ The private welfare 
societies spent $27.68 per capita in the 
area, making altogether “the rather 
stupendous amount” of $315 annually 
per family of four persons. 


Boston 


Following Indianapolis and Cleve- 
land, a number of cities made similar 
studies of varying value. One stands 
out, however, because of its objectiv- 


* Cleveland Metropolitan Housing Authority. 
27 pp. 


Tue Costs or Bap Housine 


ity, its city-wide scope, and the new 
facts which it brought out. This was 
the 1935 report of the City Planning 
Board on the “Income and Cost Study 
of the City of Boston.” 

Critics of the Indianapolis and 
Cleveland figures had suggested that 
probably all residential districts paid 
less in taxes than they received in 
services, the deficit being made up by 
business and industry. There being 
no information available either in 
proof or in disproof, the Boston City 
Planning Board in 1934 undertook to 
test this hypothesis in six small sample 
areas representing business, industry, 
and four types of housing. It was 
found that the business district and 
the high-rent residential district gave 
the city a large surplus, the industrial 
and medium-rent districts a small one. 
The suburban district, with detached 
houses, had a small deficit, and the 
low-rental district a large one. 

This little study aroused so much 
interest that it was decided to extend 
it to cover the whole city. A fifth 
residential area was added between 
the low-rental and suburban areas, to 
contain the wooden three-deckers 
characteristic of Boston and vicinity. 

The principal correction made by 
the city-wide study in the results of 
the sample study was that the sum 
total of all Boston’s industrial tracts 
showed a small deficit. There are evi- 
dently two kinds of industrial tract— 
the prosperous one which shows a tax 
surplus, and the blighted one which 
shows a deficit. 

The method used in allocating costs 
results, it seems to this commentator, 
in an understatement of the differ- 
ences between tracts. For instance, 
50 per cent of the cost of maintaining 
the Fire Department is considered of 
general benefit and allotted to assessed 
values, while 50 per cent is allotted to 
service rendered by location of alarms 
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according to average cost per alarm. 
In the Hospital Department, 25 per 
cent is considered general cost, and 75 
per cent service rendered. Police De- 
partment costs are divided on a 50-50 
basis. It is hard to see why all of 
these costs should not be charged to 
the areas receiving the corresponding 
services. 

As a matter of fact, in comparing 
studies so differently planned, in cities 
of such different types as Indianapolis, 
Cleveland, and Boston, one is aston- 
ished not by the differences but by the 
similarity of essential results. Cleve- 
land, it will be remembered, puts the 
per capita excess of cost over income in 
her selected slum area, with 22,000 
population, at $51.10; Indianapolis, in 
a selected slum district with only 1,500 
inhabitants, puts the per capita excess 
cost at $54.31. But Indianapolis de- 
ducted tax delinquency from income, 
while the two other cities did not. 
Making the necessary correction, her 
per capita becomes $50.64, which is to 
all intents and purposes the same as 
Cleveland’s. And Boston, reporting 
on all its low-rental areas, with a popu- 
lation of 69,000, in spite of cautious 
understatements, arrives at a per 
capita excess cost of $48.24! 

The Boston study shows that 22 per 
cent of the gross area of the city has a 
net income of $18,339,714, and 78 per 
cent of the area shows a net cost of 
$18,156,419. “About 22.5 per cent of 
the population live in the suburban 
areas, which cover 45 per cent of the 
city’s total acreage and are responsible 
for about 18 per cent of the deficit. 
About 29 per cent of the population 
live in the three-decker areas, which 
cover 11 per cent and are responsible 
for 41.5 per cent of the deficit. About 
9 per cent of the population live in the 
low-rental areas which cover nearly 2 
per cent of the area and are responsible 
for over 21 per cent of the deficit.” 
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CONCLUSIONS : 


It is not to be concluded, of course, 
from these facts that all census tracts 
should show a balance between taxes 
paid and services received, or that 
those in the red are parasitic. Busi- 
ness and industry exist to create 
wealth to maintain homes and rear 
children. It is logical for taxes from 
the business district to pay for schools 
in residential districts. What is un- 
wholesome is the excess cost of the bad 
housing areas due to excess illness, ex- 
cess fire hazards, and excess delin- 
quency and crime. We are indebted 
to the Boston study for proving that 
there is an average per capita deficit 
for non-slum residential areas which 
should be subtracted from the per 
capita deficit in a slum area to find its 
true excess cost as a slum. In the 
case of Boston the average per capita 
deficit for all non-slum residential 
areas would seem to be $10.81. Sub- 
tracting this from $48.24 leaves $37.43. 

This appears to give us a fairly ac- 
curate measure of the economic cost 
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of slum areas to the taxpayers. But 
we are not justified in assuming that 
all of it would be saved if slums were 
demolished and the people rehoused. 
Computations of excess cost of slums 
always and properly include the large 
item of relief. But families live in the 
slums because they are poor. They 
are not, to any measurable extent, 
made poor by living m the slums. 
Better health may increase earning 
power, and better environment stimu- 
late ambition, but no one should ex- 
pect the disappearance of slums to 
abolish poverty. Neither would ill- 
ness, death, or delinquency be abol- 
ished. 

. On the other hand, European ex- 
perience justifies belief that in a few 
years the death rates, sickness rates, 
and delinquency rates of a trans- 
planted slum population would ap- 
proach the city average. And what 
the taxpayers would save would go a 
long way toward paying the clearance 
and housing bill, which it is their duty 
in any case to incur in the interest of 
crime prevention and public health. 
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_ The Subsidy in Low-Rental Housing 


By Evans CLARK 


ANY people wonder why we do 
not leave low-rent housing to 
the private real estate operator and 
let it goat that. Others urge this pol- 
icy with vehemence. But the fact is 
that private enterprise has not been 
enterprising enough to build houses in 
our big cities with rents low enough so 
that the masses of people can live in 
them. And in this instance the indi- 
vidual private promoter can hardly be 
blamed. It is impossible for him to 
do it and make a profit. 

All of which is a commentary on the 
workability of the capitalist system 
under which we are supposed to live. 
It seems to be possible to provide 
enough new food and clothing to the 
poorer nine tenths of the employed 
population—at least to keep them 
alive—and to make a profit in the 
process. But when it comes to shel- 
ter, it does not seem to work. The 
only houses which the masses of the 
poor can afford to use are old, cast-off 
ones which the rest of the population 
do not consider fit to live in and from 
which they have long since retired. 

Of course there is nothing very new 
or revolutionary in the failure of capi- 
talism in certain areas of our economic 
life. The same thing has happened in 
the case of highways, in transporting 
mail matter, in furnishing education, 
and, to give some local New York 
color, in running ferries across the 
East River and the Upper Bay and in 
the building and operation of bridges 
and tunnels to New Jersey. When 
this occurs, the government steps in 
and does the job. Nor do we think 
that communism or socialism is “ush- 
ered in” by the event. 

The reason why private enterprise 
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cannot prcduce houses for the urban 
masses is a matter of arithmetic. The 
broad outlines are simple, even though 
the details may be complex. 


Rents Must Come Down ro $6 


Two figures are important to keep 
inmind. The first is $11 and the sec- 
ond is $6. The $11 is about the lowest 
rent per room per month at which 
private enterprise has been able to 
furnish new dwellings in our big cities. 
The $6 represents the most the 
masses of people can afford to pay. 
These two figures reduce the housing 
situation to a nutshell. The problem 
is, of course, how to produce new 
buildings at such a low cost that rents 
can be reduced from $11 to $6—or, to 
put it in more human terms, how to 
build new houses in which slum dwell- 
ers can afford to live. 

The more radically inclined often 
urge that the way to do it is not to 
bring rents down, but to boost wages 
up. This is theoretically correct— 
even from the point of view of the aca- 
demic economist. An equilibrium be- 
tween prices and wages—both on a 
high level—is an ideal to which even 
Hoover committees have bent the 
knee. Alsc, the higher wages part of 
it is good socialist doctrine. But if 
cutting rents down is difficult, forcing 
the general level of wages up is infi- 
nitely more so. We have a real 
chance to get rents down in the here 
and now, kut not, unfortunately, to 
get the general level of wages very far 
up. 
To get back to the arithmetic: how 
do we know that $6 is the highest rent 
which the masses can pay? An in- 
ventory of real property was taken in 
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1934 by the United States Govern- 
ment in sixty-four of the leading 
American cities. In one third of all 
the rented dwellings covered, the rent 
actually paid was less than $20 per 
apartment per month. This is about 
$5.75 aroom. Presumably these peo- 
ple would pay more for better houses 
if they could afford to. 

Other figures confirm this. In 
these same cities it was found that 
two thirds of the families earned less 
than $1,327 a year. It is well known 
that low-income families pay about 
20 per cent of their earnings for rent. 
Twenty per cent of $1,327 is $265 a 
year, or about $6.25 per room per 
month. In other words, $6.25 is 
about all that two thirds of our city 
dwellers can pay. The usual rent 
paid in old-law tenements in New 
York City is about $5, but about a 
dollar more should be added for heat. 
Six dollars is undoubtedly the average 
rental figure that must be achieved if 
the masses are to be decently housed. 


Private Prosser Rents Too 
Hicx 


Now for the other side of the equa- 
tion. How do we know that private 
enterprise cannot get rents lower than 
$11? An average of $11.80 is the low- 
est rent in any of the so-called limited 
dividend housing developments in 
New York—in the Hillside project lo- 
cated in the upper and outer reaches 
of the Bronx, far from places where the 
masses of people work. Nor is Hill- 
side a Simon-pure private enterprise. 
Hillside and similar projects have re- 
ceived Federal Government aid in the 
form of loans, some at 4 per cent inter- 
est, and are limited as to dividends to 
6 per cent. But they were promoted 
by private interests and financed 
mostly by private capital, and are 
owned and operated by private in- 
terests. 
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Other well-known recent limited 
dividend housing developments in 
New York include Knickerbocker Vil- 
lage on the lower East Side, where 
rents are over $14 a room and to which 
the Federal Government loaned about 
$8,000,000 at 5 per cent interest; and 
the Boulevard Gardens project in 
Woodside, Long Island, financed by a 
4 per cent loan. Rents there are 
$12. 

Unlimited dividend private housing 
projects in the same general class of 
construction, such as Flagg Court, 
Thomas Gardens, and the Dunbar 
apartments, show rental figures of 
$12.50 to $19 a room. | 

Last winter the private real estate 
interests put on a campaign to make 
the public believe that the city slum 
housing problem could be met—ex- 
cept for the very lowest income group 
—hby private enterprise. The Com- 
mittee for Economic Recovery, for ex- 
ample, claimed that private interests 
could house all the slum population 
except those families with incomes of 
less than $1,000. Their plan was to 
promote the building of separate six- 
room houses in outlying sections, 
which would be sold—not rented—for 
$3,500. But a house of that sort 
would cost at least $4,500 anywhere 
near the center of a big city, and you 
cannot force city factory workers to 
become suburbanites. The carrying 
charges on a house of that kind—in- 
terest on the mortgage, even at the 
low rate of 344 per cent which the 
committee thought could be arranged, 
taxes, heat, repairs, and insurance— 
would amount to over $7 per room per 
month. This is more than $1 per 
room per month more than the masses 
can afford. And, in addition, the plan 
involved a cash down-payment of 
$350. How many city slum dwellers 
have that much cash on which they 
can put their hands? 
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There are no two ways about it. 
Private capital—even with lower in- 
terest government loans which the 
limited dividend companies get—can- 
not produce new houses which the 
city slum dweller can afford to live 


_ m. 


In its essence, the problem of sup- 
plying housing for the low income 
groups is to make drastic cuts in the 
costs of construction and mainte- 
nance. Why cannot the private oper- 
ator cut them far enough? 
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Rents are, of course, the end prod- 
uct of costs. Rents cannot be cut un- 
less costs are cut. This brings us to 
grips with the various expenses which 
the real estate promoter has to meet 
in the production and operation of 
houses. For the private operator 
these are five: (1) the cost of the land 
on which the buildings are to be put 
up; (2) the cost of construction; (3) 
the cost of the money which he will 
have to borrow to pay for the land and 
the buildings; (4) the cost of operat- 
ing the buildings after they are put up; 
and (5) the profit to himself for the 
risk he has taken and for the services 
of planning and of management. 

Let us see how vulnerable is each of 
these costs to attack at present. The 
private operator can do very little at 
the present time to bring any of them 
down. In buying land he must go 
into the open market and pay the 
prices which present owners demand, 
prices which are usually based on fu- 
ture speculative uses. 

In the long future, construction 
costs may be sharply reduced through 
prefabrication and mass production; 
but at the present time, apparently, 
not much can be done. The private 
promoter must deal with a building 
contractor who must pay market rates 
for building materials (which are now 
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on the up-swing) and union wages for 
labor, and who must, in addition, get 
a profit for himself. 

The private promoter must also pay 
market rates for money. Nor is there 
any way he can get them down. At 
the present time the rate he has to pay 
is about 5 ber cent. 

The cost of operating the buildings 
is fixed by going rates of wages and 
other items which do not promise any 
possibility of cuts. 

And, finelly, the private promoter’s 
profits are practically inflexible. 


Pusric AGencies Cut Costs 


On the other hand, government 
agencies can make a real dent in hous- 
ing costs right now. It is in the cost 
of money that public agencies can 
make the largest immediate cuts. 
Governmerts can borrow money at 
much cheaper rates than can private 
real estate promoters. For example, 
the State of New York can go into the 
open market today and get vast funds 
through the sale of long-term bonds 
for only 234 per cent as against the 5 
per cent waich the private borrower 
has to pay on a mortgage loan. The 
Federal Government can get funds 
thréugh the sale of long-term bonds 
for about the same amount or even 
less. The main reasons for these 
lower borrowing costs to government 
agencies are, of course, (1) that gov- 
ernments have the taxing power be- 
hind their credit, and (2) that they 
will mobiliz2 the whole power of the 
state to prevent a default on their ob- 
ligations. 2 

It is important ‘to realize at this 
point that the New York City Hous- 
ing Authority (and this is true of 
other such bodies) cannot now take 
advantage af the State’s or the city’s 
borrowing power. While the State 
law permits authorities to borrow 
money through the issuance of bonds 
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and in other ways, it prohikits them 
fom imposing any obligecion on 
either the city or the State. In other 
words, it is impossible to put the tax- 
ing power behind the bonds zf an au- 
thority. An authority itsel? can go 
into the money market, therefore, 
cnly as a private promoter zan—of- 
faring a mortgage on its prog rty and 
a first hen on the earnings as security 
for the loan it desires. 

While these provisions are a handi- 
cap, they do not, of course prevent 
local authorities from usin= money 
raised by the Federal Goverament or 
by the state or city, provided any of 
these governments are willing tc make 
it available. Just how this can best 
be done and how this particiler way 
of financing public housing zompares 
with others will be consideced later. 

It is clear by now: first, that private 
enterprise .cannot possibly provide 
new houses for the city slum dwellers; 
and, second, that local ho_sing au- 
thorities, by not having to pay profits, 
and by getting cheaper mney, can 
build city dwellings to rent for a lower 
figure than the lowest-rental buildings 
put up by private interests. But how 
much lower? We have to get rents 
down from $11, the lowest igure for 
private enterprise, to $6 per room per 
month. 


Errectrs or Costs on EENTS 


The figures show that smz 1 changes 
in the‘cost of money and zls taxes 
allowformuch largerchanges in rentals 
than do changes in any of the other 
costs. This is fortunate for the cause 
of public housing, because tae cost of 
money and ‘taxes are the eas st to cut. 

The figures are as follows. and it is 
important to remember at keast their 
relative importance, for they are nec- 
essary to a thorough understanding of 
any of the problems of pub ic housing 
finance. A cut of 1 per cent in the 
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cost of money will permit a cut of 
$1.23 ir. rents per room per month. A 
reduction in taxes of 1 per cent-—if 
they are levied on a valuation equal to 
the cost of land and buildings—will 
also allow a cut of $1.23 in rents. But 
a cut of $1 per square foot in the cost 
of land will allow a cut of only 23 cents 
in rents; a saving of $100 per room in 
construction will allow a cut of 18 
cents In rent; and a reduction in main- — 
tenance of $1 per room can be used to 
lower rents by only 9 cents per room 
per mcnth. 

These figures are based upon typi- 
cal cor-ditions in a metropolitan area. 
The essumptions made in getting 
these figures were: three-story build- 
ings w.th 30 per cent coverage; a den- 
sity per gross acre of 85; no taxes; a 
vacancy allowance of 5 per cent; a 
loan covering the entire cost of land 
and buildings, repaid over a period of 
45 years; land costs of $1.50 per square 
foot; construction costs of $1,270 per 
room; maintenance expenses, includ- 
ing imsurance, of $45 per room per 
year; and rents of $6 per room per 
montt. plus 50 cents for stores. 

Let us apply these figures to the 
problems of rent reduction. If local 
authozities can be financed by funds 
raised. by governments at 234 per cent, 
a reduction of 244 per cent can be 
made below what the private operator 
has tc pay—about 5 per cent. A cut 
of 242 per cent in the cost of money 
alone will permit public authorities to 
cut rents almost $3 per room per 
month. If tax exemption is also 
grantad, a further cut of $3 in rent 
can ke made. In other words, if a 
publie authority built and operated 
the seme kind of buildings on central 
city dum land costing in all the same 
amoumt as the Knickerbocker Village 
projezt, which is located in that sort 
of district and in which rents are $14 
per room, the authority would only 


Tue Sussipy In Low-Rentat HOUSING 


have to charge approximately $8 for 
rent. 


Interest Must Be Less THAN 
1 Per Cent 


But $8 is still $2 more than the $6 
which is all the masses in that sort of 
district can afford to pay. Until we 
find ways by which the costs of land 
and construction can be reduced con- 
siderably, public authorities must get 
the cost of money down about 2 per 
cent more—or to less than 1 per cent 
a year. 

Now, it is obvious that no govern- 
ment agency—-even with the highest 
credit rating—can borrow money in 
the open market at less than 1 per 
cent. Ifthe Federal or the New York 
State government should borrow and 
makes the proceeds available to a lo- 
cal authority, it would have to pay 
about 234 per cent to get the money. 
But the authority could only pay the 
government say about 34 of 1 per cent 
for the use of it. In other words, the 
government would suffer a loss of 2 per 
cent per year on the deal. If, in spite 
of the loss, it went ahead with the deal, 
it would have to make up for this loss 
out of tax or other revenues. But 
this would, in effect, be a subsidy. 

By comparing the lowest rents 
charged in private urban housing proj- 
ects with the reduction a local author- 
ity might make in rents, we have ar- 
rived, by one avenue of approach, at 
the same conclusion to which every 
other avenue leads: government sub- 
sidies are absolutely necessary for 
housing of very low income groups, 
even if the housing is done by public 
agencies. In reaching this conclusion 
we have also taken a rough measure 
of how large the subsidy must be. 


INTEREST SUBSIDIES 


The subject of subsidies, however, 
needs more illumination. A subsidy 
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may be defined as a cash payment by 
a government agency which the recip- 
ient is not obliged to repay. The kind 
of subsidy just described is an “inter- - 
est subsidv.” The out-of-pocket pay- 
ments made by the government to the 
housing atthority in that case and un- 
der present conditions would equal 
about 2 per cent of the cost of land and 
construction. They would be made 
each year until the loan was retired. 

It is of the greatest importance to 
realize, however, that the amount 
which any project could pay in inter- 
est may vary from year to year. This 
amount is, of course, what is left over 
after paying operating costs. But 
assuming that rents are constant, 
this may rise with rising prices or 
wasteful management, or fall with 
lowered prices or more efficient man- 
agement. While an authority might 
pay 34 of 1 per cent this year to the 
loaning government agency, it might 
be able to pay 1 per cent five years 
from now, or only 44 of 1 per cent. 
A subsidy measured by the difference 
between the amount an authority 
could pay in interest each year on fixed 
rentals and the amount the loaning 
agency paid for the money it advanced 
might be celled a “flexible interest sub- 
sidy.” 

In a variation of this plan, which 
might be called a “fixed interest sub- 
sidy,” the government might contract 
in advance to pay the authority a fixed 
sum each year or half-year. This 
amount would be calculated by taking 
the rate which the authority would 
have to pay for the money it would 
borrow and subtracting the amount 
which, it would be estimated, the au- 
thority could earn towards interest on 
its loan. Any deficiencies would then 
have to be made up by increasing the 
rentals. 

Other kinds of subsidies might be 
used insteed. No matter what the 
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form, however, the financial advan- 
tage to the local authority must of ne- 
cessity be about the same. 


CAPITAL SUBSIDIES AND LOANS 


For example, the local authority 
might be given an outright grant by 
some government agency at the start 
of each project, instead of a loan at 
nominal interest rates and an interest 
subsidy. This is usually called a 
“capital subsidy.” 
sidy were used it would not need to 
equal the entire cost of land and 
construction. A part of the cost 
could then be met by the authority it- 
self through borrowing in the open 
market at regular interest rates. In 
a case of this kind, however, the grant 
would have to be large enough so that 
the average cost of the borrowed 
money plus the free grant money 
would be less than 1 per cent. 

Just what the relative proportion 
of loan and grant would have to be is 
a complicated mathematical calcula- 
tion. If we assume $6 per room rent- 
als, and that the authority would have 
to pay 5 per cent for the money it bor- 
rowed in the open market, the grant 
would have to be about 70 per cent of 
the total cost of land and construction, 
allowing 30 per cent for open market 
borrowing. If the interest rate were 
lower, the grant could, of course, be 
reduced. After an authority became 
well-established as an efficient oper- 
ator with substantial assets, the rate 
might come down to 4 per cent. At 
that rate the grant could be reduced to 
60 per cent of the total cost, permit- 
ting 40 per cent to be borrowed in the 
open market. On a 3 per cent loan 
the ratio would be 52 for the grant to 
48 for the loan. 

It is of the greatest importance, 
therefore, in any public housing legis- 
lation not to limit the proportion of 
grant to loan at less than 70 per cent. 


If a capital sub-' 
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This fact was ignored in the original 
Wagner-Ellenbogen bills, and it would 
have crippled their effectiveness had 
they passed. l 


Orurr Forms or SUBSIDIES 


Other forms of subsidy have been 
devised so that the amount to be paid 
by the government to the local au- 
thority varies with the needs of the 
particular project—i.e., with the abil- 
ity of the tenants to pay rents suffi- 
cient to cover the costs of the project. 
For example, a “rental subsidy” is a 
government payment equal to the dif- 
ference between what the tenants of 
a project can afford to pay in rent and 
the sum of the actual costs of that 
project. The amount which the ten- 
ant can pay may be fixed at a certain 
percentage of the family’s income. 
The latter plan, of course, requires a 
knowledge on the part of the project 
management of the financial affairs of 
each tenant. 

Another kind of variable subsidy is 
sometimes called the “relief subsidy.” 
In this case rents are fixed at a level 
that will cover the costs of a project— 
varying from year to year—and pay- 
ments are made by a government di- 
rectly to each tenant, equal to the dif- 
ference between that rent and the 
amount the tenant can afford to pay. 
This also involves, of course, a kind of 
means test to find out what the ten- 
ant’s contribution in each case is to be. 

There is still another kind of sub- 
sidy, which cannot be classed with 
these others because it is a subsidy 
only by indirection, and it does not 
depend at all either upon the costs of 
a project or on the income of the ten- 
ants. It is the exemption of public 
housing projects from taxation by lo- 
cal governments. This amounts to a 
subsidy, however, because tax reve- 
nues from other sources must be in- 
creased by the amount of the exemp- 
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tion—unless property already exempt 
is taken for a project—just as much as 
if an outright grant were made. 

This brief analysis of the kinds of 
subsidies will show how varied and in- 
tricate public housing finance can be, 
especially in view of the fact that no 
single project is necessarily financed 
by one kind of subsidy. Two or more 
may be used. Each kind of subsidy 
has its supporters and its critics, just 
as each has its good and bad points. 


Pros AND CONS OF SUBSIDIES 


For example, fixed subsidies have 
the advantage, for the local authority, 
of certainty. The authority can de- 
pend on receiving the amount for 
which the contract was made, Also 
fixed subsidies are relatively simple 
to administer. Flexible subsidies, on 
the other hand, involve a lot of book- 
keeping, and those which depend on 
the income of tenants require a vast 
amount of personal investigation. 
Also, being dependent on annual leg- 
islative appropriations, they are sub- 
ject to a wide range of political haz- 
ards to which fixed subsidies are not. 
On the other hand, fixed subsidies can- 
not be adjusted to the ups and downs 
of operating income which are always 
subject to the vagaries of the price 
level and to the gyrations of the busi- 
ness cycle. From this point of view, 
flexibility Is an asset. 

Coming down to some of the more 
important particular subsidies, the 
capital grant has the advantage of 
permitting the local authority to un- 
dertake its own borrowing. In the 
long run it is a good thing for author- 
ities to have direct access to the 
money market, especially the local 
money market, even though it means 
paying more for the money. Local 
responsibility and self-government are 
good for housing, as well as for al- 
most everything else. Local borrow- 
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ing breeds independence. It also 
gives the local public a direct and con- 
scious stake in the development of its 
own projects. The authority is more 
likely to do a businesslike job if the 
citizens in its community have this 
kind of a direct interest in everything 
it does. 

But the capital grant has great dis- 
advantages. The out-of-pocket con- 
tribution has to be made in one lump 
sum at the beginning of a project. 
This is a drawback—from the govern- 
ment’s point of view. It is true that 
funds for the purpose may be obtained 
from the sale of bonds to the public 
and paid off by installments in later 
years. Nevertheless, the government 
holds no asset, no security on its 
books, to balance the payment of the 
subsidy. 

The “interest subsidy,” however, 
avoids this difficulty. The first pay- 
ment to the authority is larger, of 
course. It must cover the entire cost 
of land ard construction, whereas, as 
we have szen, a capital grant subsidy 
covers only that part of the costs of 
the project which the authority does 
not itself finance. But the payment 
is a loan, all of which will eventually 
bé paid back, and it is represented on 
the goverrment’s books by an asset to 
balance the liability—a mortgage on 
the project or the bonds or notes of the 
authority. The out-of-pocket pay- 
ments are represented merely by the 
loss to the government caused by not 
getting enough interest from the au- 
thority to cover the interest which 
the government has to pay for the 
funds it advanced. “But this is not a 
lump-sum payment. It is covered in 
annual driblets over the whole life of 
the loan. 

Capital grants are bad for local au- 
thorities because—unless they are 
made in connection with a govern- 
ment loan—they usually force the au- 
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thority to borrow money in the open 
market. The authority has, there- 
fore, to pay more for the money than 
it would if it borrowed from a govern- 
ment, even if the government charged 
the authority what it had to pay to 
raise the necessary funds. 


Tar Cast ror Tax EXEMPTION 


The tax exemption form of subsidy 
has probably produced more ardent 
pros and cons than any other. It has 
been criticized because of the very in- 
directness which its supporters con- 
sider an advantage. Its critics also 
think it will arouse the opposition of 
the real estate interests because it 
tends to raise their tax rates. But a 
study of how much the New York 
City tax rate would have to be raised 
to cover the losses that would come 
from exempting large-scale housing 
projects disposes of that argument. 

If housing projects costing $100,- 
000,000 were put up in New York on 
land previously taxed, and if these 
projects were given complete tax ex- 
emption, the city would suffer a dep- 
rivation of about $687,000 a year. 
While this may seem at first to be a 
large sum, it is very small when it is 
compared with the total city revenuts 
of over half a billion a year, of which it 
is only about 1/10 of 1 per cent. To 
make up for it, the tax rate would 
have to be increased only four one- 
thousandths of a cent. 

Incidentally, the amount of revenue 
the city would lose from tax exemp- 
tion would be offset to some extent by 
the decrease in the costs of city serv- 
ices needed in the new project’s neigh- 
borhood. The cost of fire extinguish- 
ment, of police protection, and of 
health and sanitation services would 
all be cut. How much saving this 
would mean is impossible to deter- 
mine. The cost of fire protection m 
the slum area of Cleveland, however, 
has been shown to be eighteen times 
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as much as for the city as a whole. 

It should also be remembered that, 
in the erection of public low-rental 
housing owned by the city, the city 
gets a tangible asset of semi-perma- 
nent value. In a way, this might be 
considered value received in returh for 
the value of exemptions given. 

Even if tax exemption should be 
given by a city, it might be limited to 
the period during which the debts on 
any project were being liquidated. 
At the end of that time the authority 
would not have to pay any more car- 
rying charges, and the project income 


. which was previously spent on inter- 


est and amortization could then be ap- 
plied to taxes. Incidentally, taxes in 
New York City are only a little more 
than the interest and amortization 
payments on a nominal interest loan 
covering the cost of land and build- 
ings. Taxes are a shade over, and 
debt charges would be a shade under, 
2 per cent. 


Private CAPITAL A NECESSITY 


This is a good place to emphasize, 
as clearly as possible, what has been 
implied in everything that has gone 
before. Public low-rent housing can 
and will be financed largely by private 
capital, no matter what form the sub- 
sidy takes. The initiative is public, 
it is true, and so is the ownership and 
operation; but, apart from the sub- 
sidy itself, the capital is supplied by 
the private investor. Public housing 
does, in fact, offer to the private indi- 
vidual or the private financial institu- 
tion a large and promising outlet for 
surplus funds, where they will be as 
safe as any money can be in this vale 
of uncertainty and tears. If the au- 
thority itself raises money to supple- 
ment a subsidy, it sells its own bonds 
which the public buys, or it borrows 
the money in bulk from an insurance 
company which supplies the funds. 
If the authority borrows from the gov- 
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ernment, the government in turn gets 
the funds for the loan by selling its 
securities which the private investor 
or financial institution buys. Only 
the subsidies themselves must in the 
end be raised out of tax revenues. 

If anyone doubts the safety of 
money invested in public housing, he 
need only think of the relation be- 
tween supply and demand. Is there 
any essential commodity in the coun- 
try the supply of which is so far from 
meeting the demand as modest, de- 
cent, livable houses at $6 per room? 
The New York City Housing Author- 
ity owns and operates a small project 
—First Houses—on the Lower East 
Side. The buildings contain 120 
apartments. Up to date no fewer 
than 10,000 applications for them 
have been received by the Authority. 
The demand in relation to supply far 
exceeds that for transportation over 
the bridges and through the tunnels of 
the New York Port Authority. Its 
bonds have proved to be so good an in- 
vestment that, without any govern- 
ment guarantees, they are being sold 
in the open market at 4 per cent. 

The claim has frequently been made 
that public housing is competing with 
existing real estate Investments. Pri- 
vate capital cannot build new houses 
for $6 rentals. There is no competi- 
tion with new private construction. 
In the second place, income limits are 
placed on tenants in public housing 
projects, so that wealthier occupants 
of existing houses cannot move into 
the low-rent buildings. Also, the sup- 
ply of new, publicly owned dwellings 
is not being increased as fast as it is 
being decreased by the demolition of 
old-law tenements and other slum 
clearance work. There is no compe- 


tition with existing low-rental real es- . 


tate. 

Again and again “the government” 
has been mentioned as the agency to 
supply the subsidy or to make a loan 
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to local authorities. It might, of 
course, be any one of the three of our 
governments—Federal, state, or local. 


Tuer RÔLE or THE FEDERAL 
GOVERNMENT 


In the very brief history of the 
American public housing movement, 
the Federal Government has stolen 
the show. Large sums from Federal 
emergency appropriations have been 
dangled before the eyes of local hous- 
ing authorities—even though none 
have been available to them. 

The domination of the Federal Gov- 
ernment has been a tragic thing for 
public housing in this country—ex- 
cept that it has taught us a lesson. 
Interminable delays and excessive 
costs have not been the only tolls 
which this policy has levied on the 
movement. The possibilities of local 
financing through state and city ac- 
tion have been largely overlooked be- 
cause all eyes have been fixed, in hope 
and longing, on Washington. And 
that has been very bad for initia- 
tive and independence in the move- 
ment. 

The costs of public housing should 
be financed not by the Federal Gov- 
érnment alone, but by each of the 
other sources of finance which have a 
stake in It—the state governments, 
the city governments, and the private 
investors. This is not only sound fi- 
nance, but good public administration 
as well. The local authorities which 
have already been set up in the United 
States would be much stronger and 
more effective, as well as farther along 
the road of acedmplishment today, if 
they had been encouraged by Wash- 
ington and compelled by necessity to 
look elsewhere than to Washington for 
funds. 

This is not to say that the Federal 
Government should not take the lead 
in public housing. It most decid- 
edly should. A separate, independ- 
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ent Federal Authority, as independ- 
ent as the Interstate Commerce 
Commission, should be set up in 
Washington. It should be charged 
with the duty of promoting, in every 
possible way, the growth of public 
housing in American cities. It should 
be empowered to make studies and set 
minimum standards, and, above all, it 
should be authorized to make loans 
and ‘subsidies available to local au- 
thorities. But the Federal Govern- 
ment should not be given power to 
construct or operate low-rental public 
housing. Direct operation has been 
proved to be utterly unwise as a mat- 
ter of policy, and may yet be held by 
the Supreme Court to violate the Con- 
-stitution. Large Federal loans and 
subsidies, however, should be granted 
to local projects, undertaken by local 
authorities, which meet sound Fed- 
eral technical and financial standards. 
The form of the subsidy should be left 
to the discretion of the Federal Au- 
thority. The variety of subsidies is 
too great and local conditions are far 
too different to freeze rigidly into a 
statute. 


STATE AND LOCAL Arp 


Federal aid, however, might well be 
made contingent on some minimum 
measure of either state or local finan- 
cial aid, or possibly both, just as state 
or city aid might be conditioned on 
Federal assistance. City aid should 
be permitted to take the form of 
tax exemption—the easiest and most 
painless form of city subsidy. As for 
state aid, some mechanism is badly 
needed to make loans of state funds 
avaiable to local authorities at little 
or no interest charges, for specific proj- 
ects that meet adequate and pre- 
scribed state standards of construc- 
tion and finance. 

One way to do this would be to cre- 
ate State Housing Banks and em- 
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power them to do three principal 
things: (1) to sell bonds to the public, 
guaranteed as to interest and principal 
by the state; (2) to make nominal or | 
no-interest loans to local authorities; 
and (3) to obtain appropriations an- 
nually from the legislature to cover 
operating expenses and the difference 
between the amount of interest these 
banks would have to pay on the bonds 
they sold and the amount they would 
get back on their loans from the au- 
thorities. 

This plan could, if carried out, make 
large sums available for public hous- 
ing with a minimum of financial stress 
and strain. For example, $100,000,- 
000 could be loaned to local authori- 
ties by this method at an annual cost 
to the taxpayers of the state of only 
about $1,000,000. This is less than 
VY of 1 per cent of the annual tax rev- 
enues of New York State. 

The cities could help by granting 
tax exemption to public housing proj- 
ects. Furthermore, the time has 
come for city governments to pay the 
administration expenses of their own 
housing authorities. The New York 
Authority has earned its own living, so 
to speak, through the fortunate device 
of demolishing unfit houses. Also, as 
housing authorities become better es- 
tablished, their bonds should be guar- 
anteed as to interest and principal by 
the city government itself, thus mak- 
ing possible a lower interest rate on 
their own issues than would otherwise 
be possible. This same device, inci- 
dentally, might be also employed by 
the state in connection with any par- 
ticular project approved by the pro- 
posed state housing bank or some des- 
ignated state officer. 


Tue Prospect ror PUBLIC 
Housine 
The difficulties in the way of public 
housing finance are clear; but mention 
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should also be made of the financial 
advantages of large-scale operations in 
this field. Every housing dollar spent 
starts an ever widening wave ‘of eco- 
nomic activity that eventually covers 
a far larger area than the boundaries 
of a project, stabilizing prosperity and 
increasing the tax revenues of city, 
state, and nation. 

The next four years should see great 
progress in public housing. One of 
the main obstructions that have stood 
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in the way these past years is now be- 
ing rapidly swept aside; the budget- 
balancing argument which has been 
used against housing with deadly ef- 
fect is not likely to obtain for very 
long. The prospect of relatively 
small additions to the public debt to 
finance public low-rental housing, am- 
ply secured by land and buildings of 
durable construction, will not, there- 
fore, cause so much alarm in high 
places. 
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Integrating Private and Public Enterprise in Housing 


By Coteman WOODBURY 


UBLIC enterprise m hcuscng is 

necessary because, under present 
aonditions, a considerable proportion 
of urban families cannot pay enough 
rent to obtain decent, modem dwell- 
ings in residential neighborhoods from 
private producers of housinz. I do 
not have space in this article to present 
and to criticize even a small pert of the 
avidence that has been assembled on 
tais point. Fortunately, much of it is 
s:mply verification and elabocation of 
what any observant person sees when 
he rides about the poorer residential 
districts of American cities, when he 
takes the trouble to look at wozking- 
men’s quarters from the inside as well 
as from the motor bouleverd, and 
when he inquires into the costs or rents 
ot honestly built housing meeting 
reasonable standards of sanitation, 
ventilation and livability. 

Much has been said and written 
about this general fact under the head- 
ing, “the failure of private bewilders in 
housing.” Certainly some quzstjon 
can be raised about the appropriate- 
ness of the word “failure.” A very 
large proportion of private builcers of 
housing, at least, have not faxed to 
provide for families of low income, for 
the simple reason that they nevez have 
tried to do it: With varying d2grees 
af success, they have taken cere of the 
markets in which they krm=w they 
could operate with the prcspect of 
profit, which is essential to taei type 
af enterprise. (To be surs, many 
tuilders and developers have ander- 
taken to sell their houses tc families 
who could not afford them.) This 
may seem to be word chopping, but 
resentment at the implicatioas of the 
word “failure” has colored mest of the 


statements on this problem from pri- 
vate producers of housing, and their ` 
associates and employees. Whether 
the resentment is justified or not, no 
one who is seeking an understanding 
of the subject of this article should for- 
get this limitation on many of the 
opinions and writings that he will en- 
counter. 


UNSUBSTANTIATED CLAIMS 


On the other hand, this seeker for 
understanding must guard against be- 
ing misled by some statements that are _ 
bandied about quite recklessly. Re- 
sponsible studies of the dozens of new 
materials and methods in building con- 
struction have debunked many of the 
rosier claims for their revolutionary 
effect upon housing production and 
costs. Some of these new methods 
have promise of some economies, and 
the revolutionary method may be per- 
fected tomorrow. So far, however, 
mechanical ingenuity has not solved 
this social problem. 

Similarly, one should look critically 
at claims for enormous savings in hous- 
ing costs with orthodox materials and 
methods. Again, it is true that con- 
siderable savings could be made from 
a more rational and better organized 
system of house production. On the 
other hand, however, the housing 
woods are full of people with spurious 
claims of low production costs. Dur- 
ing the depression it has been possible 
for some none-too-expert builders to 
produce a few houses at low costs by 
using material from bankrupt stocks, 
by employing skilled craftsmen at or 
below wage rates for common labor, 
by using materials with low original 
cost but high maintenance and repair, 
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by building in inaccessible districts to 
save land costs, but of course at the ex- 
pense of high transportation costs by 
the future occupant unless he happens 
to be a hermit by profession, and by 
other similar expedients. At best, 
these devices produce a small num- 
ber of dwellings that are in no sense 
of the word typical; at the worst, 
they are the basis for misleading 
claims of economy that enhance the 
difficulties of genuine analysis and 
criticism. 


Neep ror Bors Kinps or HOUSING 


Public enterprise in housing, then, is 
necessary at present if decent housing 
is to be provided for many families of 
low income who are not, in the usual 
sense of the words, public charges. By 
public enterprise in housing I mean the 
actual production (including remodel- 
ing or rehabilitation of existing proper- 
ties), management and control of 
housing by public corporate agencies 
or by noncommercial private organiza- 
tions operating under a large measure 
of direct control by public bodies and 
with the help of public credit and sub- 
sidies. . g 

Although most students of housing 
economics agree on the necessity of 
public enterprise and subsidies in this 
field, they also see a large potential 
market, during the next few years par- 
ticularly, for private, commercial pro- 
ducers of housing. An urban housing 
shortage has been in prospect for some 
time and is now actually being felt 
through increased rents and a severe 
restriction of choice in available quar- 
ters for those who wish to move or to 
establish new households. The ex- 
tant of this shortage and its seriousness 
do not come within tke scope of this 
paper. It increases, however, the 
possibilities for private house building, 
and emphasizes the need for a sensible 
and practicable working arrangement 
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between private and public enterprise 
in the production and control of hous- 
ing space. 

Although such a policy m respect to 
private and public enterprise in hous- 
ing seems most desirable from many 
points of view, it does not follow neces- 
sarily that it can be made under our 
present scheme of economic organiza- 
tion. It is entirely possible that pri- 
vate and public enterprise in housing 
cannot enjoy a vigorous hfe at the 
same time. Many persons dislike to 
face the fact that a highly desirable or 
even necessary social result cannot be 
obtained under the present economic 
order, with modifications that are pos- 
sible within the near future. It is 
true, however, that examples of these 
stalemates do exist. The first major 
question in discussing the subject at 
hand, therefore, is whether or not 
essential characteristics of the proc- 
esses of public and private housing 
enterprise seem likely to prevent their 
combination in a comprehensive pro- 
gram to meet existing and prospective 
needs. 


OBSTACLES TO INTEGRATION 


What might prevent a working ar- 
rangement of private and public hous- 
ing agencies? In the first place, or- 
ganizations of private builders, real- 
tors, and mortgage lenders might wish 
and be able to strangle public hous- 
ing initsinfancy. If the rank and file 
of these business groups, with their 
professional advisers and hangers-on, 
decided to stop what is loosely called 
public housing, and if nearly all 
vocal and influeritidl groups believed 
strongly in the beneficence and the ef- 
fectiveness of private initiative subject 
only to competitive control, public 
housing enterprise certainly would be 
in serious danger, regardless of the 
needs of large numbers of economically 
weak and needy families. 
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I need not go into a long discussion 
of this possibility. Public activity in 
housing is not yet an established part 
of the American scene, but it has 
shown an amazing growth in the last 
few years. Undoubtedly it is stronger 
now than it ever has been in the his- 
tory of this country, and its opponents 
and detractors, although fairly numer- 
ous, probably will not be able to do 
away with it. Its rabid opponents in- 
clude some, but by no means all, pri- 
vate enterprisers in residential produc- 
tion. The political and economic 
climate is favorable to its growth. 
Those who would benefit by it are 
finding ways of making their needs 
known to those in authority, and it has 
gained an army of supporters among 
intellectual liberals, organized labor, 
and even a few conservative business 
groups. 

In fact, today probably more people 
would seriously urge that private en- 
terprise in housing would be endan- 
gered by the growth of governmental 
activity in the low-rental market. 
Their argument is usually expressed 
none too clearly. It asserts, however, 
that public enterprise in any field al- 
ways and inevitably discourages pri- 
vate initiative. Although accordihg 
to these arguments public economic 
undertakings are always inefficient 
and wasteful, their ability to fall back 
on the taxing power (as, by implica- 
tion, private enterprises cannot, the 
billions of the Reconstruction Finance 
Corporation, the Home Owners Loan 
Corporation, and so forth, to the con- 
trary notwithstanding) strikes para- 
lyzing fear into pfivate entrepreneurs 
and their confederates, mortgage and 
commercial bankers of all kinds. Re- 
gardless of announced intentions to 
restrict government enterprise to cer- 
tain sectors of a particular field, the 
fear of an “unfair competition” drives 
investment capital and organizational 
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ability far away into other spheres of 
economic life. 

Clearly, if these generalizations are 
at all accurate—and here I have merely 
tried to summarize a belief that seems 
fairly widespread both among aca- 
demic economists and among the more 
voluble of business men—public enter- 
prise in housing can thrive only at the 
expense of a dwindling private con- 
struction industry, whose members 
must continually lack adequate capital 
and who can never sleep well at night. 

How can these generalizations be 
tested? Seldom if ever is a bill of par- 
ticulars presented with them. In fact, 
many of those who present these 
opinions most often seem to regard 
them as axioms of economic thought or 
as religious beliefs. They ought, how- 
ever, to be subjected to careful scrutiny 
and criticism. It seems to me that at 
least four ways are open to test their 
validity: (1) to look into the experi- 
ence of representative private builders 
to see just how real are the fears of this 
ogre of public enterprise; (2) to ex- 
amine the relation of private and 
public enterprise in other economic 
activities in this country that are 
supposedly subject to the general eco- 
nomic customs and laws; (3) to dis- 
cover what has happened in housing in 
such countries as England, in which 
both public and private house building 
have been tried on a large scale in re- 
cent years and in which, despite many 
surface dissimilarities, the economic 
system is essentially the same as ours; 
and (4) to see what tentative conclu- 
sions, if any, can be drawn from the 
very limited experience of the last few 
years with these kinds of housing en- 
terprise in this country. No one of 
these methods applied to available 
data can produce conclusive results by 
itself. If all or most of them lead to 
conclusions of the same general char- 
acter, however, those conclusions 
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should be accepted as the basis for 
public policy. 


ATTITUDE OF PRIVATE BUILDERS 


My attempts to discover just how 
genuinely private producers of housing 
fear financial ruin and the loss of their 
markets to public housing agencies 
have not been satisfactory. In the 
first place, very few of what might be 
called the rank and file of private en- 
terprisers in this field have any clear 
idea of what public housing agencies 
are in existence or proposed, precisely 
what they are designed to do, how they 
intend to proceed, or what have been 
the results of their earliest efforts. 
Many of these private developers ad- 
mit their lack of information and say 
frankly that they do not know what 
the results may be. Others less in- 
genuous try to paraphrase some of the 
statements that have appeared re- 
cently in various trade journals, but 
their words often lack conviction and 
they usually have little to say in re- 
sponse to requests for specific illustra- 
tions or other definite evidence. : 

On the other hand, many of the so- 
called leaders of these economic groups 
—-that is to say, those men who are un- 
usually active in trade associations, 
who get themselves eZected to offices 
in such organizations and to editorial 
positions on trade publications—are 
very glad to talk about the subject, and 
usually do so with considerable vehe- 
mence. Too many of them, however, 
confine themselves to more or less clear 
statements of the generalization under 
examination rather than specific ex- 
amples of its validity. Typical of my 
experience with these men were two or 
three sessions [ spent in Washington in 
the winter of 1934-1935 with a small 
advisory group, a majority of whose 
members were leaders in the fields of 
private construction, mortgage lend- 
ing, and real estate. The man who 
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talked the most was a blown-in-the- 
bottle opponent of PWA housing, 
which he was sure was very largely 
responsible for the then existing pros- 
tration of private building. He de- 
clared without qualification that fear 
of this octopus was paralyzing all 
attempts to start private residential 
construction. 

The amazing and discouraging as- 
pect of the whole performance was not 
that none of his fellow leaders disputed 
his views, but that none of them 
seemed to acknowledge that serious 
economic dislocations within the 
boundaries of private building itself 
and sufficient to account for its low 
estate were apparent to any reason- 
ably intelligent person. At the mo- 
ment these meetings were being held, 
rentals of housing space (as well as 
commercial and industrial space for 
that matter) showed percentage de- 
clines from 1929, very much greater 
than the recorded declines in construc- 
tion costs. Admitting that the in- 
dexes both of rentals and of construc- 
tion costs were subject to wide range 
of error, it was indisputable that at 
that time any man with capital to in- 
vest in building would have been a 
fool to build a new structure instead of 
buying an existing one. It was even 
more apparent that all kinds of invest- 
ments in real property development 
were thoroughly discredited. The 
HOLC was pouring out billions of dol- 
lars to prevent a complete collapse of 
the small house market. The RFC 
was making emergency loans to mort- 
gage companies and to hundreds of 
banks whose plight*was due in a con- 
siderable extent to real estate and 
mortgage paper. Just to mention real 
estate bonds in many groups caused 
the same kind of self-conscious laugh 
that came from references to invest- 
ment trusts, debentures, Kruger and 
Toll, and “Middle West.” Under 
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thase circumstances, no cons‘dezable 
number of persons with capitel tz in- 
vest could be expected to rush eagerly 
to mortgage bankers or to the omices 
` of private builders. Certainly wader 
these circumstances, which ere still 
cear in the minds of thousands of per- 
sons, no one had to conjure up the 
spacter of government competition in 
housing production to explan why 
builders’ offices were empty. 

The first method of testing the gen- 
evalization in question, therefere. has 
produced practically nothing for me. 
Many of the prospective infcrmants 
had no evidence either for or against 
the generalization under exam nalion. 
Those who would talk the most about 
the question very evidently weze blind 
to, or were trying to ignore, som of 
the most obvious economic factors 
that had to be considered. 


ANALOGIES FROM OTHER Frevps 


Turning to the relations of private 
and public enterprise in other fields 
subject to the same economic in- 
stitutions as building produces more 
definite results. Recreation 5 prob- 
ably the best example. Commercial 
amusements and recreation oœ many 
kinds have prospered in this country 
in the last generation and a half zo a 
degree probably unparalleled in the 
history of the Western worlc. Mo- 
ticn pictures, popular magazines, ra- 
dio, and the large proportion af motor 
production that goes into pessenger 
cars used primarily for pleasure, Lave 
probably produced more fortunes di- 
rectly or indirectly given more employ- 
ment, and had a’ mtore far-reaching 
effect on the day-to-day life of Ameri- 
cans than any other comparabie group 
of commercial enterprises. Yet ‘the 
entire life of most of them end the 
boom period of all of them have taken 
place while public agencies were un- 
dertaking an equally unparalleded. pro- 
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gram of public parks, playgrounds, 
swimmirg pools, municipal golf 
courses, public bathing beaches, forest 
preserves, and similar attractions for 
leisure time, and to a less extent for 
extra cash. 

The analogy to the housing market 
is not exact, but it holds at many sig- 
nificant points. Certainly a family 
that spends its summer evenings in 
the park or at the public beach does 
not do tke neighborhood “movie” very 
much good. To some extent, of 
course, private and public recreational 
facilities supplement each other. Au- 
tomobiles are used to get to some of 
the pub.ic recreational spaces. Ra- 
dios anc movies have whetted peo- 
ples appetites for travel, including 
trips to national parks, and so forth. 
It is also true, however, that private 
and pubiic housing may have similar 
supplementary educational effects 
upon each other. 

Another example is insurance by pri- 
vate companies and public agencies. 
A devotze of the theory that public 
and private enterprise are always in- 
compatible in any field of action would 
be forced to say, as many have said, 
that puklic unemployment insurance, 
old age >ensions, blind pensions, and 
other forms of social insurance would 
go hard with those underwriting dis- 
ability and annuity insurance, particu- 
larly so-zalled group insurance. Yet 
a few weeks ago, William J. Graham, 
vice-president of the Equitable Life 
Assurance Society, said that in the six- 
teen mozths since the passage of the 
Social Security Act his company had 
underwr.tten “more group annuity 
programs covering more employees” 
than in any similar period in its his- 
tory. Ee attributes this to the fact 
that the Security Act has focused the 
attention of all classes of the popula- 
tion on the problems of providing for 
old age., One result is that the private 
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companies have sold insurance not 
only to many persons covered by the 
Security Act, but also to many higher 
salaried employees.! Again, there are 
some differences between the relation 
of private and public enterprise in this 
field and in housing. The experience 
in insurance, however, gives little sup- 
port to those who argue for the inevita- 
ble paralysis of private effort when a 
public agency undertakes a desirable 
function in any field. 


EXPERIENCE IN Brrriso HOUSING 


Despite many differences between 
the economic life of Great Britain and 
that of the United States, they -are 
based on the same economic and po- 
litical institutions and beliefs. From 
the Armistice of the World War until 
1935, the latest date jor which I have 
official statistics at hand, 2,655,902 
family housing units were built in 
England and Wales. Of this number 
790,693 were built by local public au- 
thorities and 422,704 by private enter- 
prise with sizable subsidies.2 The 
number of dwellings built and the pro- 
portion of publicly built to privately 
built housing have varied. enormously 
during this period with changes in eco- 
nomic conditions and housing legisla- 
tion. The significant point here, how- 
ever, is that both of them have gone 
ahead vigorously, and within a period 
of about seventeen years have pro- 
duced approximately 32 per cent of 
the number of houses that were in 
existence in those countries at the þe- 
ginning of the period. 

Moreover, the English experience, 
from the very beginning of the postwar 
housing program, proved absolutely 


t Reported in the New York Times, Dec. 17, 
1936, p. 18. 

* Housing Policy in Europe, International 
Labor Office, 1930, pp. 63-99; Housing—House 
Production, Slum Clearance, etc. in England 
and Wales, London: Ministry of Health, 1935, 
pp. 3-9. 
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groundless the fears of those who be- 
lieved that in some way or other the 
building of subsidized housing would 
discourage the thrift of families in the 
income classes just above those to be 
subsidized, and would thus dry up the 
chief source of savings for investment 
in private residential construction. 
Building societies (usually called in 
this country building and loan or sav- 
ings and loan associations) are the 
major mortgage lenders on private 
small-house construction in England. 
These agencies have grown with re- 
markable rapidity throughout the en- 
tire period of subsidized housing. In 
1919 the building societies made mort- 
gage loans totaling 15,840,961 pounds; 
they had outstanding balances due on 
mortgages of 57,865,967 pounds; and 
total assets of 77,346,603 pounds. In 
1923 their mortgage loans were 32,- 
015,720 pounds; balances due on 
mortgages, 98,844,991 pounds; and to- 
tal assets, 124,718,790 pounds. This 
phenomenal growth continued during 
the next decade. In 1933, the last 
year for which I have figures, the total 
amount of mortgage loans made was 
103,192,893 pounds, the balances due 
on mortgages were 423,513,058 pounds, 
4nd total assets were 501,070,038 
pounds.’ 

The percentage increases during this 
period in these indexes of the building 
societies’ activity are roughly from 600 
to more than 700 per cent. In other 
words, it became apparent in the early 
years of postwar housing that English 
families able and accustomed to save 
a part of their normal income were 
not going to stop doing so merely be- 
cause less well-to-do families were to 
be assisted in securing better housing 
than had been available to them in the 
past. 

3? Sir Harold Bellman, The Thrifty Three 


Millions (London, 1935), Appendix 1, pp. 328- 
830. i 
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Tus BEGINNING oF AMERICAN 
EXPERIENCE 


Finally, the meager experience in 
this country with private and public 
construction of housing should not be 
overlooked. ‘The test period at pres- 
ent is limited to the first ten months of 
1936. As nearly everyone knows, 
housing production showed a very 
large increase during 1936. Its vol- 
ume, measured by the number of fam- 
ilies provided for in new construction 
for which building permits were issued, 
was the greatest since 1930. Fortu- 
nately for the purposes of this article, 
practically all of the public housing 
carried on during 1936 was done by the 
Housing Division of the Public Works 
Administration, which had some fifty 
projects under way in thirty-five cities, 
and by the Suburban Resettlement Di- 
vision of the Resettlement Adminis- 
tration, which is building three good- 
sized suburban developments outside 
of Washington, Cincinnati, and Mil- 
waukee. All these cities, it should be 
noted, also have PWA projects. Fur- 
ther, in order to expedite programs for 
which relief-work money was being 
spent, in the fall of 1935 the President 
required that all public construction® 
housing and otherwise, to be done un- 
der Congressional work-relief appro- 
priations, be under contract by De- 
cember 15, 1935. This order forced 
the Federal housing agencies to limit 
their programs and to make an actual 
start in the cities in which they in- 
tended to build. 

Certainly this combination of cir- 
cumstances provides Some means of 
testing the effect of public housing en- 
terprise upon private building when 
conditions are moderately favorable to 
private construction. If public build- 
ing necessarily scares away the private 
enterpriser, one certainly should ex- 
pect that the up-turn during 1936 


THE ANNALS' OF THE AMERICAN ACADEMY 


would be much greater in cities which 
did not have PWA housing projects at 
the beginning of the year, and in which 
builders knew that the chances of proj- 
ects in their areas of operation in the 
immediate future were very slight. 

So short a period provides, of course, 
a very imperfect test of the theory 
in question. Furthermore, absence of 
a PWA project was not assurance 
against some public development at 
some time in the future. The facts 
revealed so far, however, ought to be 
taken into account. 

Of the 35 cities with PWA housing 
projects under contract in 1936,4 27 
were cities of 100,000 and over. Dur- 
ing the first ten months of 1935 the 
total value of residential building con- 
tracts let in these cities, as reported by 
the United States Bureau of Labor 
Statistics, was $106,505,117.5 The 
corresponding figure for the first ten 
months of 1936 was $242,541,149, an 
increase of 128 per cent. During the 
first ten months of 1935, in these same 
cities, 28,630 families were provided 
for in newly constructed residential 
buildings in comparison with 60,791 
family units during the same period 
last year. The increase measured by 
this unit was 112 per cent. 

Now, how about the cities of the 
same size class in which private build- 
ers were operating without the sup- 
posed unsettling effects of public hous- 
ing construction? These 66 cities 
showed residential construction with 
a permit value during the first ten 
months of 1935 of $43,300,629 against 
$91,708,452 in 1936, an increase of 112 
per cent. Similarly, in these non- 
PWA cities, private builders from 
January to November of 1935 pro- 


í For a list of these cities see Urban Housing, 
Washington: Federal Emergency Administra- 
tion of Public Works, 1936, pp. 82 fi. 

5 See corresponding issues of Monthly Labor 
Review, Washington: Department of Labor. 
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vided new units for 11,516 families in 
comparison with 25,079 for last year. 
This increase was 118 per cent. In 
other words, residential building re- 
covery in 1936 was not affected by the 
presence of public housing enterprise 
in the larger cities of this country. 
Cities with PWA housing construction 
under way showed a larger percentage 
increase in value of residential con- 
struction and a slightly smaller pro- 
portionate increase in the number of 
families provided for. 

As pointed out before, these figures 
clearly provide an imperfect test of the 
hypothesis, but they certainly are 
worth more as evidence than much of 
the loose assertion that has marked 
discussions on this point in the past. 
Only the percentage increases are par- 
ticularly significant, because the PWA 
cities had an aggregate population, ac- 
cording to the 1930 census, of 22,018,- 
119, whereas the non-PWA cities at 
the same time had only 14,322,973. 
The similarity in the percentage in- 
creases in both value and number of 
building permits issued indicates either 
that private builders and developers 
are far more hardy than some of their 
spokesmen make them out to be, or 
else that the supposed dread of any 
public enterprise in the housing field 
is more in evidence around the confer- 
ence table or in the academic class- 
room than it is in the field.® 

The argument so far should be sum- 
marized. Housing needs exist and are 
in prospect in the foreseeable future 
for both public and private enterprise. 


° Tn this connection it should be remembered 
also that by their very nature the Housing 
Division of PWA and the Suburban Division of 
the Resettlement Administration have had to 
proceed under a very loose grant of powers and 
with a piece-by-piece development of policy 
that would not necessarily characterize agencies 
and procedures in a long-term housing program. 
Assurances to private developers obviously 
could be stronger under the long-term program. 
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The first question to be posed is: Are 
there substantial reasons for believing 
that private and public activity in this 
field cannot possibly be carried on in 
large volume at the same time? From 
a preliminary examination of available 
evidence, the answer is that despite 
certain widely advertised generaliza- 
tions, no substantial reasons can be 
found for believing in the inherent im- 
possibility of a working arrangement 
between private and public housing 
agencies. 


Masor Pornts or Possrste 
INTERFERENCE 


This conclusion, however, must not 
be taken to deny the need for careful 
analysis and trial in fashioning the 
policy that will free both types of en- 
terprise for the tasks that face them. 
It is certainly clear that the possibili- 
ties of an integrated program could be 
destroyed by clumsy and shortsighted 
action by either party, or, less likely, 
by outside agencies. The next step, 
therefore, is to try to understand at 
precisely what points private and pub- 
lic residential construction touch; for 
it is at these points that friction and 
trouble may occur. 

¿In undertaking this analysis I real- 
ize the impossibility, in a paper of this 
kind, of examining even hurriedly all 
the ways in which private and public 
housing activity might affect each 
other. Any two kinds of economic 
activity have many and varied reper- 
cussions between themselves and with 
other parts of the economic organiza- 
tion. The following discussion, there- 
fore, will have to.be limited to the two 
most obvious, and I believe the most 
significant, points of contact between 
private and public housing: (1) the 
possibility of direct rivalry for tenants 
between the products of the two kinds 
of enterprise; and (2) the process that 
T have called, for lack of a more apt 
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term, “indirect competition.” The 
latter arises from a comparison of 
standards of building, sanitation, ven- 
tilation, open space, and amenities, be- 
tween typical products of private and 
public housing enterprise. 


Direct rivalry 


Little need be said about direct 
` rivalry for tenants or occupants. If 
similar quarters are produced in 
equally desirable districts, open with- 
out restriction to families of the same 
income classes, at approximately the 
same rentals, no one can deny that a 
direct rivalry will result, from which 
the private builders will come out with 
less business and smaller profits than 
they might otherwise have had. Nat- 
urally their plight would be worse if 
the public agency, because of public 
credit, subsidies, or for some other 
reason, were producing a better prod- 
uct at even lower prices. Whether or 
not all private builders would abandon 
the market in question under these cir- 
cumstances is a debatable point. 
Certainly the duplication of facilities, 
although probably good for the ulti- 
mate consumer of the housing, would 
cause bickering, friction, and bad feel- 
ing. It would also mean that the pub- 
lic agency was directing its efforts at 
an income class that needed them rela- 
tively little. It might also result in a 
wasteful overequipment for the pro- 
duction of one kind of housing. This, 
however, is not an mevitable result. 
Asa matter of fact, the overequipment 
might well be considerably less than 
has often characterized private build- 
ing enterprise itself. . 


Indirect competition 


Indirect competition is rather more 
difficult to recognize and analyze. It 
would .be felt, however, if a public 
agency, with the aid of public credit 
and subsidies, produced for income 
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classes below those reached by private 
enterprise, housing that in certain im- 
portant respects (for example, open 
space, ventilation, equipment, light, 
and so on) was very much superior to 
the more expensive private product. 
The public agency might keep out of 
its properties families able to afford 
the private housing. It could not pre- 
vent, however, certain difficulties for 
the private builder and owner arising 
from a comparison of the standards of 
the two kinds of housing. Of these 
difficulties, probably the chief would 
be that occupants of the private build- 
ings would chronically accuse private 
builders, and particularly their land- 
lords, of profiteering at their expense, 
even when the return on the properties 
was not above what would be consid- 
ered normal by commercial standards. 
Furthermore, the tenants would be 
continually bothering the owners for 


‘more equipment, redecoration, repair, 


and so forth, than tenants as a class 
usually try to secure. The results 
might be high operation costs, more 
severe competition in original produc- 
tion, higher rates of turnover of ten- 
ants, and general dissatisfaction and 
uncertainty. 

On the other hand, it should be 
noted that a limited amount of this in- 
direct competition undoubtedly would 
be good for both private builders and 
owners. The standard of demand for 
housing, as for other economic goods 
and services, is subject to wide varia- 
tion according to custom and educa- 
tion. Middle-class families looking on 
low-rent housing in some respects bet- 
ter than their own quarters, would 
soon be in the market for housing in 
which the desired improvements were 
added to their present standard. 

This undoubtedly has happened in 
England in recent years. The mu- 
nicipal housing has been simple in de- 
sign, sturdy in construction, but scant 
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on equipment and gadgets. It has 
been largely cottage type construction 
of group houses at a density of about 
twelve families per gross acre. The 
occupants of these housing estates 
have had greater amenities from this 
open development than many people 
living in more expensive quarters in 
the older and much more congested 
parts of English cities. These fami- 
lies have had little desire to go into 
the municipal housing, and have not 
been admitted in any event; but with 
the betterment of general economic 
conditions during the last three years 
or so, they have become an enor- 
mously profitable market for the pri- 
vate builder. The public housing has 
been an important factor in educating 
them from a rather stodgy satisfaction 
with obsolescence, congestion, and 
often shabby gentility, to an active de- 
mand for up-to-date, new housing, 
with plenty of air and sunshine. The 
extent of this demand, which, of 
course, has been affected by other fac- 
tors as well, has produced the greatest 
private residential building boom in 
the history of Great Britain. 

It is true that this educative effect 
might help private builders at the ex- 
pense of private landlords. The lat- 
ter, however, often suffer from over- 
satisfaction, in the absence of reason- 
able competition, until the forces of 
blight have fastened themselves on a 
district. If residential landlords in 
established districts knew that their 
properties had to be kept up to date, 
fewer districts would go rapidly from 
desirable neighborhoods to blighted 
areas because of absentee ownership, 
haphazard management, wasteful fi- 
nancing, lack of open space, and hope- 
lessly inadequate recreational facilities. 


A SUGGESTED GUIDE 


This brief description of the most di- 
rect relations between private and 
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public enterprise in housing should 
help in outlining a policy that will en- 
courage the full development of each 
in its proper sphere. I submit as a 
statement of the chief principle to 
guide public policy in this respect: 
Public enterprise should be limited to 
developments to house those families 
whose normal incomes do not enable 
them to afford the soundly constructed 
product of private building enterprise, 
meeting modern minimum standards, 
currently produced in substantial vol- 
ume at prevailing wages, in the locali- 
ties in question. Whether or not this 
statement can be accepted as the chief 
guide to volicy, I believe it deserves 
careful examination. Several phrases 
should be noted in particular. 


Ability of tenants to pay 
“Normal incomes” of families waquld 
not include “windfalls” or any other 
substantial, nonrecurrent income 
items. Certainly it would be a capri- 
cious policy that prevented a family 
from moving into a public housing de- 
velopment merely because during the 
year when the development was com- 
pleted the father’s maiden aunt died 
and left him $1,000. 
eLess easily decided are questions 
presented by grown, wage-earning 
children living at home. Offhand, 
many persons would say that all their 
earnings pught to be counted in the 
family income. On the other hand, a 
sound case can be made for counting 
only a part of their earnings. They 
are adult persons, many of whom are 
trying to save a little so that they can 
marry and set up households of their 
own. Most people would agree that 
this is a commendable ambition and 
ought not to be penalized. Yet if all 
their earnings are counted in estimat- 
ing family income, many of them un- 
doubtedly will leave home and go to 
boarding houses where a considerable 
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part of their income will not have to 
go to support the rest of the family. 
This problem has been faced in other 
connections. It is noted here not to 
develop the details, but to call atten- 


tion to a point at which common sense - 


and human judgment are needed. 
The word “afford” also raises ques- 
tions that should be noted, although 
they cannot be disposed of here. The 
primary one is the proportion of fam- 
ily income that can properly be allo- 
cated for rent. Various studies of the 
proportion of income going for rent in 
the expenditures of families of mod- 
erate and low income have been made 
from time to time and are kept reason- 
ably up to date for such purposes as 
the weighting of cost-of-living indexes. 
Judgment must be exercised, however, 
in determining the representativeness 
of the sample studies. I mean by this 
not only the method of selecting the 
families in the samples, but even more 
important, the period in the business 
cycle at which the studies are made. 
For example, it is quite generally 
understood that the amount of rent 
for moderate- and high-income fami- 
lies is usually determined by contract 
for periods of several months, and that 
for families of low income, although 
formal leases are less frequent, it is 
subject to the very considerable weight 
of tradition and custom. For these 
reasons, rent payments are one of the 
“stickier” items in family expenditure; 
that is, less flexible than some others 
to meet changes in purchasing power. 
Rents do move up and down, of course, 
but they ordinarily lag well behind 
costs of food and smmaar items that are 
purchased in strongly competitive 
markets on a day-to-day basis, and 
also behind changes in family incomes.’ 


™Thus in December 1929 the index number 
for cost of food in the Department of Labor’s 
cost of living index for wage earners and lower 
salaried workers in 82 large cities was 167.5 
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This means that during the down- 
swings, and even for a little while on 
the upswing, of industrial depressions, 
the percentage of family income being 
paid for rent will be abnormally large 
and should not be used in estimating 
what any income class of families can 
“afford” to pay in the long run. 
Similarly, care and common sense 
must be used in applying actual per- 
centages of income for rent paid by 
many racial, national, and economic 
groups. It is a known fact, for exam- 
ple, that Negro families, because they 
are usually forced to live in over- 
crowded, segregated districts, pay 
much more for housing of any particu- 
Jar grade than white families with 
wider choice and less subject to racial 
prejudices. One of the results, of 
course, is that the Negro families have 


(1913 == 100). In June 1933, the low point of . 
the general cost index during the last depres- 
sion, the cost of food index number was 102.8, 
a decline of 39 per cent during this period. The 
corresponding index numbers for rent were 
151.9 in December 1929 and 108.7 in June 1933, 
a decrease of only 28 per cent. The lag in rents . 
is also shown by the fact that food costs moved 
up after June 1933, whereas the first upturn in 
the rent index did not occur until July 1935 
(see Monthly Labor Review, Oct. 1936, p. 1069). 

There is, of course, no adequate measure of 
changes in family income. The Department of 
Commerce studies estimate that wages paid out 
in mining, manufacturing, construction, steam 
railroads, Pullman, railway express, and water 
transportation declined from a little over sev- 
enteen billion dollars in 1929 to a little more 
than seven billion dollars in 1933 (see summary 
table, “The Index,” published by the New York 
Trust Company, Feb. 1937, p. 35). Average 
earnings, of course, declined much less. Family 
income is not accurately measured by either set 
of figures. An important factor in the decline of 
family incomes during such periods is the loss of 
income by supplementary wage earners, even in 
families in which the principal wage earner is 
lucky enough to keep a job even at reduced wage 
rates and shortened hours. According to the 
1930 census, taken well before the full effects of 
the depression were felt, the ratio of wage earn- 
ers to families in three low-rent housing areas in 
Chicago was 1.9:1, 2:1, and 1.8:1. 
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less to pay for food, clothing, and the 
other necessities of life, and therefore 
are usually more poorly nourished and 
worse clothed than others of even simi- 
lar income. To require Negro fami- 
lies (or various other income and oc- 
cupation classes, for that matter) to 
continue to pay an unduly high pro- 
portion of their earnings for housing 
space in a public development and 
thus force them to continue under the 
resulting restrictions on other neces- 
sary expenditures would be a stupid 
and vicious public policy. It can be 
avoided, however, by a little foresight 
and critical consideration of the data 
the investigators and statisticians may 
present. 


Construction standards 


In “soundly constructed product,” 
the adverb was not added for rhetori- 
cal effect. It is always possible to re- 
duce original housing costs by jerry- 
building. Many laymen, including 
the purchasers of houses, are easily 
misled by the freshness and newness 
of a building. No rational public pol- 
icy, however, ought to limit public 
housing enterprise to a market below 
that of the jerry-builder. In fact, one 
of the benefits of public housing enter- 
prise, both to the consumer and to the 
private producer of decent housing, 
should be to make the lot of jerry- 
builders much more difficult than it 
has often been in the past. 

To determine what is and what is 
net soundly constructed requires the 
determination of facts and the exer- 
cise of judgment. There is nothing 
automatic or mechanical about this 
process, but it certainly would involve 
nc more discretion, nor would it be 
liable to more abuse, than thousands 
of other decisions that are made every 
day by public officials and by private 
bankers, industrial executives, and 
business men of all kinds. 
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“Meeting modern minimum stand- 
ards” brings up again the questions of 
indirect competition mentioned above. 
Although it is difficult even for so- 
called experts to agree on minimum 
standards, it is not a hopeless task if 
it is broken down to particular locali- 
ties and methods of life. Once the 
problem passes beyond the stage of 
generalizations for the country as a 
whole and enters the realm of adminis- 
trative decision for particular cities 
and metropolitan areas, much of the 
woolliness and wordiness of past dis- 
cussions will disappear. 

The chief danger to rational stand- 
ards, in addition to the opposition of 
owners of obsolete tenements and 
shacks (most of which would have 
been written off as Investments under 
any sound method of accounting), is 
the tendency of some technicians, par- 
ticularly architects, to arrive at stand- 
ards by starting with a middle-class 
housing unit and almost literally cut- 
tingitdown. They reduce room sizes, 
eliminate a feature here and there, 
but in the main merely compress a 
plan of space and mechanical equip- 
ment suitable to a style of life entirely 
different from that of the families that 
wil occupy the low-rent housing. 
The better procedure would seem to 
be to start with the activities and func- 
tions that have to be carried on within 
its dwellmg by a normal family of low 
income, and to provide for the effec- 
tive performance of these functions 
under conditions conducive to health, 
safety, normal development, and a 
civilized sense of privacy. 

Production phases 

“Currently produced” should be a 
double protection. It should protect 
the public agency from the impracti- 
cal requirement that it produce hous- 
ing at lower costs today than private 
enterprise was able to produce it at 
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other times when income and price 
levels were much lower. On the other 
hand, it would enable private builders 
in the future to appropriate a larger 
proportion of the total housing mar- 
ket by demonstrating that they had 
perfected more economical methods of 
producing and operating housing. In 
a brief article the details of adminis- 
trative procedure cannot be developed, 
but certainly it would be feasible, in 
carrying out this proposed policy, to 
require hearings at periodic intervals 
to determine the lower limits of pri- 
vate housing enterprise in the dif- 
ferent localities. It also would be 
practicable to allow more frequent 
determinations upon proper requests 
by responsible, interested individ- 
uals or agencies, either public or 
private. 

“In substantial volume” is neces- 
sary because, particularly at ‘times 
such as the present, red herrings are 
continually being drawn across the 
trail of persons seeking an honest an- 
swer to housing questions by reports 
that Jake Schulz, the builder, is selling 
five-room cottages, with all modern 
utilities, three quarters of an acre of 
land, and a cow, for $1,800. With the 
present disorganization of the building 
business, freakish performances of this 
general kind do occur from time to 
time. Often, of course, Jake turns 
out to be a jerry-builder. Quite as 
often he is building with materials 
from the material supply business of 
his bankrupt father-in-law, which Jake 
bought for next to nothing; his work- 
ing force consists largely of Jake, Jr., 
who is paid 30 cents an hour chiefly 
because he would rather try to be a 
carpenter than go to high school; and 
again, quite often Jake simply will not 
know how much his houses are cost- 
ing him until he will have produced 
enough of them to go bankrupt him- 
self. Clearly, such limited enterprises 
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as these have no significance for hous- 
ing policy that has to be devised in the 
light of the most common or typical 
conditions in private building. 

The importance of the phrase “in 
the localities in question” has been im- 
plied earlier in this paper. Housing 
standards and building and mainte- 
nance costs of all kinds vary too much 
from section to section and from town ` 
to town to allow sweeping generaliza- 
tions to be effective in determining 
practical procedure.’ 


SUMMARY 


In this article I have pointed out 
first of all that now and in the near. 
future, at least, there is a real demand 
for private, and a real need for public, 
housing enterprise. Avoiding the as- 
sumption that the need would neces- 
sarily create a practicable, working 
arrangement between these types of 
agencies, I have examined their chief 
relations to see if there are any basic 
reasons that would prevent the actual 
integration of -their activities. Al- 


®Some persons have suggested writing into 
Federal legislation on the -finance of public 
housing enterprise maximum family incomes 
above which no family would be eligible for 
tenantry in a public development. If this had 
not been’ seriously suggested by one or two 
fairly prominent groups, it would not deserve 
comment here. It clearly would be a clumsy, 
impractical, and harmful arrangement. It is 
well known that industrial earnings and other 
sources of income for poor families vary mark- 
edly from one section of the country to an- 
other, and sometimes even considerably from 
city to city within any one section. Building 
costs also differ widely. It is equally apparent 
that almost any figure suggested might enable 
some families, newlyweds, for example, to obtain 
fairly satisfactory quarters from private enter- 
prise, while the same amount would provide 
only congestion and slum conditions for a fam- 
ily with four or five growing children, in the 
same city. Finally, earnings, building costs, 
and to a less extent the distribution of family 
sizes, are subject to constant change, whereas 
a maximum income section in a Federal statute 
would be relatively inflexible. 
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though the evidence available on the 
major questions is scanty,.it does not 
bear out the claim that both of these 
two types of enterprises cannot be 
pushed vigorously in the immediate 
future. It is true that the method of 
determining the relative fields of these 
two kinds of agencies must be the sub- 
, ject of careful and critical study. 

The following statement has been 
suggested as a guide or principle for 
public policy: Public enterprise should 
be limited to developments to house 
those families whose normal incomes 


do not enable them to afford the 
soundly constructed product of pri- 
vate building enterprise, meeting 
modern minimum standards, produced 
in substantial volume at prevailing 
wages, in the localities in question. 
This statement may well be changed, 
but in its present or modified form it 
should enable responsible leaders to 
divide the total housing market be- 
tween public and private housing 
agencies in such a way that each will 
have plenty to do for some time to 
come. 
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Administrative Problems of Government in Housing 


By Epmonp H. Hosen 


DISCUSSION of government in 

housing must be preceded by 
some definition of what one means by 
“in.” For the purposes of this article 
the author chooses to define “in” as in- 
dicating the actual direct financing, 
planning, construction, and manage- 
ment of housing by public bodies. 
This distinction eliminates most con- 
siderations of the government’s activ- 
ity as insurer of private mortgage 
loans or banker for various private 
home financing. institutions. In other 
words, problems discussed here are 
those arising from present and poten- 
tial direct activity of government in 
the business of providing homes. 

The keynote of current housing 
discussions is decentralization. The 
stress.on this point is due, undoubt- 
edly, to a general reaction against the 
abnormal centralization of power in 
Washington, and to the belief, regard- 
less of any particular attention to the 
political propriety or feasibility of de- 
centralization, that housing will be 
done better by local governments. 
In each of the four major sections of 
this article an attempt will be made to 
evaluate past experience and to sug- 
gest certain new approaches which 
might prove useful in the impending 
era of decentralization. 

The various techniques or policies 
practiced in the housing work of such 
agencies as the former Division of 
Subsistence Homesteads of the Inte- 
rior Department, the Federal Emer- 
gency Relief Administration, the Pub- 
lic Works Administration Housing 
Division, and the Resettlement Ad- 
ministration were frequently the result 
of circumstances which are unlikely to 
obtain in any permanent housing pro- 


gram. Chief among these adverse 
conditions were: limited authorized 
life or activity of each agency, com- 
bination of the two objectives of cre- 
ating employment and housing, the 
application of clumsy fiscal and legal 
regulations of Federal Government 
designed to control a totally different 
kind of activity, and the absence of 
sufficiently definite enabling legisla- 
tion or legal precedent. 

To illustrate the difficulty of apply- 
ing regular government procedure to 
housing construction: In some cases, 
because of the contract procedure nec- 
essary, It was not possible to secure a 
topographical map of a site until the 
architects had proceeded with designs 
to a point where the map would have 
been of little use. 


RELATION OF DIFFERENT LEVELS 
OF GOVERNMENT 


Unlike activities such as education 
and highway development, wherein 
each of the state and local govern- 
ments developed a considerable pro- 
gram previous to any participation or 
coordination by the Federal Govern- 
ment, housing is an activity in which 
local participation is trailing a rather 
bold, initial attack by the Federal 
Government. Furthermore, the Fed- 
eral activity did not take the form of 
grant-in-aid, which device as applied 
in other fields has established both 
quantitative and qualitative require- 
ments governing local participation. 
City-Federal relationships represent 
the greater part of any codperative 
contacts in the PWA program, 
whereas in the programs of other 
housing agencies dealing with sub- 
urban or rural work, the central gov- 
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ernment comes in contact with town- 
ship, county, and state govern- 
ments. 

The difficulties involved in estab- 
lishing workable relationships between 
the various levels of government are 
largely due to a discrepancy between 
theory and actuality. In theory, ur- 
ban housing would seem to be a re- 
sponsibility of the municipality or at 
most the metropolitan area. While 
the municipality may admit this re- 
sponsibility, it in almost no case has 
both the administrative setup and the 
financial resources to deal with the 
problem itself. Had it not been for 
the central government’s activity in 
the field, it is likely that we should 
have seen the gradual development of 
some shared responsibilities between 
the cities and states. As it is, the 
states have been almost totally ig- 
nored. Whether an increased degree 
of state participation is brought about 
by the compulsion of a new Federal 
policy or by some voluntary develop- 
ment within the state, there may arise 
the perplexing problem of a three-way 
relationship brought about by the ren- 
dering of both Federal and state finan- 
cial assistance to a municipal housing 
authority. Thus, the two larger units 
of government would each have a stake 
in an undertaking which, in the inter- 
est of efficient administration, they 
should not seek to control in detail. 


Supervisory responsibility 

In exercising control over more gen- 
eral aspects of a local program, obvi- 
ously both the state and Federal gov- 
ernments should not attempt to 
supervise the same activities. This 
suggests two possibilities: either the 
division of supervision according to 
various classes of activities between 
the Federal and state governments or 
the delegation to the state by the Fed- 
eral Government of entire supervisory 
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responsibility. Under the latter ar- 
rangement Federal grants would have 
to be allocated by states, and the ac- 
tual approval of projects eligible for 
grants would be a function of the 
state. With the aim of retaining 
some control by the Federal Govern- 
ment it would then be advisable to 
provide for the payment of Federal 
grants to a state periodically rather 
than in an initial lump sum. The 
state could then be compelled to for- 
feit its right to the receipt of a grant 
only in the event of its failure to use 
previous payments in the specified in- 
terest of low-rent housing. 

The practical difficulty of this ar- 
rangement of powers is the absence of 
necessary state enabling legislation. 
It is only within the past year that the 
first states have turned their attention 
anew to the use of state credit for pub- 
lic housing projects. Only four are 
empowered to supervise public housing 
projects. At present the stage seems 
to be set for a continuation of some 
kind of Federal-city relationship that 
will foster the development of munic- 
ipal or metropolitan housing author- 
ities. Inasmuch as capable local au- 
thoyities will be necessary in every 
state except a few small highly urban- 
ized ones where a central administra- 
tion alone is sufficient, and inasmuch 
as some states may not develop direct 
financial participation in housing for 
many years, it is quite desirable that 
any immediate Federal program stim- 
ulate the assumption of responsibili- 
ties by municipal or metropolitan au- 
thorities. E 

Changes in Federal policy have 
sometimes left local governments or 
their agencies in embarrassingly iso- 
lated positions. Under early plans of 
both Public Works Administration 


1 See Assembly Bill 129, N.Y. Regular Session 
1937; also House Bili 31, Mass., Regular Session 


1937. 
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and Federal Housing Administration, 
it was thought that state housing 
boards would be intrusted with at 
least a portion of the supervision over 
limited dividend housing projects. 
This proposed arrangement was ex- 
pected to insure project development 
in the interest of families having mod- 
erate or low income, and at the same 
time relieve the Federal agencies of 
the necessity for exercising control 
over detail. 

To date, the limitations and con- 
trols imposed by the Federal agencies 
through contracts for either mortgage 
Insurance or mortgage loans are so 
complete that additional supervision 
by state boards would seem redun- 
dant. In the case of New York, an 
active state housing board is exercis- 
ing its supervisory jurisdiction over 
several projects that are also regulated 
by the PWA, which agency made the 
mortgage loans. Most other state 
housing boards have stood idly by, 
elther because of the failure of the 
government’s limited dividend hous- 
ing program to develop to expected 
proportions, or because the Federal 
agency’s highly centralized operations 
failed to allow any place for state,ac- 
tion. 

It is quite possible that the central 
government will continue its policy of 
Insuring mortgage loans on large- 
scale limited dividend projects or will 
resume its direct lending to such proj- 
ects. In this event every effort 
should be made to provide that the 
Federal agencies exercise only suff- 
cient control to-guard their financial 
interest and then adopt some policy 
of assisting state boards to exercise 
most of the detailed supervision. 


Administrative requirements 


‘Regardless of the provisions of any 
program that may later involve the 
states, there are a number of immedi- 
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ate administrative problems to be 
worked out if a more effective Federal- 
municipal program is to be achieved. 
There must be some standards laid 
down which will guide the Federal 
agency in approving grants for proj- 
ects to be developed by local agencies. 
One of the principal benefits accruing 
from the grant-in-aid as used in other 
Federally assisted activities has been 
the improvement of both physical and 
administrative local standards. The 
standards cannot be laid down im ex- 
act form in Federal legislation, but 
may well be indicated so that in ad- 
ministering the act the following re- 
quirements can be included: 

1. A definite local determination of 
the minimum standards below which 
no housing may be occupied; 

2. A definite determination of the 
minimum standards for new housing; 

3. A determination of the actual 
need for subsidized housing, as evi- 
denced by an analysis of living con- 
ditions and income among the low- 
paid families, and the amount of 
housing available to those families; 

4, An effective program for the cor- 
rection, vacation, or removal of unfit 
housing under the police power. Ifa 
serious shortage of low-rent dwellings 
prevents removal of any large amount 
of unfit housing, the local agency 
should be pledged to the removal of a 
fixed amount of such housing after the 
construction of federally assisted proj- 
ects erected to relieve the shortage. 

5. The creation and consistent fi- 
nancial support of a housing author- 
ity. To date, many cities that have 
created housing authorities have con- 
sidered them merely agencies deemed 
necessary by Washington to assist 
in the developing of federally con- 
structed housing projects. Few au- 
thorities have been furnished with 
either budget or personnel adequate 
to develop a comprehensive local pro- 
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gram in which the current project 
would be only an initial step. In few 
cities is there now sufficient public 
opinion to sustain a housing authority 
in an aggressive program financed 
mainly from local funds and depend- 
ing upon the Federal Government for 
only part of the necessary grants. 

6. The existence of a sound land 
policy including reasonable zoning, 
control over subdivision, and a defi- 
nite plan for land acquisition for hous- 
ing and other public uses. 

7. An agreement whereby the local 
government will contribute a subsidy 
of some sort to supplement the sub- 
sidy supplied by the Federal Govern- 
ment. Cities in which the PWA has 
built or is building projects are subsi- 
dizing these projects to an extent not 
clearly foreseen at the inauguration of 
the program. The Government an- 
nounced at an early date that it would 
pay something in lieu cf taxes if the 
necessary legislation was secured. 
Such legislation was not secured until 
June 1936? and even then did not 
establish a definite working basis for 
the determination of payments. The 
result is that the Government is for the 
first time now in position to frame pro- 
posals, and the cities are for the first 
time faced with the problem of assum- 
ing a fixed financial obligation. The 
local subsidy arises from agreement on 
the part of the cities to accept from the 
Federal Government in payment for 
municipal services sums that are con- 
siderably less than the amount which 
would be realized by subjecting the 
projects to the regular taxes. In a 
number of cases the agreements be- 
tween local government and PWA 
that have been reached or proposed, 
provide for a partial exemption from 
taxation that may be equivalent in its 
effect on rent to the reduction in rent 
resulting from the 45 per cent capital 

* Public No. 837, 75th Congress. 
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grant given by PWA. It is quite 
proper that cities should participate in 
any subsidy necessary to reduce rents 
to a low level, but the amount of local 
contribution and its relation to the 
Federal contribution should be thor- 
oughly understood by both Washing- 
ton and the local governing body at 
the outset. 


LAND ASSEMBLY 


In the Federal programs under- 
taken during the past few years for the 
development of both urban and sub- 
urban projects, land assembly re- 
quired much more time than was ex- 
pected. Tne Government frequently 
was forced to delay site and architec- 
tural planning until such a late date 
that the designers had to work under 
very undesirable pressure, or, in other 
cases, had to redesign a project be- 
cause the site originally contemplated 
could not be attained in its entirety. 
The denial of the right of eminent do- 
main to the Government sometimes 
rendered in possible the acquisition of 
sites which would be difficult to secure 
even with that power. Thus the lo- 
cation and the pattern of projects, es- 
pecially those involving slum clear- 
ance, were dictated in a large degree 
by the availability of sites rather than 
by various measurements of housing 
need or conceptions of ideal site plans. 

As a policy for the future it seems 
desirable to provide for the acquisition 
of sites well in advance of the contem- 
plated date for their development. A 
government program that concen- 
trated upon the acquisition of sites 
rather than upon the immediate con- 
struction of projects would enable lo- 
cal authorities to do more shopping for 
sites and would also enable them to 
attempt the acquisition of areas which 
would otherwise probably have to be 
passed by ertirely because of difficulty 
of purchase. Although such a policy 
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would undoubtedly meet with criti- 
cism from those who expect that a 
public housing program is going to 
solve the low-rent housing shortage 
immediately, it is very likely that ex- 
perience over a number of years would 
prove it to be a sound approach. 

Other methods than direct pur- 
chase or condemnation should be rec- 
ognized. Assembly of sites by taking 
tax deeds or trading tracts in one lo- 
cation for those in another holds un- 
tried possibilities. Housing agencies 
must be allowed much of the freedom 
of private enterprise in this respect, 
and in addition must have the fullest 
coöperation of local governments. In 
fact, coöperation in land acquisition 
should be extended to provide for the 
purchase of land by local agencies for 
the Federal Government—a tech- 
nique utilized so far in only one large 
Federal project. The need for such 
a procedure will be urgent as long as 
the Federal Government continues to 
develop demonstration projects in lo- 
calities where there is no agency ade- 
quate to undertake the entire task, 
but where the Federal Government 
cannot secure the desired site without 
the power of eminent domain. 

It is to be hoped, therefore, that 
Federal public housing legislation will 
permit the allocation of funds to va- 
rious communities to be reserved for 
several years until these communities 
have had opportunity to work out a 
program based on the use of sites 
which they have been able to acquire 
during the first year or so of operation. 
Federal administrative policy might 
well provide that grants for land pur- 
chase be made independently of 
grants for dwelling construction. Of 
course, any grants made for land ac- 
quisition would have to be contingent 
upon the eventual use of the site for 
low-rent housing, or at least for some 
particular purpose such as a park that 
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would improve the housing conditions 
in a given neighborhood of low-income 
families. 

As already intimated, provision for 
economical and rapid exercise of the 
power of eminent domain is essential. 
Contrary to popular belief, the great- 
est value in the exercise of this power 
is not in keeping down prices, but in 
clearing titles and in effecting imme- 
diate possession of property. 


MANAGEMENT 


It is not possible within the confines 
of this article to deal with the various 
detailed management problems con- 
stituted by the relation of a project 
manager to his staff, to his tenants, or 
to outside groups. There are, how- 
ever, several essentials involving the 
relations of the governments involved 
and policies of the managing agency 
that might receive comment. Ob- 
viously, the farther a particular gov- 
ernment is from the project, the less 
jurisdiction it should have over man- 
agement detail. Thus, one of the 
principal tasks that is facing the PWA 
and the Resettlement Administration 
is withdrawal from their direct partic- 
ipation in management and at the 
same time enforcement of certain 
management policies through the pro- 
visions of contracts with a local 
agency. The inertia of the present 
system, however, will undoubtedly 
cause the retention of centralized 
control longer than is desirable; 
and even when nominal decentraliza- 
tion is effected, may hamper the opera- 
tion of projects. There should be 
some immediate definition of the na- 
ture of the Federal Government’s in- 
terest in management. Such a def- 
nition need include hardly more than 
a development of the following pro- 
visions: 

1. The assurance of the perma- 
nence, good character, and adequate 
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financing of the local managing 
agency; 

2. An agreement covering the re- 
payment of the Government’s loan or 
grant; 

3. Provision for recourse in case the 
lccal agency defaults on required pay- 
ments or fails to administer the proj- 
ect in the interest of those groups for 
whom it was developed; 

4. Provision for the use of such uni- 
form accounting and report proce- 
dures as will supply useful information 
to the central government for control 
and research purposes. 

Aside from some initial assistance to 
new local agencies in the form of sug- 
gestions on methods that have proved 
useful elsewhere, Washington should 
not attempt to dictate local manage- 
ment activity. 

There will arise certain local prob- 
lems of political interference, race dis- 
crimination, or competition with cer- 
tain private interests that a local 
agency would be glad to pass on to any 
central agency that presumed to re- 
tain control over all management pol- 
icies. Though it is undoubtedly true 
that the time-honored method of mir- 
ing complainants in the bog of bureau- 
cracy disposes of the complaints, it 
does not establish confidence in either 
the local or the Federal administra- 
tion. 


Local attitude toward responsibility 


At the present time there is some 
hesitancy on the part of local agencies 
to accept the management of PWA 
projects even if offered to them under 
some concise agreement allowing rea- 
sonable local exercise of judgment. 
The first reason for local rejection of 
management responsibility may be 
the fear of exposing a young and 
rather timidly supported local agency 
to all the legal and financial difficulties 
that are bound to appear during the 
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first few years of government activity 


‘in a new field. The second reason 


may be that the projects having been 
developed by PWA without any close 
control by the local agency, that 
agency is hesitant now to put itself ina 
position indicating acquiescence in 
past decisions or acceptance of future 
responsibility for the results of those 
decisions. To be more specific, some 
housing authorities now believe that 
there were certain errors of judgment 
in matters of design, specifications, 
and supervision of construction that 
resulted in unexpectedly high costs. 
These high costs made rents higher 
than those which the authority pre- 
dicted in any presentation of its plans 
to the local government and the pub- 
lic in general. ‘Therefore, an author- 
ity might lose local confidence and 
consequently lessen its future useful- 
ness in the community if it were 
judged solely by the one concrete ac- 
complishment to date—a Federally 
developed project. 


Tenant selection 


Regardless of where management 
responsibility is eventually lodged, the 
problem of tenant selection is one of 
the first to be met, and one whose 
treatment will determine to a large ex- 
tent the attitude of the yet unin- 
formed public. 

The major justification of govern- 
ment in housing is based on its obliga- 
tion to house a certain group of the 
population that cannot be accommo- 
dated satisfactorily through the usual 
operation of private enterprise, and 
whose existence “in unsatisfactory 
dwellings gives rise to social and eco- 
nomic conditions inimical to the wel- 
fare of the community. When the 
development of a housing project 
reaches the point of tenant selection, 
this justification can be tested in a 
very definite manner. It is simply 
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necessary to determine whether each 
family accepted in the project has 
been removed from an environment 
where lack of income forced it to live 
under .conditions unacceptable to the 
community. This standard for ten- 
ant selection would be as easy as it 
sounds were it not for the almost total 
absence of accepted definite local 
standards for minimum adequate 
housing. The revelation of the ab- 
sence of such a standard comes as a 
distinct surprise to persons unac- 
quainted with the subject of housing, 
and as a rather sad reminder to per- 
sons who have become so involved in 
the more advanced phases of the sub- 
ject that they have forgotten the 
starting point. 

The emotional approach which is 
prone to classify many an unpainted 
or outmoded house as substandard, 
and which sometimes regards the ac- 
cumulation of filth in the streets as a 
reason for demolishing the housing in 
the neighborhood, is probably neces- 
sary as a means of arousing public 
indignation that must precede the ac- 
ceptance of a social reform as im- 
portant as housing. This approach, 
however, is not one which can be used 
by the housing administrator when"he 
is faced with the problem of justifying 
the competition of his project with 
properties of private landlords. Un- 
der present conditions, any policy of 
tenant selection that is based on an 
objective other than the removal of 
tenants from well-defined substand- 
ard environment is likely to do more 
harm than good to the housing move- 
ment. a 


PERSONNEL REQUIREMENTS 


Within the brief limits of this ar- 
ticle two specific aspects of personnel 
problems may be presented: first, the 
relation of general housing employees 
to public personnel systems; and sec- 
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ond, the training of housing managers. 
Where there is adequate adminis- 


‘tration of civil service or other per- 


sonnel systems, it is certainly desir- 
able to place all classifiable employees _ 
under the jurisdiction of such a sys- 
tem, with the exception that some 
workable provision must be made for 
the employment of such labor or 
skilled mechanics as may be necessary 
to engage temporarily in construction 
work done directly by the housing 
agency. 

The development of housing man- 
agement as a public function affords 
a most worth-while opportunity to de- 
velop training for public service iri its 
various forms. Experience in Eng- 
land has demonstrated the value of 
trained housing managers. There, 
housing management has become an 
established profession of sufficient 
standing to warrant the maintenance 
of a school conducted by The Women 
Housing Estate Managers Society, a 
professional private organization. It 
is unlikely that the demand for either 
men or women managers in this coun- 
try will, for some years, be sufficient to 
enable a private organization to main- 
tain courses on a self-sustaining basis. 
The four-month course offered by the 
National Association of Housing Offi- 
cials in Washington during the winter 
of 1935-1936 did not represent the in- 
auguration of any permanent training 
activity, but rather sought to accom- 
plish the following: 

1. In the face of circumstances that 
prevented direct Federal action, to 
prepare management personnel for 
immediate key positions in some of 
the most advanced of the large-scale 
projects of both the Resettlement Ad- 
ministration and the Public Works 
Administration; 

2. To determine the feasibility of 
any organized training; 

3. To consolidate some of the best 
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current information on management 
technique in order that it might be 
used in the future for instructional 
purposes in the manner deemed most 
useful. 

Greatest hope for a continuation of 
some management training is to be 
found in some form of in-service train- 
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ing with Federal agencies. As more 
housing projects go into operation, the 
former meager opportunities for field 
work of trainees will be greatly in- 
creased and it will be possible to use 
subordinate staff members of going 
projects for the nuclei of additional 
project staffs. 
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Public Regulation of Urban Housing 


By JOHN [HLDER 


IME was when every man’s house 

was his castle, to be defended 
against his neighbors. But time 
marches on. Today every man’s 
house is a potential threat to his neigh- 
bors. Tomorrow, we hope, every 
man’s house will be an asset to his 
neighbors. 

The castle idea was born when kings 
were more than figureheads and their 
whims were the substitute for law. 
The potential threat concept was born 
of modern knowledge and experience. 
But it had a hard time winning recog- 
nition, for it encountered a hardy 
backwoods derivative of the castle 
idea, entitled “every man has a right 
to do as he will with his own.” This 
was a left-over from the pioneer stage 
of our national development. It grew 
up in forest clearings and on prairie 
homesteads, and was out of place in 
the city. But it had virility, as was 
to be expected from its youth in the 
open; and it had moral support from 
the rural population, a considerable 
proportion of whom were constañtly 
coming to the city.and bringing their 
ideas with them. 

Gradually, however, the potential 
threat concept won its way, and now, 
in its maturity, promises to develop 
into a constructive force that will 
guide as well as defend. But defend- 
ing is still the major part of its work: 
flies from neighboring privy vaults 
still cross lot-line’ fences in many 
American cities; victims of tubercu- 
losis still emerge from their own dark 
rooms to spit on sidewalks that the 
rest of us must use; fire that origi- 
nates in another man’s improperly 
built house still threatens ours—it was 
the fires which destroyed large parts 


of our early wooden cities that first 
made us doubt a little the validity of 
every man’s right to do as he would 
with his own. But many years 
elapsed, we went through many fly 
swatting campaigns, before we were 
convinced by our aching arms that we 
had a right to tell a fellow citizen what 
he must or must not do with his own 
stable manure and garbage. 

Then came a new urban develop- 
ment, roughly coincident with, and 
to a considerable degree consequent 
upon, our discarding horses and bug- 
gies and adopting more rapid me- 
chanical means of transit. For these 
new means of transit were the cause of 
new threats. When our neighbor con- 
verted his quiet one-family house into 
a noisy, swarming, multifamily dwell- 
ing, he injured us even more than he 
had by breeding flies. And the new 
means of transit led to conversions by 
wholesale. The trolley car, the ele- 
vated, the subway, changed whole sec- 
tions of our cities within a decade or 
two from home neighborhoods into 
tenement areas. Now  free-wheel 
transit, especially the private automo- 
bile, is causing even more rapid 
changes, destroying and building. 

So, when we entered upon the age of 
rapid transit, regulation had to move 
fast to keep up. In fact it had to do 
more than keep up, it had to get ahead 
if it was to be effective. That is what 
it is trying to do through city planning 
and zoning. 


ProcrRess IN REGULATION 


From our experience we have 
learned certain things. We have 
learned that a city is more than a col- 
lection of buildings or structures. We 
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have learned that we must do more 
than classify these buildings or struc- 
tures according to use and set aside 
a few for special regulation, as nuisance 
trades distinguished from other trades, 
and tenement houses distinguished 
from other dwellings. We have 
learned that we must think of the town 
or city or urban area as a living, 
changing, developing—but perhaps no 
longer growing—organism, the various 
parts of which have different func- 
tions. This latest lesson we have not 
yet fully learned—there may even be 
question as to whether we fully learned 
the earlier lessons before we were pro- 
moted. But we can, and under pres- 
sure of necessity we do, review the 
earlier lessons from time to time. 
And now we are beginning to glimpse 
the day when we shall regulate hous- 
ing with fair efficiency. 

Historically our progress in housing 
regulation has been, like our progress 
in other ways, a cautious creeping for- 
ward under the spur of necessity. 
Conflagrations led to building codes; 
epidemics led to health and sanitary 
codes. Construction of crowding 
tenement houses led to tenement 
house codes and these developed into 
housing codes. Intolerable ugliness 
and confusion led to city planning; in- 
sufferable losses led to zoning. And 
each of these from a feeble beginning 
has developed until it contains a prom- 
ise of becoming effective. But more 
important, these means of regulation 
so slowly assembled seem at last to fit 
into a pattern. They have functional 
relationships; they supplement each 
other. 

Up to the present we have been en- 
gaged in a catch-as-catch-can contest 
with those whom we have sought to 
regulate. Today we are in position 
really to organize our regulation. 
And when we consciously organize it, 
such complementary but potent gov- 
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ernmental functionings as assessment 
of real estate taxes and granting of 
licenses may be woven into the pat- 
tern. 

While much the greatest part of our 
urban territory is occupied by housing, 
and while the subject of this paper is 
Public Regulation of Urban Housing, 
it has become evident that effective 
housing regulation must take account 
of the whole community—its indus- 
tries, commerce, and recreation as well 
as its housing. Piece by piece we have 
added to our regulations, hoping that 
each would meet our needs. During 
this long process we have been domi- 
nated by the thought that we must 
restrain, even prohibit, the normally 
legitimate desires of some in the inter- 
est of the majority, apologetically ex- 
plaining that liberty must be circum- 
scribed when men live close together. 
Now we are beginning to understand 
that what we need are facilities rather 
than restrictions. 


A New CONTROLLING MOTIVE 


The controlling motive in the reor- 
ganization of housing regulation will 
be to provide means for a greater indi- 
vidual freedom of action under condi- 
tions where that greater freedom will 
be of social benefit. This latest con- 
cept has been the great, though unin- 
tentional, contribution of city plan- 
ning and zoning—much greater than 
any concrete benefits they yet have 
given. By making clear the interde- 
pendence of the central city and its 
suburbs, of industrial, commercial, and 
residential areas, they enable us to 
protect one against the other and at 
the same time grant greater freedom 
within each. 

This greater freedom will be due not 
to a lowering of standards but to a 
decreased temptation to break down 
standards. It has been said that if a 
builder proposed to keep his own 
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money in a house until that house 
wore out, there would be little need 
of a building code or a housing code; 
but he would desire information and 
advice. With the increased stability 
promised by effective city planning 
and zoning, housing regulation will 
tend to become less and less a penal 
code providing punishment for viola- 
tors, and more and more an orderly 
presentation of the lessons of experi- 
ence, 


Topay Wr Ars STILL DEFENDING 


But this is of tomorrow. Today we 
still have the potential threats against 
which we must safeguard ourselves. 
Today our cities are not effectively 
planned, our zoning at its best is tenta- 
tive. From the past we have inher- 
ited disorder and confusion. Tomor- 
row our housing will be located where 
it belongs. ‘Today it exists under the 
shadow of factories and on the upper 
floors of business blocks, while spo- 
radic industries have invaded residen- 
tial suburbs. 

Tomorrow there may be no unfit 
dwellings. Today housing includes 
hovels as well as mansions. Among 
the forms it has assumed are tar-paper 
covered shacks and crude dugouts; 
alley, rear, and street houses; tene- 
ment houses; boarding, lodging, and 
rooming houses; detached cottages 
and row houses; apartment houses, 
apartment hotels, and hotels for 
transients; and millionaires’ palaces. 
Among these are buildings so old that 
they are on the verge of collapse, and 
buildings that exist only in the minds 
of prospective builders. All are sub- 
ject to regulation, for all affect or will 
affect their neighbors and the public 
health, safety, morals, comfort, and 
welfare. 

Illustrative of the practical difficul- 
ties of housing regulation is the mil- 
lionaire’s ex-domicile. He probably 


Tur ANNALS OF THE AMERICAN ACADEMY 


would not be a millionaire if he did not 
try to get the greatest possible salvage 
from his leavings. So he proposes to 
convert it into a makeshift tenement, 
a rooming house, or an antique shop 
with living rooms above. Under what 
conditions should we permit him to 
recoup, in part at least, the cost of that 
which he built for his own gratifica- 
tion? And there are others. Under 
what conditions should we permit the 
speculative builder to seek a profit 
either by constructing new dwellings 
or by remodeling old ones? Under 
what conditions should we permit the 
optimistic small-income home owner 
to makea start? Should we allow him 
to begin housekeeping in a garage on 
the rear of his lot, or in a half house 
that he hopes to finish in a prob- 
lematical future? 

Latest are the proponents of public 
housing, some of whom say that they 
should be free from the regulations im- 
posed upon private builders and own- 
ers. Their argument, while differ- 
ently phrased, is essentially the same 
as that of the past generation’s mil- 
lionaire; they are competent to take 
care of their own. But if they make 
mistakes, as the millionaire did—if 
they change their minds, as the mil- 
lionaire did, who will inherit? The 
answer is, the community, even 
though some individual citizen does 
acquire a title in fee simple. 


Inpirect Means or REGULATION 


So we have a disorderly inheritance 
of things to regulate, and we have an 
almost equally disorderly inheritance 
of means to regulate them. Among 
the latter, several call for comment in 
some detail because they were specifi- 
cally designed for this purpose and 
because they will form the basis for 
tomorrow’s reorganization when hous- 
ing regulation, like traffic control, will 
be more for the purpose of facilitating 
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and less for that of restraining. At 
least passing reference, however, 
should be made to some other and less 
direct or less inclusive present and 
prospective means of regulating hous- 
ing: taxation, public ownership of 
land, slum reclamation, public hous- 
ing, limitation of dividends. One, 
and a sufficient, reason for giving 
these subjects only a passing reference 
is that adequate treatment would fill 
a volume, 

Whether or not taxation may prop- 
erly be used for purposes other than 
raising necessary revenue, used to 
-build or to destroy, it is certain that 
strenuous efforts will be made to use 
it for the latter purposes. These 
efforts will range from making real 
estate assessments run with, not ir- 
respective of, zoning regulations, to 
the levying of all real estate taxes on 
land, while buildings are wholly 
exempt. They will include proposals 
to exempt low-rent housing, both pub- 
lic and private. 

There can be little doubt that such 
taxation would materially affect hous- 
ing. It seems absurd that the use of 
certain land should, through zoning, 
he designated for occupancy by one- 
family dwellings and at the same time 
be taxed as if it were cccupied by six- 
story apartment houses or by stores. 
For in that case the tax, imposed by 
the same government that zones, 
would tend to negative the zoning. 
Exemption of low-rent housing would 
be a form of relief for those below the 
level of self-support. Admitting the 
need for relief, there is question 
whether, considered as taxation or 
considered as relief, this is the proper 
method of giving relief. 

The purpose of those who would 
exempt all improvements while levy- 
ing a full tax burden upon land, is ap- 
proved by many who question its 
probable results. Would it not, for 
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example, promote land overcrowding? 
And land overcrowding is the cause of 
many urban ills. 

Admitting all the evils that accom- 
pany land speculation, recognizing the 
handicap to orderly urban develop- 
ment when a single landowner can 
hold up a necessary public improve- 
ment, these approvers of purpose but 
doubters of method incline toward the 
public ownership of the land. That, 
of course, involves purchase, and some- 
times exercise of the power of eminent 
domain. Except for the taking over 
of tax delinquent properties, it neces- 
sitates expenditure of time and money. 
The land tax, theoretically, promises a 
quicker and a cheaper solution. But 
aside from the moral question of tax- 
ing away the value of an investment 
made in good faith, there will remain 
troublesome problems of title when 
the municipality must actually acquire 
a site. So attainment of the purpose 
may, in practice, prove no easier or 
speedier through the land tax than 
through purchase. 

Slum reclamation and public hous- 
ing are in line with traditional methods 
of solving our problems. They deal 
with acute phases and go only as far as 
current public opinion warrants. As 
the post office is a socialistic institu- 
tion existing in and serving a capital- 
istic society, so these limited forms of 
public ownership of real estate may 
serve private ownership as a whole. 

So, too, with limitation of dividends. 
A potent cause of bad housing, of land 
overcrowding and barrack tenements, 
has been the possibility of large, im- 
mediate profits-féllowed by losses 
after the promoters have unloaded. 
If long-term investment at a moderate 
profit can be gradually substituted for 
short-term speculation, there is little 
question that the amount ‘and the 
quality of medium and low-rent hous- 
ing will be increased and improved. 
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Pource Power REGULATION 


But the above are supplementary to 
the subject of this paper. Direct and 
evident public regulation of urban 
housing is based upon the police power. 
At present this power is exercised in 
the main through health and sanitary 
codes, building codes, housing codes, 
and zoning codes. Binding these to- 
gether, giving them a new significance, 
is our slowly developing conception of 
a city plan that will make more evi- 
dent the advantage of regulation as a 
guide rather than a restraint. 

With the exception of housing codes, 
these codes include the other factors in 
urban development, dealing with hous- 
ing only as one of the factors. In this 
lies both strength and weakness; 
strength because it emphasizes the 
relationship of housing to the other 
factors, and weakness because the nec- 
essary generalizations leave housing 
inadequately regulated. The sani- 
tary requirements for a factory or a 
store—-the requirements for light and 
ventilation, for egress in case of fire, 
for privacy, in a business building that 
is used only part of the day and by 
adults in the prime of life—are not al- 
ways adequate for dwellings occupred 
day and night and by children and 
the aged. Recognition of this is evi- 
denced by fragmentary insertions in 
other codes where there is no housing 
code, such as requirements for window 
sizes in a zoning code. But these in- 
sertions do not meet the need; so a 
housing code is a necessary supple- 
ment. 


Health codes 


The Health Code, a law or series of 
laws with supplementary ordinances 
or regulations, includes requirements 
for sanitation that range from plumb- 
ing through pools of stagnant water in 
the yard to weeds on a neighboring lot. 
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Often it attempts to prevent room 
overcrowding, but it has no control 
over the size or the plan of the room. 
Its purpose, of course, is to protect the 
public health. Its effectiveness de- 
pends not alone, perhaps not so much, 
upon the provisions of the code as 
upon the character and ability of the 
administrator; for the health of many 
of our cities is maintained at its pres- 
ent level largely by orders backed by 
prestige more than by law. 

One of the most effective powers 
that can be given a health department 
is that to vacate and to hold vacant 
any dwelling it believes is unfit for 
human habitation. Many health de- 
partments have the power to vacate, 
but few have the power to prevent re- 
occupation. In the past some health 
departments exercised the power to 
order demolition of insanitary build- 
ings. But while statutes granting this 
authority still exist, court decisions, as 
in the case of demolitions by the build- 
ing inspector, have bred caution in 
their use. 


Building. codes 


The Building Code, again a law or 
series of laws supplemented by ordi- 
nances and regulations, deals primarily 
with structural safety. Its technique 
has to do with stress and strain, with 
functional equipment (like elevators), 
with resistance to fire, and with work- 
manship. Ina changing world, build- 
ing codes probably lag farther behind 
than others. New materials of which 
the code’s drafters had no knowledge 
are constantly appearing. New equip- 
ment for buildings is constantly being 
invented. Community standards, as 
in smoke prevention, are rising. 
These complicate the age-old contest 
between the builder who makes a per- 
centage on added costs and the owner 
who must pay the bill. 

Concerned as it is with structural 
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safety, the Building Code must take 
cognizance of buildings from the day 
a plan is submitted to the day of demo- 
lition. And of all these days, that of 
demolition causes most anxiety to the 
administrator; for, like the health offi- 
eer, he has had court decisions that 
have taught him caution. At a na- 
tional conference of building inspectors 
one delegate stated that his objective 
was to condemn a building the mo- 
ment before it collapsed. There are 
instances where building departments, 
uncertain when that moment would 
come, have barricaded the public 
sidewalks for the protection of pedes- 
trians. 

Even at its best, condemnation of 
unsafe buildings under the police 
power is ineffective. In the older sec- 
tions of some cities there are areas that 
look as if they had been bombarded 
by hostile cannon. Vacant lots, lit- 
tered with débris and rubbish, flanked 
by decrepit structures that obviously 
miss their former support, show where 
unsafe buildings once stood. Their 
removal may have saved some lives, 
but it has given the neighborhood an 
air of desolation that hastens its decay 
and that imposes heavy tax burdens 
upon owners of solvent properties else- 
where. In such areas slum reclama- 
tion, implemented by the power of 
eminent domain, 1s needed to complete 
what the police power has begun. 


Housing codes 


A Housing Code supplements the 
Health Code, the Building Code, and 
the Zoning Code. Its concern is with 
the occupants of the dwelling. For 
them it seeks to provide a habitation 
that will meet their needs in terms of 
health, safety, morals, comfort, and 
welfare. It deals with rooms and 
room arrangement, with provision for 
light and ventilation, with adequacy 
and convenience of toilet facilities and 
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of water supply, and with protection 
against the weather and against fire 
and vermin. 

In order that its requirements may 
be commensurate to needs, the Hous- 
ing Code classifies dwellings according 
to type—one-family, two-family, mul- 
tifamily—-and applies provisions to 
each. It also makes a distinction be- 
tween dwellings not yet erected and 
those in existence at the time of its 
enactment. For the former its stand- 
ards are higher, so as new dwellings 
succeed old the community standard 
automatically rises. For the latter it 
specifies what alterations must be 
made. It sets standards of mainte- 
nance. Its requirements are city- 
wide, but they apply to individual 
buildings, not to neighborhoods. 


Zoning codes 


The Zoning Code supplements the 
others and applies its provisions to 
areas instead of to individual build- 
ings. It deals with the uses that may 
be made of properties within an area, 
the height of buildings within that 
area, and the proportion of their lots 
that these buildings may occupy. 
Details of construction it leaves to the 
Building Code; of house plan and ar- 
rangement, to the Housing Code. 

Adoption of zoning codes became 
epidemic during the years following 
the World War. The then prevailing 
housing shortage prevented wide 
adoption of housing codes, for public 
opinion acquiesced in the erection of 
any dwelling that promised at least 
temporary shelter. But ‘there was 
abundant vacant’ Iand on the out- 
skirts, and those who had invested 
their savings in homes feared that 
their neighbors might convert one- 
family houses into multiple dwellings 
or business buildings. Probably the 
great majority of zoning codes were 
adopted to protect good residence 
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neighberhoods from invasion by hos- 
tile uses. 

This partial zoning was of value as a 
temporary stop-gap. It checked dis- 
integration. But it missed tne great 
contribution that zoning had to make 
—-a conception of the community as 
an organized whole instead of as a mis- 
cellaneous jumble. 

The task of zoning is to divide the 
community’s area into districts that 
will supplement each other—that, 
among them, will permit the full de- 
velopment of every activitz “hich 
ministers to the communitr’s well- 
baing. It was perhaps the first of our 
attempis at regulation that was defi- 
n.tely positive instead of negative. 


RELATION to Crry PLANNING 


Zoning therefore is closely allied to 
eIty planning. It deals primarily with 
private property behind the building 
‘ine. City planning deals primarily 
with public property outside t 1e Duild- 
ing Ime. Obviously the two must go 
zogether. The master city plan makes 
practicable the interrelatiorships of 
different zoning areas. It provides 
through traffic arteries and by-fasses. 
I= locates terminals, parks, play- 
zrounds, and publie buildings where 
they will be most serviceable. Zon- 
` img confirms this by its use end bulk 
districts. The more detailed zity plan 
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determines the character of streets 
that serve an area—one kind for in- 
dustrial districts, another for commer- 
cial, another for residential. And 

zoning confirms this. 

At least this is what city planning 
and zoning promise. But at this mo- 
ment the promise is not so clear as it 
was. The fervor and the vision of the 
earlier city planners seem in some de- 
gree to have been transferred to the 
wider spaces, the easier problems of 
regional planning. The quick de- 
velopment of whole valleys and water- 
sheds has a fascination that is lacking 
in the slow redevelopment of existing 
cities. So city planning seems to have 
fallen into the hands of administrators 
whose eyes are on the letter of the law, 
whose vision is being concentrated on 
blocks and lots. Individual street 
widenings to relieve present traffic 
congestion, spot zonings of individual 
lots in response to pressure, are becom- 
ing more common. 

But as zoning outlived its early de- 
fensive attitude, as city planning out- 
grew the Fauntleroy days of its child- 
hood, there is reason to believe that 
they will renew their promise and, co- 
ordinated with the other means for 
regulating housing, will give us the 
kind of regulation under which every 
man’s house will become an asset to 
his neighbors. 
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The British Housing Program’ 
By N. H. Enare 


HISTORY of housing would un- 
doubtedly reveal that housing 

has always been a problem. Advanc- 
ing civilization has failed to discover 
an adequate solution to the persistent 
and perplexing question of the appro- 
priate adjustment of the supply of 
suitable shelter to the demand. Even 
Great Britain, which has been con- 
scious of certain aspects of housing for 
nearly a century and which is the un- 
questioned leader in public housing 
today, has failed to find a complete 
answer despite the existence of housing 
legislation since 1851.2. Without un- 
derestimating the admittedly great 
progress which has been made since 
that time, the magnitude of the exist- 
ing problem must not be ignored. In 
a review published in November 1935, 


by which time between two and a half 
and three million new houses had been 
constructed since 1919, the National 
Housing and Town Planning Council 
stated: 


Notwithstanding the construction of this 
large number of houses, there is still a 
serious shortage in many parts of the coun- 
try of modern dwellings which can be let 
at rents within the means of the lower paid 
wage earners. 


Barriso Houstne REQUIREMENTS 


An estimate based on a survey of the 
housing situation, published in the 
March 31, 1934 issue of The Economist 
(London) showed that in England 
and Wales in 1931 there were 2,640,000 
persons living at a density of more 
than 2 persons per room. The esti- 


TABLE I—Estimatrep Houstnc REQUIREMENTS ror Great BRITAIN, 1931-1951 3 





Shortage of houses: 


Excess of “natural units” over census families...% 2.0... 000.00 eee 
OVERCrOWOIn sng sie tons in bee EENAA ARRIN ENEON OVEA 
Prospective increase in number of families.......... 0.0. see eee 
Obsolescence so. eS a a a ee nee ee need Hedieiis SeMme eae: 


Total, England and Wales. <. 4.4s42/syaweseseaeve aise oend een wes 
Add 10 per cent for Scotland. ....... 0... cece eee ee cer ee eeeee 


‘Lotal-—Great Britains jas vi odo oo eS aes Oa Sates BS ie Ree eee 


* Based in large part upon material collected 
by Osborn S. Watson, United States Trade 
Commissioner, London, England. 

“14 and 15 Victoria, Chap. 34, contained in 
the Statutes at Large of Great Britain, Vol. 20. 
As early as 1838 the Chadwick report called at- 
tention to the sanitary conditions under which 
British working people lived. 
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Number of Houses 


Lower Upper 
Estimate Estimate 
220,000 220,000 
200,000 800,000 
714,000 714,000 
1,880,000 3,760,000 
300,000 1,000,000 
3,414,000 | 6,594,000 
341,000 659,000 
3,755,000 7,253,000 


mated number of dwellings required 
to be built during the two decades be- 
tween 1931 and 1951, in order to house 
the population properly, is shown in 
Table I. These estimates of mini- 


3 Source: The Economist, London, March 31, 
1934, p. 687. 
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mum requirements “would solve only 
the worst of the overcrowding evils 
and lack of sanitation.” The upper 
estimate was considered a reasonable 
calculation of requirements. 


CURRENT STATUS OF BRITISH 
HOUSING 

British housing is today facing two 
related but distinct phases of rehous- 
ing. These are slum clearanceand the 
reduction of overcrowding. A five- 
year slum clearance program, initiated 
under the Housing Act of 193C, which 
provides Government subsidy. will be 
completed by March 31, 1938. The 
reduction of overcrowding Is p:ogress- 
ing under the authority of the Housing 
Act of 1935. The Minister of Health 
in a recent address stated: 


. . . the original programme aimed at the 
removal of about 1,300,000 people from 
unfit houses and the provision of new ac- 
commodation for the same numbez of peo- 
ple. So far the erection of new hcuses has 
been approved for about 900,00C people, 
about 500,000 of these are already in the 
new houses and about 250,000 are waiting 
for the completion of houses already com- 
menced. Since the original programmes 
were submitted additions have been made 
which will add another 300,000 tc the list 
of those for whom decent homes have fo 
be found. As you will have noted good 
progress is being made and we shal b= dis- 
appointed if the end of March, 1£38, does 
not find nearly a million persons ~ehoused 
out of the slums.* 

To facilitate the overcrowcing re- 
duction program, a very extensive sur- 
vey was made of some nine mulion 
dwellings. On the average, 3.8 per 
cent of these “were found to ke over- 
crowded according to standards” of 
the Housing Act, although th2re was 

t Right Honorable Sir Kingsley Wood, M.P, 
Minister of Health, in an address befor tke Na- 
tional Housing and Town Planning Cenference, 
Harrogate, Nov. 27, 1936, p. 2. Copy of 
address supplied by London Office, United 
States Department of Commerce.) 
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wide variation from place to place. 
Sir Kingsley Wood points out that 
overcrowding abatement, despite the 
1935 Act, takes second place to slum 
clearance in British housing activity. 
He states: 


In some areas the completion of the slum 
clearance programme will keep the local 
authority busy for some time to come. 
Where this is so, this work will generally 
have priority over other housing activities. 
‘The Government subsidy under the 1930 
Act is being kept at its present high level 
for all houses completed by the end of the 
five-year campaign, that is to say, 31st 
March, 1938. This was done as a definite 
encouragement to local authorities to com- 
plete their programme within the allotted 
time, and all prudent authorities will take 
full advantage of the facilities offered. In 
practice, therefore, many authorities will 
necessarily confine their immediate build- 
ing activities to the erection of houses un- 
der the Act of 1930. This does not mean, 
however, that they are meanwhile pre- 
cluded from taking effective steps to abate 
cvercrowding. Quite the contrary. No 
matter under what Act a local authority is 
proceeding, when they are erecting new 
houses they will have in mind the general 
needs of their district. ‘The information in 
their possession, as a result of the recent 
cvercrowding survey, will be of the great- 
est assistance to them in making their plans 
for the future accommodation to be pro- 
vided. That survey gives each local au- 
thority information as to the number and 
sizes of the working-class families in their 
districts and also as to the number and 
sizes of the working-class dwellings in their 
districts and, therefore, enables them to see 
at once if they have a shortage of any re- 
quired type of dwelling or a surplus of any 
cther type. Accordingly, when they are 
displacing families by slum clearance opera- 
tions the size of the replacement houses 
will not be determined merely by reference 
to the size of the families displaced. Some 
cf the replacement houses will be made big 
enough to take overcrowded families, while 
cther accommodation, for example, an 
existing Council house, may be used to ac- 
commodate the families displaced by slum 
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clearance. It is probable that in this way 
the operations of slum clearance will serve 
to abate many cases of overcrowding.’ 


It is evident from these remarks that 
some progress has been made and is 
being made in correcting the housing 
difficulties of the British Isles. The 
methods followed in achieving such 
marked results deserve the careful con- 
sideration of all students of housing. 
In the following discussion these meth- 
ods are examined under the three ma- 
jor headings of finance, construction, 
and management. 


FINANCING THE BRITISH PROGRAM 


The success of any nation-wide 
housing program depends upon many 
factors. First, a definite goal is es- 
sential. The British people have 
evolved their objective, which is a 
home for every family, and a home 
which is adequate from the stand- 
points of size, equipment, sanitary fa- 
cilities, and cost. To accomplish this 
end, it has been recognized that a 
large measure of Government assist- 
ance is essential, a fact which raises 
the practical problems of how Govern- 
ment aid shall be administered so as 
to achieve the desired goal most satis- 
factorily. In general, the British plan 
has been a combination of state aid 
and local administration, coupled with 
a local financial burden supplementing 
state funds. 

Government-aided construction, in- 
augurated on a large scale immediately 
after the war because of the pressing 
need for increasing the supply of dwell- 
ings at low cost for low paid wage earn- 
ers, gave a considerable impetus to 
building, and for four years the num- 
ber of houses built with Government 
assistance far outnumbered those built 
without such assistance. Again in 
1925, when the force of the 1924 sub- 
sidy became effective, subsidized 

5 Sir Kingsley Wood, op. cit., pp. 8—4. 
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houses outnumbered those built by 
private enterprise, and this continued 
until the 1923 subsidy expired in 1929. 
Since that time, private enterprise has 
forged ahead. In fact, since July 
1934, no Government-aided houses 
have been built except those receiving 
aid under the slum clearance subsidy 
of 1930. During the period between 
1919 and August 31, 1936, 1,313,879 
Government-aided houses were built, 
while private enterprise was instru- 
mental in constructing 1,697,443 
units.® 

It appears that private enterprise 
and Government-aided enterprise 
have followed parallel courses in the 
house building program, although 
working on different levels, private en- 
terprise catering to the higher income 
groups. No doubt private enterprise 
would have entered the low cost build- 
ing field to some extent had not the 
Government done so. On the other 
hand, private enterprise has undoubt- 
edly benefited by the impetus given to 
building through the large operations 
initiated by the Government in the 
years just following the war. 

The governmental financial schemes 
relating to housing and rendering as- 
sistance in various forms, which date 
from the war, may be grouped in three 
principal divisions, namely: general 
housing, slum clearance, and rural 
housing. Under these divisions aid 
is granted to public utility societies, 
building societies, and private individ- 
uals, as well as to local authorities. 


General housing 


The Housing and Town Planning 
Act of 1919 directed local authorities 
to draw up plans for providing work- 
ers’ houses. The Government guar- 
anteed to compensate local authorities 

* Based on data from “Facts and Figures,” 


published by the National Housing and Town 
Planning Council of London. 
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for deficiencies between income and 
expenditure on houses constructed un- 
der the Addison Scheme, conteined in 
the Act, where such deficiencies ex- 
ceeded returns from a local peany tax 
designed to cover such losses. Fands 
to carry on this subsidy were reised on 
long-term loans. Assistance to build- 
ing societies was provided in zhe Act 
in the form of a percentage of nterest 
and redemption payments, buz build- 
ing societies did not make mach use 
of these facilities. Additional powers 
were provided by the Housing Act of 
1919, which granted governmental 
subsidies ‘in nonrepayable lump-sum 
donations from £130 to £160. These 
sibsidies were increased in _920 to 
£230-£260. Types and total zosts of 
houses to receive this assistance were 
specified. Because of the repid in- 
crease in building costs and th2 heavy 
burden laid on the Treasury by de- 
mands for this subsidy, the granting 
of new subsidies was suspended in 
1921. 

Under the Chamberlain Scheme 
contained in the Housing Act 3f 1923, 
the Government bound itself to give 
a limited contribution of £5 per Louse 
for twenty years to be applied to the 
loss which the local authoritie might 
meur in building houses. Local au- 
thorities also were authorized to give 


- assistance to builders or others desir- 


ing to put up workers’ houses, such 
schemes generally requiring the ap- 
proval of the Minister of Health. 
Power was also granted to tae local 
authorities to increase the amount of 
the grant by assessing high=r local 
taxes. These grants could ke made 
for houses built either for sak cr for 
rent, and were principally used for 
houses built for sale by private enter- 
prise. These grants were not stapped 
in 1925-1926 as originally provided, 


but were extended in 1924 for five | 


years, reduced in 1927 to £4, ard termi- 
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nated in 1929. With this assistance, 
75,309 houses were erected by local 
authorities and 362,738 by private en- 
terprise. 

Through the powers delineated in 
this Act, local authorities were further 
authorized to make loans to private 
enterprise for building houses of not 
more than £1,500 in value. An earlier 
Small Dwellings Acquisition Act was 
amended to facilitate loans to owner- 
residents for houses of not more than 
£1,200 in value. Guarantees to build- 
ing societies were authorized enabling 
local authorities to assist in such oper- 
ations if it seemed desirable. 

In addition to the terms of the 
Chamberlain Scheme, the 1924 law 
created a new form of financial assist- 
ance in an increased subsidy for houses 
not to be sold but to be rented under 
special conditions. The principal con- 
dition was that when the annual rates 
(tax on assessed rental value) were 
not over £4 10s. per house, such 
houses were to be rented at figures not 
exceeding those charged for similar 
prewar houses in the district. The 
1924 Scheme authorized a subsidy of 
£9 a year for forty years in urban areas 
and £12 10s. a year for forty years In 
rural areas. Under this Act, 493,449 
houses were built by local authorities 
between March 1925 and March 1934, 
and the cost to the Government was 
£3,750,000 annually. A revision of 
the Act in 1927 reduced the subsidy to 
£7 10s. in urban areas, and to £1] in 
rural areas. Grants were terminated 
in December 1932. | 

The Housing Act of 1933 discon- 
tinued the subsidies granted under the 
1923 and 1924 Acts except for the sub- 
sidies for slum clearance, which were 
retained intact. A provision in this 
legislation empowered the Minister of 
Health to reimburse local authorities 
for part of any loss sustained in guar- 
anteeing loans to building societies in 
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order to encourage such loans. Build- 
ing societies agreed under this Act to 
lend funds at one per cent below their 
normal interest levels. Not many 
houses, however, have been built with 
this assistance. 


Slum clearance 


The Housing Act of 1919 included 
assistance to local authorities in carry- 
ing out schemes undertaken for the 
clearance of unhealthy areas, in as- 
sumption of losses by the Government 
for expenditures in excess of the lim- 
ited liability of the local authorities. 
This assistance ended in 1921. Anew 
application of subsidies was developed 
in the Housing Act of 1923 in which 
authorization was given the Minister 
of Health to make grants to local au- 
thorities towards loss incurred, the 
amount of the grant in the form of an- 
nual contributions being settled in 
each case through consultation with 
the local authority. The grant was 
not to exceed 50 per cent of the esti- 
mated average annual loss. Approxi- 
mately fourteen thousand houses 
were built under assistance from this 
Act. 

Yet another innovation in handling 
subsidies for slum clearance was 
brought forward under the Housing 
Act of 1930. Annual payments were 
made on the basis of the number of 
persons displaced who would later be 
provided with new accommodations at 
low rents. These subsidies were 45 
shillings per person rehoused in town, 
50 shillings in rural districts in Eng- 
land and Wales, and 50 to 55 shillings 
in rural and urban areas in Scotland, 
annually for forty years. Additional 
payments could be applied if part of 
the buildmg condemned was not in- 
sanitary and had to be purchased at 
market value, such supplementary 
subsidies not to exceed 15 shillings per 
person. When the land cost was more 
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than £3,000 per acre in central city 
areas and tenants had to be rehoused 
in tenements of over three stories, the 
subsidy per person was raised to 70 
shillings per annum for forty years. 
In four years ended March 1934, some 
17,450 houses were provided under this 
scheme. In April 1933, in order to 
speed up the slum clearance activities, 
the Government, through the Minister 
of Health, arranged to survey the 
country for slum clearance ‘ areas 
and those which required recondi- 
tioning. 

In August 1935 a further housing 
law was enacted which was designed 
principally to make better provision 
for the abatement and prevention of 
overcrowding, the redevelopment of 
urban areas in connection with the 
provision of housing accommodations 
and the reconditioning of buildings. 
This Act also provided for the estab- 
lishment of a housing advisory com- 
mittee and of commissions for the 
management of local authorities’ 
houses. Provision was further made 
to enable a local authority, with ap- 
proval of the Minister of Health, to 
arrange with public utility societies, 
building societies, and so forth, to pro- 
vide housing for persons displaced by 
the furtherance of clearance schemes. 
Consolidation of housing contributions 
and accounts under the several hous- 
ing acts now operative was provided, 
looking to the simplification of this 
part of the work. This Act modified 
the subsidies allotted for dwellings to 
relieve overcrowding as follows: on 
sites costing £1,500 per acre, 100 shil- 
lings per year peredwelling for twenty 
years; on sites ranging from £1,500 to 
£6,000 per acre, 120 to 160 shillings per 
year per dwelling for forty years. For 
buildings on land of higher price, the 
subsidy is increased 20 shillings for 
each additional £2,000 per acre paid for 
land. 
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Rural housing 

The Housing Act of 1926 was de- 
signed to meet the special needs of 
rural workers, and intrusted country 
councils with the authority to assist in 
firancing the renovation of olc houses 
or the remodeling of existing buildings 
fo? housing by agricultural workers 
where the cost was not under £30 on 
hcuses which when completec would 
have a value of not over £400. Con- 
tributions were to take the “orm of 
lump-sum payments for repai: o? an- 
nial payments during a maxinum of 
twenty years. Total subsidizs were 
nct to exceed two thirds of tctal out- 
lay, or £100 per house. The banefit of 
the subsidies was to be passed on to 
tenants, and their rent during twenty 
years was not to be put over zhe nor- 
raal level usually paid by agrrultural 
workers in the district. This provi- 
sion was obligatory unless it could be 
shown that the owner received less 
than 3 per cent interest on capital in- 
vested by him in improvements. Fur- 
ther provision was made in the Act for 
granting loans up to 90 per cent cf the 
value of the improved house in addi- 
tion to the subsidies. By an amend- 
ment to the Act in 1931, the term of 
tke 1926 Act was extended to Dezober 
1836. 

Additional Treasury assistance was 
authorized in 1931 to assist in furnish- 
ing houses for rural workers and others 
in agricultural districts on reconmmen- 
dation of an Advisory Commitzee to be 
appointed under the Act. Ths assist- 
ance applied to districts where the lo- 
cel councils had satisfied certain. con- 
ditions and filed applications kefore 
November 30, 1931. The Housing 
Act of 1935 extended the operation of 
the Acts of 1926 and 1931 urtil June 
24, 1938, and also made the National 
Treasury contribution under these 
Acts available for dwellings owned by 
Iccal authorities. 
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In addition to state aid to local au- 
thorities for general housing, slum 
clearancs, and rural housing, provision 
has beer made for construction with- 
out state aid through public utility 
societies and building societies. 


Public użility societies 


Provision has been made in the 
housing legislation to facilitate con- 
struction by public utility soci- 
eties (voluntary housing associations) 
through loans and grants from the na- 
tional amd local treasuries. 

The act of 1930 provided for the 
granting of subsidies to public utility 
societies for new housing for persons 
displaced from a clearance or improve- 
ment area or from insanitary houses. 
The anrual grant may be equal to or 
greater than the contribution provided 
by the National Treasury. The 
amount is left to the discretion of the 
local authority. 

The 1319 Act provided for advances 
of 75 per cent of the purchase price of 
the lanc and cost of the building as a 
loan. The amortization period was 
set at fity years. The 1925 Act pro- 
vided tkat local authorities might (a) 
make leans to public utility societies, 
and (b` subscribe for share or loan 
capital of such societies. The 1935 
Act provided for Government loans to 
public utility societies up to 90 per 
cent with local authority guarantee, 
but to 75 per cent if such guarantee 
cannot be obtained. 

Approximately 250 public utility so- 
cieties have been registered in Great 
Britain since 1919. The greater num- 
ber of tie houses erected through this 
agency by this means have been done 
with Government subsidy assistance. 


Building societies 


Wher the subsidy phase of the 
building plans in Great Britain was 
closed by the 1933 Housing Act, ex- 
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cept for slum clearance, provision was 
made to aid building societies to be- 
come the sources of the cheapest form 
of finance available for the encourage- 
ment of private construction. These 
societies have undertaken, through 
pooling of resources, to advance on 
mortgage for thirty years, 90 per cent 
(instead of 70 per cent as formerly) of 
the value of the building, at interest 
rates one per cent below normal.” It 
is stated on good authority that since 
the war the building societies have 
played a very large part in providing 
new houses, having financed up to 1934 
over half of the two million houses 
built during the period.2 Terms of- 
fered by the building societies at pres- 
ent under the provisions of the Hous- 
ing Act of 1933 are advances to be re- 
paid within thirty years at 3.5 per cent 
interest in the North and Midlands, 
and at 4 per cent in London and the 
South. Should private enterprise fail 
to utilize the facilities thus made avail- 
able, provision is made for local au- 
thorities to build without subsidy. A 
Ministry of Health Circular of May 
99, 1933, stated: 


The local authority will remain responsi- 
ble for the provision of necessary houses in 
their district if private enterprise does not 
provide them, and it is understood that the 
Minister is now prepared to give due con- 
sideration to proposals of this kind pro- 
vided that the local authority adduces 
satisfactory evidence (a) that the houses 
are actually needed in the particular area, 
and (b) that private enterprise is not at- 


T Mr. C. F, Palmer, in a recent address before 
the Building Congress in Boston, stated: “Mak- 
ing all this possible are the bankers at the head 
of the building societies. Their assets increased 
from $435,000,000 in 1920 to $3,000,000,000 in 
1936. They went up nearly 100 per cent after 
the depression while those of the building and 
loan societies of the United States fell 25 per 
cent.” 

8 “Housing England,” Political and Economic 

Planning, London, Dec. 1934, p. 70. 
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tempting to meet the need, despite the new 
facilities afforded under the 1933 Act. 


This duty of the local authorities 
was again referred to in the sixteenth 
annual report of the Ministry of 
Health, 1934-1935. Houses provided 
by local authorities without state as- 
sistance from March 31, 1932 to and 
including March 31, 1935 numbered 
10,691, of which 1,072 were under the 
London County Council and 9,619 in 
the rest of England and Wales. 


Private enterprise 


The Small Dwellings Acts and Sec- 
tion 92 of the Housing Act, 1935, pro- 
vide for loans direct from local authori- 
ties to private persons for owner-occu- 
pied dwellings, and the Housing Act, 
1933 (Financial Provisions) provides 
special facilities for houses built to 
rent. l 

On the local authorities (city and 
county councils) throughout the coun- 
try rests the responsibility for provid- 
ing adequate housing for their respec- 
tiveareas. There are several methods 
by which the local authorities can se- 
cure funds to carry out housing 
schemes which include purchase of the 
necessary land. There are: (1) bor- 
rewing directly on own account 
through the publie issue of stock; (2) 
borrowing through banks and insur- 
ance companies through mortgaging 
their taxes and revenues; (3) borrow- 
ing through the Public Works Loans 
Board (also available to publie utility 
societies); (4) borrowing from finan- 
celal institutions by hypothecation of 
their National Savings Certificates to 
one half of the .value of such certifi- 
eates; (5) issuance of Housing Bonds 
by all but local authorities of metro- 
politan boroughs; and (6) imposition 
of special taxes, supplemented by Gov- 
ernment subsidy, as specified in certain 


« subsidy acts. 


In some instances the Government 
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has floated long-term loans tw furnish. 
funds for the, liquidation of zommit- 
ments assumed under legisla -ion cre- 
ating housing subsidies. 

Table II summarizes the <inancial 
contributions of the Government to 
housing schemes in England ard Wales 


American ACADEMY 


The non-parlor standard type house, 
designazed as “A.3 Cottage,” consists 
of two floors containing large living 
room, three bedrooms, kitchen, bath, 
and usual accommodations, with a 
superficial floor area of approximately 
775 square feet. 


TABLE IJ—Contrrsutions op Britisn Governmunt to House, 1919-1936 


Housing | Housmg Housi Housing 
(Town | (Ad&- | Housing (Fi cee Rural | Housing Total 
Financial Planning, tioni Ete. Act P maneat Acts Act otals 
Year Ete.) | Powes) | 1923 ee 1926 and! 1980 Z 
Act 1919 | Act 1 19 £ a - 1931 £ 
£ 

1919-@0......... rA Ann C T cache ee. E SE EN ~anbsael- eesléss 20,455 
1920-21 ........ 588,749. 2,526 OOF). Gaceswedl> cotencsdeel seed eel Gees sy 3,087,301 
1921-22 4,568,942, 4,540 425) 2k sorosoro] cee weed cee eee 9,109,366 
1982-23 ........ 7,227,911 “SG a8 Se ein) Bateau rsrs aea 9,655,398 
1993-94......... 7,850,014 1.692 GAOBE sanies caeesisd esses 7,857,815 
1924-95... 2.2... 7,951,582; 2... 0... 96,665 BBS <p ewe acessi 8,050,132 
19295-26......... 7,905,432] 2... 1. 439,641 8&,683) ......) 2.2.40, 7,833,756 
1926-27 ........ 6,953,157, .... 0.02 948,459 47a AS ooo... 8,376,044 
1927-88 ......... 6,864,817) ....... -| 1,609,129) 1,167,080; ......) ...... 9,540,976 
1928-29. ......., 6,827,364, ....2.. «| - 1,976,897} 1,862,718] ......) onnaa 10,669,974 
1929-30 6,738,118) ....0.. -| 2,141,089) 2,252,087 508 11,182,803 
1930-31 6,723,699 a 2,621,250] 2,52&,268 2594A] fk ee 11,875,806 
1931-32........ 6,742,070) ....0... 2,731,051] 3,246,955 7427 5,100! 12,731,603 
1932-33 6,781,895] ger ste 2,638,557] 3,872,297; 11,869] 50,130) 13,349,758 
1333-34 .| 6,589,724 a 2,523,650] 4,17&,750) 15,3858} 125,144) 13,482,626 
1984-35........ 6,671,006) ....... 2,499,822) 4,264,145] 19,819) 803,464| 13,758,256 
Totals up to 

1934-35....... 96,384,435] 9,498.156 20,127,328) 28,941,236) 57,076) 488,838) 150,492,069 
Estimate ° 

1935-36...... 6,460,000; ......4.. 2,475,000; 4,240,000) 22,000 


750,000) 13,947,000 





by years since 1919 through 19514-1935 
with an estimate for 1935-1636. ac- 
cording to allotment to the var ous ac- 
tivities outlined in the several aws. 


l CONSTRUCTION 
Cost 

It is estimated that the averege cost 
oi houses provided by local aut aorities 
of the “non-parlor” type, wita and, 
roads, and sewers, is at -present ap- 
proximately £350, with a few excep- 
tions deriving from local concitions.® 


? Costs as cited in this paper are actual and 
exclusive cf subsidy. They are the costs at 


An estimate prepared by the Na- 
tional Housing and Town Planning 
Council indicates the average cost (in- 
cluding generally the provision of 
paths, drains, and fences, but not cost 
of land, roads, and sewers) of non- 
parlor houses to have been as shown in 
Table IT-1 

Costs of other types of government- 
aided dwellings vary considerably, as 
the following summary indicates. 
which private industry or local authorities can 
construct in quantities. 


Source: “Facts and Figures Regarding the 
Present Housing Situation,” Nov. 1935, 
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A.l. Aged Persons’ flats. Containing 
living room, kitchen, one bedroom, bath- 
room and lavatory combined, fuel storage 
and larder. Floor area, 435 superficial 
feet. Approximate cost of basic house, 
£239. 

A.2. Cottage type. Two bedrooms, liv- 
ing room, kitchen, bathroom, separate 
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under the several schemes at £75 


($325). 


Division and reduction of costs 


A fairly general present average for 
division of costs for land, labor, and 
material may be had from various au- 


TABLE IiI-—Housine Costs IN Great BRITAIN 


Year 


1985 (Jan.—Aug.)..... 0.0.02 cence 


water-closet, coal storage and larder. 
Floor area, 698 superficial feet. Approxi- 
mate cost of basic house, £293. 

A.3. Flat. Accommodations similar to 
A.2. Cottage, built in two story blocks 
with two A.3. houses (see “average dwell- 
ing” above) between, or in one block of 
four A.2. flats. Floor area 698 superficial 
feet; approximate cost for basic flat, £264. 

AA, Cottage. Four bedrooms, living 
room, kitchen, coal storage, larder, bath- 
room, water-closet. Floor area 938 super- 


ficial feet. Approximate cost of basis 
house, £357. 
Cottage Flats. Designed to utilize com- 


paratively expensive land. Each block 
contains two A.2. flats on ground floor 
with separate access at the ends to each and 
a self-contained cottage flat above with 
three or four bedrooms. Approximate cost 
per block of four dwellings is £1,140. Ac- 
commodations on second floor two A.3. or 
two A.4. types; floor space 2,748 and 2,912 
superficial feet respectively. 


Various housing authorities place 
the average cost per room, including 
kitchen, of buildings now being erected 


Average Cost of Non-Parlor Houses 


Cost per 
Total Cost Superficial Foot 

£ s. d 
413 10. 8 
362 9. 534 
345 8.1134 
340 8.1014 
333 8. 91K 
304 8. 314 
292 8. 0 
291 8. 1 
295 8. 3 


thorities. The average dwelling total 
cost is £350, divided as follows: (a) 
land, sewers, and street work, £50; 
(b) materials, £210; and (c) labor, 
£90. The general rule, derived from 
various examples, is that labor costs 
are one third or less of the basic cost of 
the house. An analysis of the cost of 
a three-apartment house at Gateshead 
in 1933 put the materials cost at 76.4 
per cent, which corresponded very 
closely to the results obtained in an 
Investigation made in 1928 by Mr. 
Price Davies, where the general divi- 
sion of costs for materials and labor in 
an average three-room parlor cottage 
was found to be 68 per cent and 32 per 
cent respectively. 


After a study of the subject in 1934, 
a group of economists in London sug- 
gested several ways of reducing costs 
of housing construction. Briefly, these 
are: (1) bulk buying of materials on 
long-term contract, which, it was 
pointed out, had not been exploited to 
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anything like the full extent bossible; 
(€) efficiency in the use of labor, but 
not any form of reduction ir wages; 
(€) special systems of construction, 
ccmprehending some degree of pre- 
fabrication; and (4) training œ skilled 
ard specialist personnel for manage- 
mnt of construction and maintenance. 

Inquiry made at the London County 
Council regarding their method of se- 
curing materials required in their 
house building operations revealed 
that all materials are bought cn bids, 
lerger or smaller according to tue proj- 
ect at hand. Contracting tc cover 
building operations is likewise covered 
by bids. This method is employed in 
the greater number of the large-scale 
buclding operations conducted by the 
urban district authorities, and tarcugh 
tkis bulk purchasing, economies have 
been effected by the reduction o ` mate- 
ria. costs. In more recent years, the 
tendency towards standardiza“ion of 
design and fittings has also permicted 
a reduction in total material costs. 
Cost of construction of the typizal A.3 
(ron-parlor) house has decreesed 
moze rapidly over the period 1827- 
1935 than the general drop in the level 
of material prices, and this dispropor- 
ticnate decline in the cost of hou.e cog- 
struction when compared with general 
materials cost may be due to the mass 
production methods. 


Construction and inspection star-dards 


The Housing Act of 1935 defines as 
follows the “permitted number cf per- 
sons” to occupy space provided under 
it: 


Rocæs in wa 

Dwesling P=rsens 
De Hotiieme dad owed Peed iis 5 wear 2 
A E E See E E EE 3 
Oo Vir eee a itiee hes aiden eS sans 8 
T EA P betes eeee anges mY, 
F. idesa ces eens Seeea cue see 10 


witk an additional two persons in eacE rcom 
in excess of five. 
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The standard of house occupation 
laid down by the Manchester Public 
Health Committee provides for not 
more than 244 persons per bedroom, a 
child under 10 years being counted as 
half a person. The Housing Act of 
1935, after setting forth the occupation 
standards quoted above, makes it an 
offense to exceed those standards after 
sufficien: housing accommodations 
have been provided. 

House inspection under the Housing 
Act of 1325 provides a specific list of 
vems that must be examined for the 
determiration of “fitness for habita- 
tion” of a dwelling, but not for the ob- 
servance of any specific standard with 
respect thereto. The Ministry of 
Health issued a number of years ago a 
Manual of Unfit Houses and Un- 
healthy Areas, but there is no specific 
odhgation upon local (housing) au- 
thorities to adopt the recommenda- 
tions made in the Manual. The 
Housing Act of 1925 stated (1) that 


sanitary defects include lack of air space 
or of .ventlation, darkness, dampness, ab- 
sence of adequate and readily accessible 
water supply or sanitary accommodations 
or of other conveniences and inadequate 
paving or drainage of courts, yards or 
passages, 

and (2) that in determining for the 
purposes of the Act whether or not a 
hcuse is fiè for human habitation, 
regard shal be had to the extent, if any, 
to which by reason of disrepair or sanitary 
defects the house falls short of the pro- 
visions of eny by-laws in operation in the 
district, or of the general standard of 
housing accommodation of the working 
classes in the district. 


Part II of the Housing Act of 1930 
replaces certain sections in the Act of 
1925 dealing with the repair, closing, 
and demolition of unfit houses. 
Hcuses which are unfit for human 
habitation are divided into two 
classes: (a) those which can be made 
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fit at a reasonable expense and (b) 
those which cannot. 

In the report of the Council for Re- 
search on Housing Construction re- 
ferred to above, the statement is made 
that “a careful examination of the .. . 
existing system forces us to the con- 
clusion that a detailed set of national 
standards of fitness is not a practicable 
possibility,” and that “almost all the 
questions concerned are, at the critical 
point of application, matters for indi- 
vidual expert judgment.” Under the 
provisions of the Act of 1930 the local 
authority in any district must take 
action wherever it is satisfied, upon 
consideration of an official representa- 
tion or a report from any of its officers 
or other information in its possession, 
that any dwelling house occupied or 
of a type ‘suitable for occupation is in 
any respect unfit for human habita- 
tion. Official representation means 
report by a medical officer of health. 
Generally the enforcement of stand- 
ards is left to the entire discretion of 
the local authorities. 


Suggested standards 


A draft set of national outline stand- 
ards of equipment and fitness which a 
group of experts believed corresponded 
to the reasonable needs of the com- 
munity was drawn up during 1938, in- 
dorsed by a Committee of Political 
and Economic Planning, and pub- 
lished by the Council for Research on 
Housing Construction. The sug- 
gested standards are as follows: 


1. Light and air: The windows of any 
room must not be smaller than one tenth 
of floor area, and the opening portions 
thereof not smaller than one twentieth of 
the floor area. All bedrooms without a 
flue, all water closets and larders should be 
provided with an air-brick of 9 inches by 
6 inches, 50 per cent open, or the equivalent 
in ventilation. 

2. Approach: If the dwelling is on an 
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upper floor it must be reached by stairs 
which are safe and reasonably lit, and pro- 
vided with efficient handrails, and must not 
be more than five stories high, unless a 
passenger lift is provided. There must be 
a paved way from the street by which 
access is gained. 

3. Structural separation: If the premises 
are structurally subdivided the partitions 
must be constructed in proper and work- 
manlike manner, and must be sufficiently 
solid to prevent undue noise and annoy- 
ance. 

4, Drainage: There must be efficient and 
direct connection with the main drainage 
system (if available); otherwise with an 
efficient cesspool. There must be sufficient 
paving round any gully taking off waste 
water. 

5. Sanitation: There must be a separate 
water-closet (or chemical or earth-closet) 
for each family with proper ventilation 
from the external air and means of direct 
access without passing through any part 
of the building occupied by another family. 

6. Water: There must be a constantly 
available supply of drinking water laid on 
within each part of the dwelling separately 
occupied. 

7. Scullery: There must be a scullery 
separate from the livmg room fitted with 
an efficiently drained sink. (The term 
“scullery” includes “kitchen” and “kitchen- 
ette.”) There must be no sink in the 
living room. 

8. Refuse: In the absence of a dust-shoot 
there must be proper and sufficient space 
for storage of household refuse pending 
removal. 

9. Storage: There must be a food cup- 
board in a reasonably cool position with 
proper ventilation from the external air and 
protection against dust and flies. There 
must be provision for keeping utensils and 
for storage of coal or coke where required. 

10. Repair: The structure as a whole and 
all essential equipment must be kept in a 
state of repair which is safe and serviceable 
for the occupants and free from dampness. 

11. Local regulations: There must be 
local regulations dealing with: (a) provi- 
sion of gas or electricity (if available in 
the neighborhood); (b) provision for cook- 


202 


ing, heating, washing clothes and bathing 
of a type depending upon the facilities 
available in the neighborhood; (c} provi- 
sion of yard, garden or other open spece. 


MANAGEMENT 


Since 1919, provision of cwelling 
houses for low-wage working people 
has devolved on the Government, and 
the local authorities in the various dis- 
tricts have had to build up a zompe- 
tent managerial staff to operate the 
large municipal housing estate: which 
are now an adjunct to practically every 
large city in the country. At -he end 
of 1935 twenty-eight of the lcal au- 
thorities in England had employed 
trained housing estate managers to 
care for the estates under ther yaris- 
diction. Under the Housing Act of 
1935, local authorities are emp >w2red 
to set up a Housing Manazement 
Commissioner to which the fuactions 
relating to management regtlation, 
control, and repair may be trarferred 
upon approval by the Mini.ter of 
Health. 

This is the first provision in any of 
the Housing Acts that has reccgnized 
a legitimate distinction between pro- 
viding houses for the communty and 
taking care of them after the= Lave 
been provided. It is believei zhat 
Housing Management Commissioners 
should bring about a continuity of 
policy and extend the scope of rcfes- 
sional house management. Suc2man- 
agement, it is stated, has been: found 
acvantageous from the standpoint of 
improving the condition of tenants 
and preventing deterioration of the 
property. A Central Housing åd- 
visory Committee was appoiniec in 
November 1935 to advise from time 
to time with the Minister of slealth 
and Local House Management Com- 
missioners on specific questians re- 
ferred to it. The Committee is əm- 
powered to make representations to 
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the Minister on questions of general 
concern on the subject of housing. 

One euthority on estate manage- 
ment says that he considers that at 
least five years’ experience is neces- 
sary to enable anyone to take over the 
entire responsibility and management 
cf municipal housing estates, and that 
generally estate management is dis- 
tinctly a profession which requires 
years of training. Recognizing the 
unsatisfactory conditions growing out 
of the purely commercial relation þe- 
tween a landlord’s agent and tenants, 
the Octavia Hill movement was 
started some years ago, in which the 
tachnical and social functions were 
combined and personal contact estab- 
lished bətween the management of 
housing estates and tenants. This ex- 
periment changed the attitude toward 
management, with the result that the 
rent collecting and the social work 
have now been separated in a good 
many instances. ‘The value of the so- 
cal work has proved so outstanding 
that spezial departments have been 
created to care for 1t.U 

A number of problems have arisen 
in caring for the large bodies of people 
moving into new housing areas. The 
chief of taese are: 

1. Registration of applicants: Appli- 
cants are registered so as to insure that 
they will be treated equitably, impar- 
tially, ani with regard to their wishes 
as to location and rent level. 

2, Rental of houses: Segregation of 
applicants is made according to com- 
position cf family, investigation of cur- 
rent conditions of living, and checking 


“ Two prncipal schools of management have 
been estabished. They are the College of 
Estate Maragement at 35 Lincoln’s Inn Fields, 
W. C. 2, established in 1919, and the London 
College of Estate Practitioners, 18 Gordon 
Scuare, W. C. 1, established in 1924, both in 
London. 

See Gereral Manager, City of Birmingham 
Estates Department. 
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of information previously given in ap- 
plication form, in order to allocate 
available houses to best advantage. 
Considerable care has been exercised 
to keep undesirable families from be- 
coming colonized together, in order to 
avoid social disturbances in the com- 
munity. The matter of placing fam- 
ilies in immediate need of shelter in 
locations convenient to the work of the 
wage earners has caused considerable 
difficulty and necessitated shifting 
later on. In some cases incoming ten- 
ants have been required to make a 
deposit to cover any damage which 
might be done to the premises during 
occupancy of a municipal house. 

3. Maintenance and repairs: This 
phase of management has been facili- 
tated by the establishment of repair 
depots centrally located so as to serve 
large areas of estates, each depot 
carrying its own stock and equipment. 
Orders for periodical work, such as in- 
ternal and external decoration, are 
taken by the rent collector or through 
reports, letters, personal calls, and 
telephone calls. Buying of materials 
and equipment is usually done in large 
quantity in order to make savings in 
costs. 

4, Rent collection and rent defaults: 
Most of the local authorities employ 
men in the management organization 
as rent collectors, and women as social 
workers. Rent collecting is regarded 
as a strictly business proposition, and 
the general preference is to have men 
do this work. In Birmingham it has 
been found that one man can collect 
from 650 to 850 houses per week. The 
collecting rounds are made Monday, 
Tuesday, and Wednesday. Thursday 
is used for inspections with respect to 
complaints and repairs, while Friday 
and Saturday are utilized in balancing 
accounts and taking care of incidental 
tasks. It was found in Birmingham 
that 99.97 per cent of rent due was 
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collected, and credit for this was given 
to the separation of the functions of 
rent collector and social worker. 
Out-of-work tenants are given a cer- 
tain amount of time to pay up. They 
are interviewed by a clerk having spe- 
cial care of such cases, and an arrange- 
ment is made applicable to the case. 
A subcommittee meets regularly in 
the Council House of the estate to 
review these cases, and every effort is 
made to bring about an arrangement 
that will avoid the necessity for having 
the tenant vacate. 

5. Social work: Questions arising to 
be handled by the social workers of 
the estate management are princi- 
pally: (a) education of inhabitants of 
the older slum dwellings for occupancy 
of the newer, modern houses with re- 
spect to changed surroundings and 
cleanliness, and adjusting such tenants 
to the new quarters; (b) settling 
neighbors’ quarrels; (c) teaching the 
value of insecticides and disinfectants; 
and (d) education of the children to 
appreciate the new environment. 
The type of woman to. do this work 
must, it is said, be chosen carefully, 
and generally women of not below 30 
years of age are chosen. Persons with 
a natural aptitude for handling people 
with tact and sympathy are preferred. 
A considerable amount of personal at- 
tention is given to families transferred 
from one environment to another, re- 
quiring daily visits prior to and after 
the transfer. Extreme care is exer- 
cised to see that furniture and effects 
moved into new houses have been 
freed of vermin. 

The Government has gradually 
withdrawn from direct assistance to 
house building by subsidy, and as 
stated heretofore, at this time no new 
houses are receiving subsidy except 
under the slum clearance Act of 1930 
as amended in 1933, and the Over- 
crowding Act of 1935. Since the 
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subsidies were originally establshed to 
encourage rehousing of low-income 
groups during the time when cecns-ruc- 
tion costs were so high that private 
interests would not build, and since 
costs have been greatly reduced and 
money for building made avaiable at 
low rates, the same necessity for direct 
assistance by the state does not now 
exist. 

It appears that the efforts 3f zov- 
ernmental bodies under the direction 
of the Ministry of Health will ke prin- 
cipally centered during the next sev- 
eral years on cleaning up the aver- 
crowded districts and in rehoueng the 
population from them, since relktively 
few of the houses needed to trarsfer 
people from the slum districts, as set 
out in the survey made in Apol 1933 
by the Ministry of Health, hæve yet 
been built. There continues tb be a 
serious shortage in many parts of the 
country of modern dwellings which 
can be rented to lower paid wage earn- 
ers. The Minister of Health in a re- 
cent paper sums up the progress thus 
far made and indicates the future 
trend in the following statemené: 


1. 3,145,555 new houses have been built 
since the war, of which 897,804 ha-e been 
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built by local authorities and 423,038 by 
private emterprise with state assistance. 

2. The progress with new building con- 
tinues unabeted. In particular, recent 
figures show en increased output of houses 
for letting. During the past year we have 
built abonat 120,000 houses for letting, of 
which about half have been built by the 
local authorities and half by private enter- 
prise. 

8. In r2plazement of unfit houses and 
the clearence of the slums over 120,000 
houses have already been completed (about 
half of tkem during the last year), over 
50,000 more are under construction and 
6,000 are being completed month by month. 
As regards the future we have still, in order 
to finish s.um clearance and to abate over- 
crowding on present standards alone to 
complete >r build nearly 400,000 houses. 
There is a great field still for private enter- 
prise in house building. Despite the fall 
in the birch rate the number of separate 
families st-]l continues to increase and there 
is a growing dssire for each family to have 
its own separate dwelling. There is also a 
considerakle appreciation of the value of 
better stardards in housing. I believe that 
these factcers will combine to secure a con- 
tinued output of houses for the workers 
which we can well look to private enter- 
prise to provide as it has so successfully 
done durirg tke past few years.}% 

Sir Kingsley Wood, op. cit, Harrogate ad- 
dress, Nov. 27, 1936. 


N. H. Engle, F.D., is assistant director of the 
Bureau of Foreign and Domestic Commerce, Wash- 
ington, D.C. He has previously se-ved in the de- 
partments of busizess and economic: at University 
of Washington, Uzivzrsity of Michigan, and Brown 
University; also as consulting expert on distribution 
and expert in masketing, United States Bureau of 
the Census; and æonomist, Brookings Institution. 
He planned and deected the first Real Property In- 
ventory and Financal Survey of Urben Housing 
conducted by the Federal Governmer.t and is author 
of several studies cn American housing. He is also 
author of several publications of the Bureau of 
the Census and jont author of “Wholeszling, Prin- 
ciples and Practice” (1987). 


Housing in the Netherlands 


By Arie KEPPLER! 


HE Netherlands, like America, has 

its housing problem. The lower- 
paid wage earners must be supplied 
with suitable housing at rentals they 
can afford to pay. Aged people of the 
working classes and people living alone 
must be provided for. Of especial im- 
terest is the method used in the Neth- 
erlands to house asocial or undesirable 
families. 

Even before the war of 1914-1918 
there were bad housing conditions 
both in rural districts and in the towns. 
Especially in the industrial areas, con- 
siderable slum dwelling existed; there 
were many examples of overcrowding 
and of damp and dark dwellings. 

The reason for these bad conditions 
was that the industrialization at the 
beginning of the nineteenth century 
brought about a concentration of in- 
dustrial workers in a few large towns. 
At that time vacant middle-class 
houses were divided up into work- 
men’s dwellings, and bad-quality 
dwellings for the poor were erected 
in open spaces. Building inspection 
hardly existed. Private building en- 
terprise had a golden time creating 
hovels which for years proved to be 
breeding places for tuberculosis, chol- 
era, and rickets, and for drunkenness, 
filthiness, and criminality. Needless 
to say, the infant mortality was very 
high. 

In the second part of the nineteenth 

t The author acknowledges his indebtedness 
to Dr. H. van der Kaa, whose pamphlet on The 
Housing Policy in the Netherlands (102 pp.), 
published by the League of Nations Health Or- 
ganization, 1985, is widely recognized as an 
authoritative statement of recent developments 


in housing in the Netherlands. This study has 
furnished the basis for the present article. 


century several philanthropists, with 
no profit motive, founded institutions 
for building healthful dwellings of 
modest design for working-class fam- 
ilies; but generally speaking, little was 
done to improve the housing’ condi- 
tions in the Netherlands before the 
turn of the century. 


PRESENT SITUATION 


After the Housing Act became effec- 
tive in 1902, the state financed housing 
operations on a large scale. During 
the period 1902-1936 new housing 
schemes were realized in many com- 
munes, more than 200,000 dwellings 
having been built by public utility so- 
cieties and by communities. 

In several towns and also in rural 
districts, slum clearance, and condem- 
nation and expropriation of bad 
dwellings have taken place, and co- 
operative public utility societies have 
built many blocks of well-designed, 
suitable workmen’s dwellings which 
axe let at a reasonable rent and kept 
in good repair. There is strict con- 
trol of management, either by the mu- 
nicipality or by the state’s auditors. 

During the war, building of houses 
was stopped and a serious housing 
shortage resulted. Rents increased 
and many houses were overcrowded. 

To encourage private building en- 
terprise, the government in 1920 
granted to private builders subsidies 
not exceeding 2,000 guilders for each 
dwelling. The amount was gradually 
reduced to 300 guilders per dwelling, 
and the subsidies were discontinued 
altogether after 1923. 

‘The total number of dwellings in the 
Netherlands is sufficient for the pres- 
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\ 
ent number of families, but taere is 
stall a great shortage of houses with 
rents low enough for workirz-class 
families. 


TABLE J—Porunation in Renatioxn To 
DWELLINGS IN THE NETHERLANDS, DICEMBER 


31, 1930 
Total population. . 935,565 
Average ee increase since > Dec. 

31, 1920.. 107,025 
Total dwellings. . 7,863,644 
Occupied dwellings. . 1,813,815 
Vacant dwellings, number of. 43,829 
Vacant dwellings, percentage of total 2.67 

1,720,744 


Heuseholds........ 0.0... nananana 


TABLE U—Increass IN NUMBER 
or DwELLINGs, 1930-1934 2 


No. of 
Dwellings 
Year oe a Withdrawn Ne: 
B r from Use | Irerease 
M or Demol- 
ished 
1920...... 52,588 8,057 £4,531 
1981...... 52,092 9,022 £3,070 
1982...... 43,493 6,192 | £731 
1943 ...... 46,967 5,8341 £1,626 
1924 §5,294 5,344 £9,930 





Tue Hovusina PROGRAM 
The housing program of the Nather- 


lands deals with: slum clearance amd 
improvement of slum quarters; r=hcus- 
ing the people from slum areas; and 
housing the undesirable or asozial 
families. 

Both slum clearance and imarove- 
ment of slum quarters have be=n ap- 
plied in the Netherlands. At the end 
of 1934 more or less clearance had b2en 
carried out by seventeen local acthori- 
ties, and governmestal advances for 
that purpose amounted to three mil- 
lion guilders. 


2 Figures from Housing in Holland, by Dr H. 
van der Kaa, Chief Inspector of State Eousing, 
shown in Monthly Labor Review (U. $. epz. of 
Labor, Bureau of Labor Statisties), Jan. 9335, p. 
115. 
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Examples of slum clearance m the 
large towns ere: the Uilenburg scheme 
1911-1916, the Valkenburg scheme 
1926-1927, and the Jonker and Rid- 
derstraat scheme 1929-1930, all in 
Amsterdam. This work has been 
done with state aid. The state makes 
a loan to cower the cost of expropria- 
tion of properties, the loan to be paid 
back in fifty annual payments. The 
state and the municipality share 
equally in any deficit that results. 

In most of the towns it is not neces- 
sary to demolish whole sections, but 
merely to Improve them. All prem- 
ises of really good construction, such 
as school bu-Idings and similar prop- 
erties in fairly good condition, are 
retained. Houses of inferior char- 
acter and those that have deteriorated 
are expropriated if they cannot be pur- 
chased by mutual agreement. 

Rehousing the people from slum 
areas. The families to be rehoused 
are of different types, requiring differ- 
ent treatment. 

Normal working-class families ob- 
tain suitable dwellings from private 
enterprise or from a public utility so- 
ciety at a reasonable weekly rent. 

Poor famiies, large families, and 
unemployed people are rehoused by 
the municipality. For these families 
dwellings are built on the outskirts of 
the town. As these families cannot 
pay the economic rent, there is a loss 
on the management of the dwellings, 
in which both state and municipality 
share. From 1928 to 1932 nearly 
2.600 dwellings were built in Amster- 
dam for this purpose; they are let at 
an average rent of 5.00 guilders a week. 

For aged couples and people living 
by themselves special arrangements 
have been made. Small dwellings 
consisting of one living room, one bed- 
room, and a scullery are built and 
let at the low rent of 3.50 guilders 
a week, 











HOUSING IN TBE NETHERLANDS 207 
TABLE Wi—Dwettines AND POPULATION In THE NETHERLANDS, Census 19303 
Number of Dwellings | Percent- Regular Average 
ee age Residential Number of 
Vacant | Population | Persons per 
Total Vacant of Dwellings Dwelling 

Amsterdam a EVET 199,661 | 7,045 3.52 738,498 3.70 

Rotterdam <n ETETTEETEE 144,446 3,748 2.59 569,877 3.95 

The Hague Aa Seen ee ae eon 130,428 4,320 3.31 429,427 3.28 

Utrecht a PEEN ere 36,957 | 1,934 3.33 151,298 4,09 

Haarlem a eee 30,945 57 2.45 116,774 3.78 

Groningen = eer 24,947 434 1.74 98,514 3.94 

Communes of: 

50,000-100,000................ 180,591 4,799 2.66 769,899 4,38 

20,000— 50,000................ 208,722 4,591 2.20 876,932 4.30 

10,0060- 20,000.......-.....-8. 266,312 6,988 2.62 1,135,274 4.36 

5,000- 10,000. .............6. 265,044 6,253 2.36 1,168,637 4, 52 

2,000- 5,000................ 268,957 6,216 2.32 1,178,449 4,49 

1,000-  2,000..............6, 78,854 2,333 2.96 339,600 444 

1,000 inhabitants or fewer. ..... 28,351 1,135 4.01 115,714 4.08 

Whole country............ 1,863,644 | 49,829 2.67 7,688,903 4.24 
Housing the undesirable families. 
Families who are not able to occupy 

OVERCROWDING 


a dwelling at a reasonable rental either 
because they will not take care of it or 
maintain it properly, because they re- 
fuse to pay the rent regularly, or be- 
cause they have not been taught to 
live with their neighbors in peace, are 
considered undesirable families. For 
these people in the city of Amsterdam 
two special groups of houses have been 
built, with the intention of rehabili- 
tating these families socially. These 
two groups are called “Zeeburgerdorp” 
and “Asterdorp.” The first consists 
of 55 one-family houses in concrete; 
the second, of 132 dwellings im brick. 
Both groups of houses have electricity, 
gas, and water supply. In each group 
is a bath-house, a laundry, and a club- 
room. After a stay of one year or 
longer, if they have improved to such 
an extent that they will not bother 
the other tenants, and will pay the rent 
regularly, the families housed in these 
temporary quarters may move into 
one of the regular schemes. 


* Source: H. van der Kaa, The Housing Policy 
in the Netherlands, op. cit., p. 39. ` 


Statistics on overcrowding of dwell- 
ings in the Netherlands are found in 
the census reports for 1930. In these 
statistics a “dwelling?” means the 
rooms for dwelling purposes supplied 
for a “family” or for a “person living 
alone.” The expression “rooms for 
dyvelling purposes” includes, for ex- 
ample, verandas used as bedrooms, 
alcoves, bedrooms, kitchens, linen 
rooms, cellars, lofts, and stables if used 
as bedrooms or for dwelling purposes. 
A “family” 1s considered to denote two 
or more persons who, by the fact of 
living together, constitute a household. 
A “person living alone” is a person who 
occupies, by himself, a dwelling or part 
of a dwelling, orditves separately in one 
or more rooms. 

Table V contains a tabulation of the 
number of dwellings in various com- 
munes, as well as the percentage of the 
total number of dwellings which con- 
sist of three or more rooms and four 
or more rooms. Inspection of these 
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TABLE V 
Number of _ Number of 
Census on Number of | Dwellings with | Per Cent | Dwellings with | Per Cent 
December 31 Dwellings | Three or More | of Total | Four or More | of Total 


Rooms Occupied 


Rooms Occupied 





Communes of Amsterdam, Rotterdam, The Hague, and Utrecht 












257,286 
320,755 
532,114 


es fee ees ee @e ee € ee 


131,877 
205,851 
434,005 










81,478 
137,334 
355,472 


64.5 








Other Communes of 20,000 Inhabitants and Over 










154,436 
216,610 
456,423 





73,253 
129,734 
391,847 





47.5 
60.0 
86.0 


42,064 
$1,173 
331,293 








Communes of 10,000 to 20,000 Inhabitants 





130,937 
151,185 
265,252 





Communes of 10,000 Inhabitants and Under 


197,864 
260,937 
448,642 










546,077 
578,705 
631,778 
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43,450 
63,427 
198,451 









24,776 
37,819 
157,613 









106,743 
149,898 
320,401 







45.0 









The Kingdom 
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figures will reveal that there has been 
appreciable increase in the percentage 
which both dwellings of “three or more 
rooms” and those of “four or more 
rooms” bear to the total. The Dutch 
Housing Act which became operative 
in 1902 has had great influence on the 
size of dwellings. 

Additional investigations of over- 
crowding in Amsterdam show the fol- 
lowing results: population of Amster- 
dam on December 31, 1930, 757,386; 
persons living alone, on board ships, 
and in caravans, about 52,090; re- 
mainder of persons, about 705,296, liv- 
ing In 182,333 families. The distribu- 
tion of these 705,296 persons according 


446,444 
659,949 
1,472,945 









255,061 
406,224 
1,164,779 


52.0 
78.0 


to size of families is shown in Table 
VII. 

Small families, consisting of 4 mem- 
bers or under, constitute 71.5 per cent 
of the total; rather large families, 5 or 
6 members, 19.7 per cent; and large 
families, 7 or more members, 8.8 per 
cent. 

An investigation has been made to 
discover the percentage of families and 
persons living in dwellings having an 
insufficient number of bedrooms for 
the size of thefamily. The number of 
bedrooms was considered insufficient 
(a) when boys and girls 14 years of 
age or older were obliged to share the 
same bedroom; and (b) when parents 
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TABLE VII—DISTRIBUTION OF POPULATION OF 
AMSTERDAM ACCORDING TO S1zE OF FAMILY 
DECEMBER 31, 1930 









Persons Living in Families of 


Number of Respective Sizes 


Persons in 


Family Number Per Cent 
of Total 
Os aarti, 93,836 13.3 
54.1 
SOF Bass iskdls 287,918 40.8 
Sor6........ 192,728 27.3 
1 OF BS E 82,739 11.8 } 
je 6 
9 or more..... 48,075 6.8 


were obliged to share their bedroom 
with boys or girls 14 years of age or 
older. Table VIII shows the result of 
the investigation. Since the conclu- 
sion of this investigation, it appears 
that the age limit of 14 years was too 
high; for the government now requires 
that provision be made for separate 
bedrooms when persons of different 
sexes are to be housed together and are 
over 12 years of age. 

The maximum percentage msufli- 
ciently housed in a single section was 
27.6; the corresponding minimum was 
0.3 per cent. 

It was shown that in quarters where 
municipally built dwellings outnum- 
ber those built by private enterprise, 
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the housing conditions are far better 
than where the reverse is true. This 
is brought out in Table IX. 

It is to be expected that improve- 
ment of housing conditions can be 
realized when the state allows the 
municipality to build more new houses 
for the poor and large families. These 
houses must have an adequate num- 
ber of bedrooms. Then the difficulty 
of overcrowding will disappear grad- 
ually and without rigorous regula- 
tions. . 


MUNICIPAL MANAGEMENT OF 
DWELLINGS IN AMSTERDAM 


Managed by or under the supervi- 
sion of the Housing Department are 
the following houses: 


Municipal houses. .......sssssreess> 12,431 
Publie utility society-houses 


(a) for the working classes....... 17,692 
(b) for the middle classes........ 1,278 
Dwellings erected by private enter- 
prise with mortgage and premium.. 3,639 
Total number of dwellings. Dats 35,035 


Moreover, the municipality was con- 
cerned in the financing of five hotels. 

Fifteen per cent of the total number 
of houses in existence in Amsterdam 
arè under the supervision or adminis- 
tration of the Municipal Housing De- 
partment. This department deals 


TABLE VIII 
Families Persons 
ree pa ne Housed Insufficiently Housed Insufficiently 
a oy Total j|—————-_-—_—__—_|_ Total 
Number | Per Cent Number | Per Cent 
46,918 1,944 4.1 93,836 3,888 4.1 
I E. | ee E 83,436 7,394, 8.9 287,918 26,141 9,1 
5 or 6 35,951 4,901 13.6 192,728 26,396 13.7 
Tor Osiris eee eoes 11,239 1,825 16.2 82,739 13,490 16.3 
O OF MOG. is ds choses Sees 4,789 769 16.1 48,075 7,709 16.0 
Total 182,333 16,833 9.2 705,296 77,624 11.0 
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TABLE IX 
Families 
Percentage 
Quarter Housed Insufficiently Municipal 
Total Dwellings 
Number Percentage 
Neuwendammerham............... 2,627 86 3.3 80.0 
Buiksloterham ...........0.0c0000. 3,931 70 1.8 86.8 
Garden city Watergraafsmeer........ 1,951 34 1.7 99.5 
Garden city Oostzaan.............-- 1,371 19 1.4 99.6 
Garden city Nieuwendam............ 1,034 0.7 97.6 
Jacob van Lennepquarter............ 5,646 16.5 8.8 
QUOD 65-3 sie a o.8.5 E E EE | 1,775 15.9 EEE 
Jardaan (North). ............e0eeee-, 5,491 24.7 4.1 
Jewish quarter... .. 0c cece eeeeees 3,789 15.5 1.9 


with the preparation of new housing 
schemes and with the management 
and the maintenance of the Louses. 
Rent collection is done weekly. Ar- 
rears are not permitted, 


FINANCIAL REGULATIONS 


Financing: for housing schemes of 
public utility societies is provicec by 
the state, which makes a loan, az 4 per 
cent interest, of the total cost of erec- 
tion (building cost, land, and so forzh). 
The municipality is responsitle for 
seeing that the loan is repaid, foz tech- 
nically good construction, for manage- 
ment, and for state of maintenance, 
and therefore exercises strict cortrol 
over all these items. Dwellinzs are 
leż at the economic rent. 

The state also makes loans for the 
building of houses by the municipality. 
Tx. general, the state collaborates with 
the communes only in case of sum 
clearance or abolitiqn,of bad dwellings. 

Any loss on the management of the 
dwellings built for rehousing sum 
dwellers is paid half by the staze and 
half by the municipality. 

Private enterprise obtains its capital 
at the rate of 4 per cent interest. ‘This 
is made possible by the fact that it 





secures its funds from mortgage banks. 
Through the machinery of mortgage 
banks the funds of the public are 
pooled. The debentures sold by them 
to raise capital are readily salable 
through the Steck Exchange. 

In 1924 the government began to 
grant second mortgages for the erec- 
tion of working-class dwellings built 
by private enterprise. The maximum 
that might be loaned was 20 per cent 
of the building cost and not more 
than 600 guilders per dwelling. The 
amount of first and second mortgages 
combined might not exceed 85 per cent 
of the building estimate. Again the 
risk of loss was shared equally by the 
state and the commune concerned. 
These regulations were canceled in 
1934 and replaced by new and more 
liberal regulations, dealing only with 
working-class dwellings with low rents. 


Private ENTERPRISE VERSUS 
Mecnicrean MANAGEMENT 


As might be expected, there is great 
antagonism between private enterprise 
and housing provision by the munici- 
palities. All loans or guarantees given 
by the state have been discussed in 
the Town Councils by deputations 
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from both groups. Private enterprise 
considers work done by housing au- 
thorities as a kind of relief for certain 
classes of people, and believes that pri- 
vate builders ought to be given the 
work of providing dwellings for these 
people. But in general it may be 
stated that all housing schemes carried 
out by the authorities have furnished 
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suitable dwellings for large families, 
and that the management and the 
maintenance are good. The improve- 
ment of housing conditions has had 
excellent influence on social life and on 
the health of the population, which 
cannot be denied even by those who 
are opposed to the housing work done 
in the Netherlands. 


Arve Keppler is Director of H ousing, Amsterdam, 
the N etherlands. 


Forms of Financial Assistance to Housing in Europe 


By Ernest M. Fisuer and Ricuarp U. RATCLIFF 


MID the current agitatior fir a 
comprehensive national Eousing 
program for the United States, it has 
become customary to turn to Euro- 
pean housing experience for gu:dance. 
This inclination is well founded, for 
with more than a hundred years of 
experiment, of success and failure, for- 
eign nations have much of velu2 to 
offer in this field. The most frequent 
approach in the analysis of fore gr ex- 
perience is to examine the integrated 
national program of each country and 
tc Judge its accomplishments in the 
sclution of housing problems on the 
basis of the over-all effect of tLe pro- 
gram. 

There is another method of aralysis, 
however, which may prove more fruit- 
ful than an attempt to profit >y the 
example of the various national pro- 
grams asa whole. Although th2 kasice 

.problems in the field of housing are 
common to all peoples, their incidence 
and importance are different i2 each 
nation. Each correlated group of 
devices which comprises a compreien- 
sive national program is fitted to the 
peculiar problems of a single ccurtry, 
and in the same combination, is appro- 
priate only within that one eccnamic 
and social structure. 

In the course of a century of =xperi- 

' ment in the solution of these prcblems, 
a wide variety of schemes and devices 
have been tried in one country or an- 
other. Certain policies have bzem ef- 
fective in some places but have feiled 
under other conditions. Other plans 
have met with almost universal suc- 
cess or failure. Still other devices have 
been awkwardly applied and thus in- 
sufficiently tested. 

Since no single national program in 


its entirety can be adopted in America, 
and since a variety of devices have 
been employed in many countries, it 
appears that the most effective guid- 
ance from European experience will 
derive from an examination of each 
specific method and scheme, its na- 
ture, its fundamental advantages and 
limitations, and the experience of each 
nation in its application. On the 
basis of such an examination the ap- 
propriateness of each device to condi- 
tions in America may better be judged. 


STRUCTURE OF THE PRESENT STUDY 


It is impracticable, in the space al- 
lotted, to deal comprehensively with 
every plan and device which has been 
part of housing policy, in every Euro- 
pean nation. Consequently there 
have been selected a few outstanding 
schemes of financial assistance, de- 
signed either to stimulate house con- 
struction or to improve housing condi- 
tions among the lower income groups. 
Certainly these are fundamental issues 
which face this country today. Seven 
basic devices have been selected for 
consideration. For each, its use in one 
country will be described in some de- 
tail, and applications in other coun- 
tries will be cited. The advantages 
and the limitations of the plans will be 
considered. 

In the course of this discussion there 
will be no attempt to recommend a 
program for the United States based 
on foreign-born devices. However, it 
is hoped that the isolation and exami- 
nation of specific methods, as distinct 
from broad national policy, may be 
useful to those who are thinking of 
these matters in their application to 
domestic problems. 
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Forms or Financrau Assistance to Hovusine IN EUROPE 


The discussion will be organized on 
the basis of the following methods of 
financial assistance: (1) lump sum 
grants; (2) contingent contributions; 
(3) grant of a fixed annuity for a defi- 
nite term; (4) tax exemption; (5) pro- 
vision of sites; (6) direct loans; and 
(7) guarantee of advances. 


Lumr Sum GRANTS 


Assistance to housing in the form of 
lump sum grants was particularly 
characteristic of early postwar Euro- 
pean housing policy. By the middle 
of the 1920’s this device had been 
generally abandoned, although it re- 
mains a little-used power in the law 
of at least one nation. 

The objectives of this form of sub- 
sidy varied with time and place. In 
some countries it was employed to 
stimulate construction in reducing the 
postwar housing deficit and to lower 
the cost of housing to the working 
classes by offsetting high building 
costs. Elsewhere the purpose was to 
induce property owners to renovate 
and remodel their dwellings or to assist 
municipalities in slum clearance opera- 
tions. 

The basic plan consists in the pay- 
ment of a specified sum at a definite 
time as a single payment to a private 
builder, a property owner, a local au- 
thority, or a housing society. The 
local authority may employ the funds 
In connection with dwellings which it 
builds on its own account, or it may 
act as a distributing agency in passing 
on the subvention to housing societies 
and private builders. 

In England the Housing (Addi- 
tional Powers) Act of 1919 provided 
for the grant of a definite sum for each 
new house constructed either by hous- 
ing societies or by private builders. 
The local authorities acted as agents 
of the Exchequer in distributing the 
subsidy. Originally the grant ranged 
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from £130 to £160 per house, but these 
limits were subsequently increased to 
£230 and £260 per house. 

From 1920 to 1923 the actual ex- 
penditures for lump sum grants were 
£9,498,156 for 39,186 houses, an aver- 
age of £242 per house.! New commit- 
ments under this Act ceased in July 
of 1921." 

The British Housing Act of 1923 
made provision for the payment of a 
lump sum benefit to private builders 
through the agency of the local au- 
thorities. The basic scheme promul- 
gated in the Act was to pay annual 
subsidies of a specified amount for a 
given term of years. However, it was 
permitted to commute these annuities 
to their present value. No data are 
available showing the number of in- 
stances in which lump sum payments 
were made. Out of a total of 438,047 
dwellings built under the 1923 Act, 
private enterprise accounted for 351,- 
232.2 It is safe to assume that in the 
majority of cases the annuity was com- 
muted to a lump sum grant. 

The lump sum form of assistance has 
been used in several other countries, 
mostly during the early 1920’s. In 
Sweden the state and local authorities 
joined in granting assistance to pri- 
vate builders to the extent of one third 
of the cost of construction during the 
period 1917 to 1919, and 15 per cent 
during the period 1920 to 1922. In 
Denmark from 1920 to 1922 subsidies 
were granted in the form of lump sums 
to municipalities, codperatives, and 
private builders. In Norway from 
1919 to 1922, in order to offset inflated 
building costs, mnére than 17 million 


t Seventeenth Annual Report of the Minister 
of Health, 1985-36, p. 252. 

* Lieut.-Col. F. E. Fremantle, The Housing of 
the Nation (London: Philip Allan and Co. 
Ltd., 1928), pp. 42-3. 

*Sizth to Sixteenth Annual Reports of the 
Minister of Health, 1924 to 1935. 
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kroner was distributed in assisting 
some 5,500 dwellings.* 

Lump sum subsidies were prov:ded 
in the Netherlands in 1918 to cover the 
excess of current building costs over 
prewar building costs. In 1920 the 
besis of subsidy was changed to the 
area of dwellings, with a. fixed maxi- 
mum grant. The payment wa: grad- 
ually reduced in amount unti 1923, 
when the subsidy was abolishec 

Other uses of the lump sum device 
may be cited, such as that ir aly 
from 1926 to 1928, where members of 
the low income groups were assSted in 
the purchase of some 11,705 dwellings 
through an average grant of 8,547 lire. 
France has utilized this same Jevice, 
particularly to assist large fam-lies in 
acquiring homes. In Belgium, begin- 
ning in 1922, a grant was awarled to 
the builder of a house suitable Dr sale 
to persons of small means. Ar addi- 
tional grant was made to th2 pur- 
chaser. Czechoslovakia and Ger- 
many employed lump sum gran-s dur- 
ing the early postwar years tc offset 
the inflated costs of constructicn. In 
beth countries this policy was: aban- 
dened in 1923. 

In. considering the advantag2s and 
the disadvantages of this type «f sub- 
sidy, its outstanding virtue seems to 
be simplicity. Administration is ac- 
complished in a single transaction, 
-with a minimum of cost. Another ad- 
vantage lies in the fact that the grant 
is definite and fixed. The rezip.ent 
need not fear that policy may be 
changed and the benefit withdrawn. 
This type of subsidy has beer most 
effective in stimulating private initia- 
tive in the construction of houses, as 
evidenced by the experience o° Eng- 


“A more complete description of many of 
the policies mentioned in this and Ollowing 
paragraphs may be found in Housing Poxicies 
in Europe, Geneva: International Lebor Of- 
fice, 1930. 
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land, which has been cited above. 
The operative builder is able to count 
on a defnite amount and is not re- 
quired to tie up his own capital while 
awaiting a grant in the form of an 
annuity. 

A number of objections to this de- 
vice have been raised, some of which 
were responsible for its abandonment 
in England in its original form under 
the 1919 Act. Under this scheme the 
eventual purchaser of the subsidized 
house faib to benefit in the full amount 
of the grant. The builder is left free 
to sell to whomever he wishes, and the 
price at which he sells is not controlled. 
It has been estimated that under the 
1919 Act in England only one third of 
the benef£t of the subsidy went to the 
purchaser, while two thirds took the 
form of an additional profit to the 
builder. There apparently was a con- 
siderable amount of actual dishonesty 
and misrepresentation on the part of 
builders. Sir Alfred Mond, Minister 
of Health in 1921, is quoted as saying 
that the granting of a lump sum sub- 
sidy is “likely to lead to ‘hanky- 
panky’.” > 

Another disadvantage of this plan 
is that the public authorities have no 
continuing control over the subsidized 
unit after the grant has been paid. A 
final objection lies in the high initial 
cost and the fact that it may involve a 
heavy drain on the resources and the 
credit of zhe national treasury. 

That the lump sum grant has been 
abandoned in most of the countries 
suggests zhat it was considered as an 
emergency measure. Its wide use 
during th2 early postwar years and the 
substantial accomplishments in a 
number of countries indicate that it is 
an effective devicé for stimulating con- 
struction. particularly by private 


5 Henry È. Aldridge, The National Housing 
Manual (Lendon: National Housing and Town 
Planning Council, 1923), p. 249. 
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builders. However, as a permanent 
national policy for the improvement 
of housing conditions among the work- 
ing classes, the method has not been 
effective. 


CONTINGENT CONTRIBUTIONS 


Financial assistance to housing in 
the form of contributions which are 
contingent upon future events has 
been utilized to only a small extent. 
The lack of general application and 
the unsatisfactory experience in those 
cases where it was employed, particu- 
larly in England, lead to the conclusion 
that this device is one of the least prac- 
ticable methods. 

In most cases the objective was the 
stimulation of construction in the face 
of the early postwar housing shortage. 
In general, the plan provides for a 
flexible contribution for a definite pe- 
riod of years, the amount of the con- 
tribution to be contingent upon condi- 
tions which are subject to variation. 

The outstanding example of the use 
of the device is found in England. 
After the war the intensive demand for 
housing accommodation called for the 
greatest possible stimulation to local 
authorities and the reorganization of 
the chaotic building industry, in order 
to provide a large number of new 
dwellings. Under the Act of 1919 the 
Exchequer was obligated to offset the 
residual loss in the operation of hous- 
ing developments by the local authori- 
ties, after a contribution from the lo- 
cal real estate taxes of one penny for 
each pound of ratable value in the 
community. During the three years 
before this plan was abandoned, nearly 
175,000 dwelling units were produced. 
It has been estimated that the current 
value of the average commitment 
made by the Exchequer for each of 
these dwellings was £1,063 at the time 
of the commitment. This amount 
may be compared with the average 
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commitment of £140 made for each of 
the houses assisted by means of a 
fixed annual grant under the Acts of 
1923 and 1924. The cost of construc- 
tion of non-parlor houses ranged from 
£888 in 1920 to £346 in 1923, when 
most of the construction under this 
Act had been completed. ° 

Between 1917 and 1920 in the Neth- 
erlands, subsidies were granted on a 
contingent basis to cover the total def- 
icit in operating working-class dwell- 
ings built during this period. Rentals 
in these dwellings were limited to one 
sixth to one seventh of the income of 
the tenants. Three fourths of this 
subsidy was paid by the state and one 
fourth by the local authorities. In 
1920 the rents were required to cover 
from 50 per cent to 70 per cent of the 
necessary cash disbursements. This 
proportion was gradually increased, 
reaching 90 per cent in 1922. In 1924 
the subsidies were abolished. 

A form of contingent obligation has 
been undertaken by the French Gov- 
ernment under the Acts of 1922 and 
1928. Loans are made at 2 per cent 
interest, with the state contributing 
the difference between this rate and 
the rate on government obligations. 

‘As employed in England, the device 
of contingent contribution created an 
extremely heavy burden on the Ex- 
chequer. This resulted from high 
building’ costs and the lack of incen- 
tives for local authorities to exercise 
economy in the construction and oper- 
ation of the dwellings which received 
the assistance. It early became evi- 
dent that the excessive cost of this 
form of subsidy was prohibitive.” 
The system employed in the Nether- 
lands had one advantage over the Eng- 
lish policy in that the local authorities 
were required to bear a portion of the 

ê Fremantle, op. cit., p. 42. 


*Third Annual Report of the Minister of 
Health, 1921-1922, pp. 39-41. 
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ccntingent obligation. Thus there 
was some incentive toward eondmy 
on their part. 


FIXED ANNUITY FOR A DEFE ITE 
TERM 


In financial assistance to howirg in 
postwar Europe, the fixed annuity for 
a definite term has been one of the 
most widely employed deviczs. In 
England it has apparently been ac- 
cepted as the most desirable form of 
assistance by the Exchequer. 

The objectives of this form əf sub- 
sidy in England and in other cc-in:ries 
have been varied, including simula- 
tion of construction, assistance in the 
provision of housing for low ncome 
groups, and slum clearance. Basic- 
ally, the scheme consists in the estab- 
lishment of a definite schedule af >ay- 
ments of predetermined amotnts in 
connection with the erection 3f new 
housing. In effect, this form of sub- 
sidy is a lump sum grant spreac over a 
period of years, with the currer value 
of the annuities equivalent io the 
lcemp sum payment. 


Application in England 


In England, after the discontinu- 
ance of activities under the 19_9 Act, 
this form was adopted and hes Deen 
used continuously up to the dresent 
time. The Act of 1923, desigred pri- 
marily to stimulate construction by 
private initiative, provided for an an- 
nual payment of £6 for twent7 rears 
for each new house constructec. The 
payment was made by the Exchequer 
to the local authority, for publ Lous- 
ing, or for distribution to prvate 
builders, to public utility societies, or 
to the renters or purchasers of new 
houses. As discussed in the section 
on lump sum grants, annuities were 
commuted to a lump sum payment in 
most cases where the subvent on was 
paid to private builders. In crder to 
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restrict this financial aid to the most 
needy groups, upper limits were estab- 
lished to the size of houses eligible for 
assistance. In total, 438,047 houses 
were built under this Act, and up to 
March $1, 1936 8 a sum of £22,629,096 
had been disbursed by the Exchequer. 

The Act of 1924 continued the use 
of this device for encouraging local 
authorities in the construction of 
houses for rent. This Act established 
an annuity of £9 for forty years for 
each new unit constructed. Various 
restrictions were placed on the size of 
the houses eligible for the grant and 
upon the disposition and renting of 
the completed dwellings. Under this 
Act, 520,298 houses were built at an 
expense to the Exchequer of £28,288,- 
852, up to March 31, 1936. ® 

In 1930 an act was passed providing 
for assistance in connection with slum 
clearance operations. Annual grants 
are based on the number of persons re- 
housed after displacement through the 
demolition of unfit habitations. The 
annuity is £2 5s. per person for forty 
years. In addition, local authorities 
are required to provide a minimum of 
£3 15s. for each dwelling for the same 
teriod. Supplements are permitted 
in cases of expensive sites for rehous- 
ing purposes. Up to March 31, 1936, 
€0,611 houses had been erected under 
the Act, at a cost to the Exchequer of 
£1,113,504. 19 

The Overcrowding Act of 1935 pro- 
vides for a forty year annuity for each 
Cwelling built to relieve overcrowding. 
This payment varies in accordance 
with the value of the site utilized, and 
ranges from £6 per year for houses 
built on sites valued at from £1,500 to 
£4,000 per acre, to more than £8 for 
dwellings on sites valued at more than 
£6,000 per acre. Local authorities are 


® Fremantle, op. cit. 
® Ibid. 
Ibid. 
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required to make a contribution equal 
to one half of the total grant by the 
Exchequer. 


Application in other countries 


Subsidies in the form of annual 
grants for a definite term have been 
employed in many other European 
countries since the war. In Den- 
mark, between 1918 and 1920, semian- 
nual and annual payments over a pe- 
riod of eight years were provided for 
new houses built to overcome the 
housing shortage. These grants were 
established as a percentage of the cost 
of construction, ranging from 10 per 
cent for codperative developments up 
to 24 per cent for municipal housing. 
Private builders were allowed a sub- 
vention equal to 20 per cent of the cost 
of construction provided that the 
dwellings so aided should be subject to 
state control of rents and sale. 

Annuities paid for eighteen years 
and equal to 1 per cent of the cost of 
construction were granted by local 
authorities in France for the purpose of 
assisting the construction of low-cost 
dwellings for large families. Under 
certain conditions this grant was dou- 
bled and extended to thirty years, in 
which case the state was empowered 
to contribute one half of the pay- 
ment. 

Between 1921 and 1924, and again 
in 1930, provisions were in force in 
Czechoslovakia for the payment of an- 
nual sums to meet interest and amorti- 
zation charges on mortgage loans on 
houses for the lower income groups. 
From 1921 to 1924 these payments 
were made to local authorities, public 
utility societies, and private enter- 
prise for a period of twenty-five years 
in accordance with a definite schedule 
of declining contributions reduced at 
five-year intervals, #4 


“See also Housing Policies in Europe, op. 
cit., pp. 222 and 269-71. 
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Advantages and disadvantages 


The widespread use of this device of 
annual payments and its adoption in 
England as a standard method of sub- 
sidization suggest that it has proved 
both effective and practicable. It has 
the advantage of being based upon a 
fixed schedule, so that both the bene- 
fits to the recipient and the obligations 
of the grantor are definitely determi- 
nable. Furthermore, this type of 
grant avoids the danger of straining 
the national credit by requiring large 
sums at the time of the completion of 
the housing, as in the lump sum form 
of grant. Under ordinary conditions 
the obligations can be paid directly 
out of public revenues. 

Another advantage lies in the con- 
tinuing control in the hands of the 
granting agency during the term of 
the grant. This is important in con- 
trolling rents and in guiding the dis- 
position of the property. This form of 
subsidy is particularly adaptable for 
houses which are erected for renting, 
and provides a flow of income which 
can be used to supplement the rental 
revenue in meeting the annual finan- 
cial obligations. Furthermore, since 
the obligation of the state is definitely 
fixed, there is an incentive on the part 
of the local authority or administering 
agency to construct and operate the 
assisted projects in the most economi- 
cal manner, in order to limit its resid- 
ual obligation. 

A disadvantage to the state is that 
this form of subsidy requires constant 
administration throughout the term of 
the grant. The tosts of administra- 
tion are higher than in the case of a 
lump sum grant. From the stand- 
point of the local authority or produc- 
ing agency, the long-term control of 
the state may become burdensome. 
Furthermore, there is the possibility of 
a reduction of the subsidy before the 
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expiration of its term. Final-y, the 
capital of the producing agency is im- 
pounded until gradually relea.ed by 
the annuity. 


Tax EXEMPTION 


Various forms of tax exempzion 
have been employed in European na- 
tions to stimulate house construczion 
and the repair and remodelng of 
dwellings. In general, the plen has 
been to relieve the owners either f-om 
specific duties or from recurring taxes 
for specified periods. 

In the Netherlands and certah Cen- 
tral European countries, exencpt:ons 
have been made from local impctt and 
transport duties. In France =nd in 
Scandinavian nations there has deen a 
waiver of stamp taxes on coztracts 
and on securities issued in conreczion 
with housing projects. Housing so- 
cieties in Germany are exemp- from 
succession and transfer duties; and in 
Belgium, France, and Poland similar 
exemptions have been employec ta en- 
courage the construction of dvcell:ngs 
for the working classes. Poland has 
exempted newly constructed housing 
projects from the normal income tax 
under certain conditions. In most of 
tle countries the dividends from imh- 
ited dividend housing projects are free 
from income and dividend taxes. 

A very common form of asssStance 
is the exemption of new constmiczion 
from the regular local real estate taxes. 
An example of this is found im Italy, 
which provided as early as 1903 for this 
form of aid. In that year and ñ 1908 
laws were adopted for exemptirg low- 
cost dwellings from»the general prop- 
erzy tax for a period of ten years. 
Further extensions of this plar have 
been made in the period sinse the 
war, 1? 

In England the Act of 1923 empow- 

B Housing Policies in Europe, op. sit., pp. 
185-87. 
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ered locad authorities to exempt the 
owners o- dwellings from an increase 
In taxable value arising from the con- 
version of a single-family house into 
two or more flats suitable for work- 
ing-class occupation. In order to 
encourage remodeling and renovation 
and the subdivision of large units into 
a numbes of small flats, the city of 
Vienna has employed the same policy. 

The mejor advantage of tax exemp- 
tion as a “orm of financial assistance is 
that no cash outlay is required by the 
public authority. Ifthe subsidy stim- 
ulates comstruction that would other- 
wise not have been undertaken, it is 
probable that the actual financial bur- 
den is relatively small. For instance, 
in the case of exemption from regular 
property taxes for a specified period, 
the cost tò the public authority is sim- 
ply the cost of services provided to 
the new nit, which is probably less 
than the loss in taxes. 

It is held in some quarters that as 
a component of municipal fiscal pol- 
icy, tax exemption is a dubious plan. 
Another objection is that the benefits 
are seldom passed on to tenants by 
property owners. 


PROVISION oF Sires 18 


While the provision of sites by local 
authorities for housing purposes is not 
strictly a. method of financial assist- 
ance, it is an Important means for as- 
sisting in the provision of housing for 
the working classes and for controlling 
housing development. This form of 
aid is most characteristic of the Scan- 
dinavian countries and of Germany 
and the Netherlands. Its purpose is 
not only to effect control over the out- 
ward expansion of the city, but also to 
provide land for working-class hous- 


See alsc Ernest M. Fisher and Richard U. 
Ratcliff, Ez-ropean Housing Policy and Prac- 
tice (Wash ngton: Federal Housing Adminis- 
tration, 1935), pp. 47-51. 
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ing at a cost low enough to permit less 
than market rentals. 

It has been customary for munici- 
palities in many countries to purchase 
outlying vacant land many years in 
advance of its need for development. 
Ordinarily tracts are acquired in the 
open market at favorable times, but 
occasionally condemnation is neces- 
sary. As the growing city needs new 
land, and as housing societies, private 
individuals, or the municipality itself 
requires sites for housing projects, the 
land is released for use either on lease 
or by sale. For private use the land 
may be disposed of at market prices, 
but for low-rent housing it is ordinarily 
sold or leased on favorable terms. 
When sites are sold outright it is cus- 
tomary for the city to reserve the right 
of repurchase. 

For many years the municipalities in 
Sweden have been acquiring large 
areas of land at the urban periphery. 
In Stockholm, for instance, in 1934 the 
city was In possession of 8,140 hectares 
of land located within eight and a half 
miles of the center of the city. This is 
more than five times the area of the 
city proper.7* From time to time 
parcels of land are leased for develop- 
ment to codperatives, to limited divi- 
dend corporations, and to private 
builders. These leases are ordinarily 
at rents less than the market rate, with 
the provision that at the expiration of 
the lease the land and its improve- 
ments may be acquired by the city 
upon the payment of a reasonable 
award to cover the remaining value of 
the buildings. 

Copenhagen has pursued a similar 
policy since 1890. In 1933 the city 
owned 2,890 hectares of land, which 
was valued at more than 47 million 
kroner. The land has been used for 


4 Garden Suburbs of the City of Stockholm 
,~-Some Official Data, issued by the City of 
Stockholm Real Estate Office, 1984. 
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municipal housing construction and 
has been leased and sold to coöpera- 
tives and to private developers. In 
spite of the fact that sites are disposed 
of at relatively low prices, the pro- 
ceeds have, in general, equaled the cost 
of acquisition. 

In Austria and in the Netherlands 
many local authorities have acquired 
large tracts of land, much of which is 
leased at favorable rents for the pro- 
vision of working-class housing. On 
the other hand, this policy has not 
been generally pursued in England, 
with the result that the provision of 
sites for public housing estates has 
been rather difficult and costly. 15 

In Germany in 1924 it was reported 
that fifty-three towns were known to 
own from one fifth to three fourths of 
the parcels contiguous to their boun- 
daries. Berlin, for instance, in 1914 
owned, both within the city and out- 
side, a total area of land equal to 25 
per cent of the administrative area of 
the city. Land is disposed of in Ger- 
many by sale or lease at favorable 
rates, particularly when used for work- 
ing-class housing. 16 

There are many advantages which 
derive to the community from the 
ownership of peripheral building sites. 
In the improvement of housing condi- 
tions the most important virtue is the 
provision of sites at less than market 
prices. Thus, a definite benefit ac- 
crues without a heavy financial burden 
to the community. The possession of 
a large proportion of the available 
building sites likewise gives to the pub- 
lic authorities a partial control of the 
real estate markét. Through releas- 
ing or withholding land from use they 

See Sir Herbert H. Humphries, “Rehous- 
ing the People in Great Britain,” International 


Housing and Toum Planning Congress, 1935, 
Part I, p. 269. 

*° George J. Stigler, “Some Economic Aspects 
of Municipal Land Policies in American Cities,” 
Master’s Thesis, Northwestern University. 
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are able to stimulate construct.on at 
times when it is lagging, or to zeduce 
the rate of building when overactivity 
seems to threaten. Furthermoce, by 


disposing of the land at low prices the | 


city can exercise control over sp=cula- 
tion and price inflation. Another ad- 
vantage lies in the fact that anyincre- 
ment in the value of the land ever a 
period of years is preserved fer the 
city. 

A general advantage of this lard pol- 
icy which redounds to the benefi- of all 
classes of housing and to the connu- 
nity as a whole is the power :n the 
hands of the municipality for guiding 
the expansion of the city in the most 
efficient and logical manner, ard for 
controlling management policizs by 
provisions in lease or deed. 

The disadvantages of this poLcy lie 
mainly in the general objection tə pat- 
ting the city in the real estate business. 
Furthermore, it is possible that inder 
some circumstances the cost of <arry- 
ing land may become burdensore. 


Drrect Loans 


Financial assistance to hcus.ng 
given by public authorities in the form 
of direct loans has been a commen Je- 
vice in almost all the European ag- 
tions. At times construction ha. been 
stimulated by making funds rzacily 
available at low interest rate.. In 
some countries the provision of mcrt- 
gage money by governmental ag=ncies 
has been utilized for exercising a de- 
gree of control over the private money 
market in order to restrict imerest 
rates to reasonable bounds. Jneder 
sore conditions it hasbeen necessary 
for governments to supply morey to 
builders at times when private lend- 
ers were hesitant. Perhaps the most 
ger.eral use of this device has been to 
encourage the construction of work- 
ing-class housing with rents refl=ct- -ng 
favorable interest rates. 
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In som2 cases, loans are made di- 
rectly by the state either to municipal- 
ities, to private individuals, or to 
building societies. Under other cir- 
cumstances the loans are made to local 
authorities, which act as distributing 
agents for advances to private builders 
and building societies. In other cases 
the advar.ces are made by the local 
authority directly. Ordinarily, loans 
are made available at a lower interest 
rate than that at which money would 
otherwise be available to the operating 
agency. ‘To this extent this device is 
a form of subsidy made effective by 
the interposition of the public credit. 

There aze many examples of the pro- 
vision of direct loans. The Housing 
Act of 1901 in the Netherlands author- 
ized the state to advance funds to mu- 
nicipalities, and to housing societies 
with the guarantee of the commune, 
for the purpose of constructing work- 
ing-class dwellings. The money was 
loaned at Hs cost to the state for a term 
of fifty years. Following the war, 
loans were provided on both first and 
second mortgages without restriction 
as to the disposition of the dwellings 
produced. In 1926, however, the pre- 
war policy of lending only for the con- 
struction of low-rent dwellings was re- 
sumed. The interest rate was estab- 
lished at 4.75 per cent for 1927, after 
having rar ged from 5 to 6 per cent dur- 
ing the earlier years. 

In 1924 the state provided for ad- 
vancing funds at 6 per cent interest 
on second mortgage up to 20 per cent 
of value cf the property. This plan 
was adopted because private sources 
were demending from 8 to 10 per cent. 
No great use was made of these facili- 
ties, even ~hough the interest rate was 
gradually reduced by the state until it 
reached 4 per cent in 1933.7" Only 

7H. van cer Kaa, The Housing Policy in the 


Netherlands (Geneva: League of Nations 
Health Organization, 1935), p. 93. Š 
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about eleven thousand loans were 
made before 1934, but the continuing 
existence of this source of second mort- 
gage money had a salutary effect upon 
the private money market. 
’ English local authorities have been 
able to borrow funds for slum clear- 
ance or for the construction of work- 
ing-class dwellings since 1890, when 
the Housing of the Working Classes 
Act empowered the Public Works 
Loan Commissioners to lend to local 
authorities or to public utility socie- 
ties. Loans to public utility societies 
were made for a maximum of forty 
years up to 50 per cent of the value of 
the project. In 1909 this ratio was in- 
creased to 6624 per cent, and in 1919, 
to 75 per cent. 

In 1899 the English Small Dwellings 
Acquisition Act empowered local au- 
thorities to lend directly to occupiers 
of rented dwellings in order to assist 
them to become home owners. Loans 
were made up to 80 per cent of the 
value of the property for a thirty-year 
term with interest at not more than 
one-half per cent above the cost of 
money to the local authority. In 
1919 the ratio of the loan to the value 
of the property was increased to 85 
per cent, and in 1923 to 90 per cent. 
The maximum value of the security 
was set at £800 by the Act of 1935, 
after having been changed several 
times by earlier acts. The Act of 1919 
provided for loans by local authorities 
to owners for the purpose of renova- 
tion and repair. The same law pro- 
vided that local authorities may 
assist in the financing of public 
utility societies by investing in share 
capital. 

In Sweden, between 1920 and 1930, 
the state provided second mortgage 
money at favorable rates, originally 5 
per cent and later 4 per cent. The 
term of the loan was thirty years with 
amortization payments of 2 per cent 
per year beginning the sixth year. 
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Between 1920 and 1929, a total of 83,- 
335,100 kronor was loaned in respect of 
24,594 dwellings. In 1929 the Swed- 
ish Housing Loan Fund was estab- 
lished as a permanent solution to the 
second mortgage problem. 18 

In Denmark, in 1917, the state was 
empowered to advance funds directly 
to coöperative societies and to munici- 
palities. The communes used the 
money either for construction on their 
own account or for lending to housing 
societies or to private persons. Loans 
by the state to coöperatives were orig- 
inally at 4 per cent interest, while 
loans by the municipality were at 5 
per cent. In total, 20,000,000 kroner 
was loaned by the state to municipali- 
ties and 7,500,000 kroner to coépera- 
tives. In 1922 the State Housing 
Fund was established to provide sec- 
ond mortgage money to municipali- 
ties, housing societies, and individuals. 
Loans up to 40 per cent of the value of 
the property were made to supplement 
first mortgage money secured from pri- 
vate sources. The effective interest 
rate varied from 5.3 per cent to 6 per 
cent. It was required that the munic- 
ipality guarantee one half of the ad- 
vance to housing societies or to indi- 
yiduals. From 1923 to 1927 some 
thirty thousand dwellings were as- 
sisted in this manner, and a total of 
113 million kroner was loaned. A law 
adopted in 1933 resulted in advances 
by the state for housing purposes in 
the amount of 25 million kroner before 
its expiration in 1936.19 

In France, advances by the state 
were authorized by several acts be- 
tween 1894 and_1922. In the latter 
year, loans were available for low-cost 
housing and were made in connection 
with an interest subsidy by the state. 
The loan was limited to a term of forty 
years and an upper limit of 60 per cent 

38 See also Housing Policies in Europe, op. 


cit., pp. 125-88. 
2 Fisher and Ratcliff, op. cit., p. 28. 
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of the value of the property unless 
guaranteed by a municipality cra de- 
partment, in which case it was raised 
to 75 per cent. Jn addition, tk= state 
provided funds to certain credi- agen- 
cies for the purpose of relendinz. Up 
ta 1928, 814,900,000 francs had been 
advanced to housing societies and 
605,100,000 franes to credit soziezies. 
In 1928 the maximum debt-va_ue ra- 
tio was Increased to 80 per cenz, with 
a ratio of 90 per cent permittec when 
the loan was guaranteed by a public 
authority. Interest was fixed at 2 per 
cent, with the state paying the-dicter- 
ence between this rate and the zost of 
money. 7° 

In Czechoslovakia, state loars were 
made on a limited scale during -he pe- 
riod 1921-1923. In Austria, <= fund 
was established in 1921 in part. or the 
purpose of advancing funds fr the 
construction of low-rent dwellings. 
By 1930 a total of 27,400,000 scLill:ngs 
had been advanced. 

In postwar Germany, governmental 
lending has been done almost eaticely 
by the several states with furds se- 
cured from the house rent tax. In 
Prussia, for instance, these funcs were 
advanced on second mortgage up to 
two thirds of the value of the prcperty. 
Interest rates varied from as low as 1 
per cent to 3 per cent, with amortiza- 
ticn payments of 1 per cent for ten 
years and 2 per cent thereafter. 71 
Between 1925 and 1930, in Germeny, 
between 100,000 and 200,000 dwellings 
were built annually with the aic of 
these loans. In 1933 this form of fi- 
nancial assistance was supplanzec to 
some extent by advances from the 
Reich on second mortgage for tke pur- 


D International Survey of Social cervices, 
1923 (Geneva: International Labor Office, 
1926), pp, 304-05. 

A See also Julius Fleischmann, “F-omarcing 
Low Rent Housing in Germany,” The Jocrnal 
of Land and Public Utility Economes, Vol. 
XU, No. 2 (May 1936). pp. 120-25. 
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pose of simulating the construction of 


new houses for owner occupancy. 2” 


One of the major advantages of fi- 
nancial essistance to housing in the 
form of direct loans is the relatively 
Icw cost to the public authority. If 
leans are carefully made, with a con- 
tinuing control over the operations of 
the projact, little loss is incurred. 
Another advantage lies in the control 
which msy be exercised over the man- 
agement policies in the assisted proj- 
ects. 

The urcertain hability incurred by 
the lender is one of the disadvantages 
of the plen. There is no way of esti- 
mating the losses and thus the even- 
tual burden. Furthermore, the ad- 
vancing of funds for housing opera- 
tions on a large scale calls for large 
public berrowings and may place a 
strain on the public credit. 


GUARANTEE OF ADVANCES 


There is an increasing tendency on 
tke part of European governments to 
provide nancial assistance in the 
improvement of housing conditions 
tkrough tae device of guaranteeing ad- 
vances made to local authorities, to 
housing societies, or to individuals. 
This device is almost entirely a post- 
war phenomenon, and has continued 
ta be widely employed even since the 
passing of the housing crisis in the va- 
rious nations. The guarantee of ad- 
vences is made in some cases by the 
state and in other cases by the munici- 
pelities. The source of the funds 
waose repayment is guaranteed may 
be either private or public. 

In England, the Act of 1923 pro- 
vided for the guarantee by the local 
authorities of the interest and princi- 
pel for loans made by building societies 
or by public utility societies to their 
members. Neither these powers nor 


2 Bruno Schwan, “Housing,” Town Plan- 
ning and Housing Throughout the World 
(Eerlin: Ernest Wasmuth, 1935), pp. 130-34. 
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those provided by the Act of 1933 are 
utilized to any great extent. This lat- 
ter Act enabled local authorities and 
the Minister of Health to join in the 
guarantee of loans by building socie- 
ties to the extent of two thirds of the 
excess advance over the usual percent- 
age of the loan to the property value.?° 

In Germany, provision has been 
made for municipalities to guarantee 
the part of private loans made in ex- 
cess of the regular percentage of loan 
to the value of the property. The 
Reich has guaranteed loans for dwell- 
ings built for its officials and em- 
ployees. In 1934 provision was made 
for state guarantee of second mort- 
gage loans on small dwellings. Such 
loans were permitted to carry a maxi- 
mum interest of 5 per cent plus a 
charge for administration. The max- 
imum debt-value ratio was set at 75 
per cent.*4 

The municipal guarantee of ad- 
vances by the state to building socie- 
ties and private builders was origi- 
nally provided in the Netherlands by 
the Act of 1918. In Denmark similar 
guarantees by local authorities are 
customary, particularly with respect 
to second mortgages. 

The Norwegian Small Holdings and 
Dwellings Bank ordinarily requires a 
municipal guarantee in connection 
with its advances on working-class 
dwellings. The Norwegian state like- 


* See also John G. Martin, “Facts and Fig- 
ures (Revised, April, 1936),’ (London: Na- 
tional Housing and Town Planning Council), 
p. 6. 
** “Notes Periodiques,” Dec. 1936 (Fédération 
Internationale du Batiment et des Travaux 
Publics), p. 1. 
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wise guarantees loans for the con- 
struction of dwellings for state officials, 
and municipalities frequently guaran- 
tee loans made by private institutions. 
The French Housing Act of 1922 and 
the later Act of 1928 provided for more 
liberal loans when guaranteed by mu- 
nicipalities or departments. Belgium 
likewise employs state guarantee of 
funds for low-rent housing. 

A. present limitation in the applica- 
tion of the device of guarantee is the 
difficulty of predicting the eventual 
liability of the guarantor. This ob- 
jection is being obviated through the 
collection and analysis of mortgage 
lending experience, which will permit 
the guarantor to determine the reserve 
requirements with a sufficient margin 
of safety. 

The widespread and growing use of 
the plan indicates that no serious ob- 
jections are admitted. The fact that 
no original outlay of public funds is 
required by the plan is a prime reason 
for its popularity. The obligation 
undertaken by the guarantor is a con- 
tingent one. Thus it is possible to as- 
sist a greater number of dwellings than 
in the case of other forms of aid with- 
out placing an undue strain on the 
public credit. Through the employ- 
ment of this device, funds are made 
available at favorable interest rates 
and on reasonable terms for the pur- 
pose of working-class housing. The 
plan is practicable even in times of fi- 
nancial stringency when loans or cash 
subsidies would be impossible. Fur- 
thermore, by virtue of the guarantee, 
which continues over the term of the 
loan, effective control over manage- 
ment policies can be exercised. 


Ernest M. Fisher, Ph.D., is economic adviser for 
the Federal Housing Administration and director of 
the Dwision of Economics and Statistics. 

Richard U. Ratcliff, Ph.D., is housing economist in 
the Division of Economics and Statistics, Federal 
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Bibliograpaical Notes on Housing 


By ApELAIDE R. Hasse 


I. Brsurograryims or Howre 
BIBLIOGRAPHIES 


ORD, James. Bibliograzhy of 

housing bibliographies. P>. 1000- 
1002 in his Slums and Housinz, Cam- 
bridge, Mass.: Harvard University 
Press, 1936. 2 v. 1033 pp. illus. 

These pages comprise 89 ttles al- 
phabetically arranged and dating 
from 1901 to 1935, on some special 
phases as well as on the general subject 
of housing. 

The bibliographies on specal sub- 
jects follow, arranged (1) by subject, 
(2) by date of publication, anc (3) by 
compiler, viz.: 


Codperative Housing: 1921 Lorery of 

Congress; 1925 Russell Sage Foun- 

dation. 

rime Causation and Housirg: 1932 

President’s Conference, etc, vol. 8. 

Health and Housing: 1916 Fard; 1929 
Morse. 
History of Housing: 1933 Bemis and 
Burchard. A 
Industrial Housing: 1912 Talbot: 1919 
Kimball; 1921 Bolander. 

Massachusetts Housing Corditions: 
1981 Skedd. 

Negro Housing: 1932 Presidert’s Con- 
ference, ete., vol. 6. 

Pittsburgh Housing Conditioas: 1930 
Pendleton. 

Public Aid to Housing: 1923 Hofman. 

Slums and Slum Clearance: 1331 U.S. 
Standards Bureau; 1933 Russell 
Sage Foundation; 1934 Bro-vn; 1934 
and 1935 Detroit Public L-brary. 

Subsistence Homesteads: 1934 Mec- 
Namara. 

Zoning: 1916 Rider; 1920 Eubbard; 
1922 Rankin; 1923 Hubbæd; 1926 
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Chicazo Municipal Reference Li- 
brary: 1928 Bassett and Williams. 


If. Boeurocrapnutises on Housing 
IN GENERAL 


Useful lists are found in many re- 
cent books on housing, thus: Carol 
Aronovii, Catching up with Housing 
(1936), pp. 192-229. James Ford, 
slums and Housing (1936), vol. 2, pp. 
973-999 (purports to relate to N. Y. 
‘City on_y, but includes many general 
~eferences). K. McNamara, Pibliog- 
-aphy of Planning (1936), pp. 77-82. 
T. Kimball, Manual of Information on 
City Plenning and Zoning (1923), pp. 
34-96; Catherine Bauers Modern 
Housine, etc. The Housing Index- 
Digest, published under the auspices 
of the Central Housing Committee, 
contains selected current readings and 
references on housing. The Ameri- 
can City, Monthly Labor Review, and 
most o: the architectural, construc- 
tion, real estate, and trade magazines 
feature reviews of books and mono- 
graphs on general or special phases of 
housing. Bibliographies are also in- 
cluded in annuals and yearbooks, an 
example being that of the Na- 
tional Association of Housing Officials. 
Publications nos. 58 (1928), 59 (1929), 
and 62 (1930) of the National Hous- 
ing Association are devoted to “Recent 
books end reports on housing.” The 
two bibliographies issued in mimeo- 
graphed form by the Chamber of 
Commerce of the United States in 
1931 ard 1933 belong in this category. 

Regional housing bibliographies 
have begun to appear. In 1931 the 
Massachusetts Housing Association 
published a 17-page typewritten bibli- 
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ography of housing conditions in Mas- 
sachusetts, and in 1936 James Ford in- 
cluded an ample bibliography on 
housing in New York City in his 
Slums and Housing. 

The suggestion is here made to fu- 
ture compilers of regional bibliogra- 
phies that these include references to 
factors influencing or influenced by 
housing, such as traffic surveys, ter- 
minal expansion, vital statistics, as- 
sessments, utilities, industries, and so 
forth. 


A. The Housing Problem in the 
United States 


As to general commentaries on and 
surveys of the housing situation at 
large in the United States, of these 
_ there are many, and, while most of 
them are well known, a brief synopsis 
should be included here. Among the 
earliest is Gould’s Housing of the 
Working People, 1895 (see Housing 
Index-Digest item 650); the two-vol- 
ume report of the war-time U. S. 
Housing Corporation, the second vol- 
ume containing plans and elevations 
of small houses, and the Kimball bibli- 
ography on industrial housing, are 
sought after today. 

The impetus producing the modern 
crop of general housing studies was 
doubtless Dr. Wood’s Recent Trends 
in American Housing, published in 
1931 by Macmillan. 

The following year there appeared 
the ll-volume series of studies by 
the President’s Conference on Home 
Building and Home Ownership. It 
has today and will have for some time 
to come practical value. In the same 
year the editors of Fortune issued 
their Housing in America, which was 
followed by many general monographs 
and volumes: “Shelter for America,” 
Sherlock, in the North American Re- 
view of August 1933; “Rehousing 
_ America” in the same journal of No- 


227 


vember 1934; “Housing Program for 
the U. S.,” published in 1934 by the 
National Association of Housing Offi- 
cials. In the same year Catherine 
Bauers Modern Housing was pub- 
lished by Houghton Mifflin. While 
not confined to the United States by 
any means, the comparative implica- 
tions make this volume valuable to the 
student of American conditions. 

In the next year, 1935, there ap- 
peared Mr. Nathan Straus’s report to 
Mayor La Guardia on “Low Cost 
Housing Here and Abroad”; Frank 
Watson’s Housing Problems and Pos- 
sibilities in the U. S., published by 
Harper; Henry Wrights Rehousing 
Urban America, published by the Co- 
lumbia University Press; and Dr. En- 
gles paper read before the Interna- 
tional Housing Association, on “The 
American Housing Problem.” The 
hearings on the first Wagner bill, 8. 
2392, 74th Congress, were held in 1935 
and should be scanned in connection 
with both general conditions and low- 
cost housing. 

In the following year, 1936, Arono- 
vicis Catching up with Housing, a 
very useful compendium, made its ap- 
pearance. The chapter on Govern- 
ment in Housing, pages 53-98, is a 
good survey of housing agencies and 
their functions. In this year, too, the 
hearings on the second Wagner bill, 
S. 4424, 74th Congress, were held, and 
deserve careful reading in connection 
with factual studies on housing condi- 
tions. 

The most recent summary is that of 
Alfred Braunthal, “Residential Build- 
ing in the U. S. and Great Britain,” 
published in Social Research for Feb- 
ruary 1937. 


B. Trends m the Production of Homes 

Basic, statistically, are the figures of 
permits issued and contracts awarded, 
respectively. The source of present 
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nation-wide permits-issued daa is the 
official Bureau of Labor Statistics. 
Prior to 1920, when the Bureau cf La- 
bor Statistics began its series, two se- 
rizs of tables had been issuec by the 
Geological Survey, viz., one armual se- 
` ries for permits issued 1900-1218, and 
another for type and cost of kuildings 
1906-1918.. Both series were regu- 
larly published in the annual vclume 
entitled Mineral Resources. A max- 
imum representation of 60 cities was 
attained for the permits-issuec| series, 
and of 146 cities for the type-cf-build- 
ing series. These statistics werz ini- 
tiated by Mr. Jefferson Middleton, 
Chief of the Clay Section, under whose 
direction they continued to >e pub- 
lished until the transfer to the Bureau 
of Labor Statistics took place in 1919. 
No inquiries, it is understood, were 
sent out for the year 1919. 

- Beginning with 1920, elever annual 
tables of permits issued were pub- 
lished by the Bureau of Labo Statis- 
tics in its Bulletin (no. 295, irst ap- 
pearance; no. 545 last appearance). 
Curing this time the title of the table 
was “Building permits in the principal 
. cities of the U. S.” In 1931 ¿he title 
‘was changed to “Building or=retions 
ix the U. S.” and publication in the 
Bulletin was discontinued an trans- 
ferred to the Monthly Labor Review, 
from which a reprint in separete pam- 
palet form has been issued. The va- 
riety of tables making up this compila- 
tion has continued to increas, end it 
will perhaps be well, for checking pur- 
poses, briefly to enumerate sore of the 
main varieties. ‘The frequenzy of is- 
sue of the building-permi-s data 
has been annual, semiannial, and 
monthly. In addition, the “3uilding 
Qperations” contains a varviely of 
ozher tables also built up on this fre- 
quency schedule. In the beginning, 
the statistical base was only of cities 
o? 25,000 population and over. For 
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this group there are monthly, season, 
and annual tables. by geographical di- 
visions, and monthly and annual 
tables by cities for cost of new build- 
ing only. In 1933 the statistical base 
was widened to include all cities of 
10,000 and over. 

The volume of new construction is 
classified in much the same way, ex- 
cept that there is here one table for 
cities of 100,000 and over. 

Other construction categories are 
expenditure for new buildings, cost of 
residential building, volume of resi- 
dential building, and a few other mis- 
cellaneous categories. 

The statistics of cost and volume of 
residential building include a classifi- 
cation of per-family cost and volume 
of housing supply and demand, respec- 
tively. Both include “kind of build- 
ing” data. Changes both in coverage 
and in continuity occur in all varieties. 
There is in the compiler’s keeping a 
detailed typewritten analysis of this 
entire body of statistics. 

Bureau of Labor Statistics data are 
also prmted m reduced form in the 
Commercial and Financial Chronicle. 
Converted into line graphs, they are 
also used in the Home Loan Bank Re- 
Diew. 

Dun and Bradstreet publishes a 
“value of permits issued” table for 
several hundred cities, by name of 
city, including the principal Canadian 
cities and New York City by bor- 
oughs. This table has been traced 
by the compiler of these notes back 
continuously to 1922. In reduced 
form it is currently printed in the 
Annalist. 

“Value of contracts awarded” data 
which are most frequently used are 
those of the F. W. Dodge Corporation. 
The Corporation issues a booklet 
which fully sets forth the characteris- 
tics of each of its publications. The 
Dodge contract figures for types of 
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construction by months, for the two 
most recent years, and, reconstructed, 
for Federal Reserve districts, are 
printed in the Federal Reserve Bulle- 
tin. The Federal Reserve Board it- 
self issues an index number of 
the value of construction contracts 
awarded, which is printed in detail in 
its Bulletin and in reduced form in the 
Survey of Current Business. F. W. 
Dodge Corporation data are also 
printed in the Commercial and Finan- 
cial Chronicle. 

The relative advantages of con- 
tracts-awarded and _  permits-issued 
data are a moot question, each category 
having its adherents and dissenters. 
The compiler of these notes has traced 
the scope, the coverage, the changes, 
and so forth, of both the permits- 
issued and the contracts-awarded 
data of the series referred to, as well 
as many occasional series. In this 
connection attention should be called 
to the local home-construction trend 
data to be found in the monthly bul- 
letins of the Federal Reserve Bank of 
each of the twelve reserve districts. 
The earliest such tabulation found was 
in the Monthly Review of the New 
York district bank of January 1925, 
where there is a table covering the 
years 1875 to 1924, of the trend of 
growth of urban population and build- 
ing construction in each of the selected 
cities. It is there stated, “they make 
available for the first time a continu- 
ous record of building growth extend- 
ing back of 1900.” 

The Riggleman line graphs of dollar 
per capita value of building permits in 
terms of the 1913 dollar, and percent- 
age derivations from normal trend, 
and covering the years from 1875 to 
1932, which were included in the report 
made to the Committee on Business 
Reports, Statistics and Trade Infor- 
mation, National Construction Con- 
ference, 1932, are reproduced in Engi- 
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neering News Record of November 10, 
1932. 

Newman, in his Building Industry 
and Business Cycles, reproduces an 
American Appraisal Company mdex 
of fluctuations in building activity and 
building costs covering 1875 to 1933; 
also an estimate of population growth 
and building activity in seventeen 
cities, covering 1875 to 1933, as well as 
a number of other tables covering the 
same years. 

The literature of resettlement in the 
United States has reached very con- 
siderable proportions. The official 
literature can be traced through the 
Monthly Catalogue issued by the Su- 
perintendent of Documents, and the 
nonofficial literature through Readers’ 
Guide, Public Affairs Information 
Service, and the Cumulative Book In- 
dex, all of which are to be found on file 
in libraries. 


C. Economic and Social Trends in the 
Housing Market 


Of the social trends, obviously the 
most vital factor is that of population. 
The November 1936 issue of Tus Ax- 
NALS is devoted to studies in popula- 
tion of the people of the United States 
—hbiologic, biostatic, mobility, and de- 
mographic studies. Many of these 
have a very fundamental bearing on 
housing, notably those concerned with 
forecasting and vital statistics. Dr. 
Lowell J. Reed, of Johns Hopkins Uni- 
versity, in discussing “Population 
Growth and Forecasts” (pp. 159-166), 
examines the methods of writers in the 
field of long-time population forecasts. 
Mr. Henry S. Shr¥ock, Jr., of Prince- 
ton, considers the population esti- 
mates of the Bureau of the Census in 
post-censal years, pp. 167-176. 

Other more or less recent forecast 
studies, not included in THE ANNALS 
of November 1936 or referred to in 
footnotes in that issue, are the follow- 
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ing: “What is the Population of My 
Town?” (Tas Digest, Nov. 1935, pp. 
376-377). Here there is presented a 
formula for estimating the population 
cf any California county, city, or dis- 
trict for which the elementarv enroll- 
ment is known. F. P. Stearns on 
“Methods of Estimating Post-c2nsal 
Population for Individual Communi- 
ties” (American Marketing Jovrnal, 
October 1935, pp. 224-235). The Los 
Angeles Bureau of Municipal Re- 
search in 1935 issued a monogzaph, 
California Population Forecast 1980 
to 1960. Halsey, Stuart & Company 
in 1930 made a “Forecast of Popula- 
tion Increase, 1930-1950,” and of 
dwelling requirements in number and 
cost, for the north and west side of 
Chicago. Halsey, Stuart & Company 
were consolidation managers to effect 
the merger of surface and elevated 
transit lines. The population fore- 
casts were derived by the consvlting 
engineer, James Walker, by use cf the 
Verhulst curve (see Annars, Nov. 
1936, p. 163). The Halsey-Siuart 
forecast was reprinted in the Brick 
end Clay Record of Septembe- 23, 
1930. Warren S5. Thompson makes 
“estimates of the future population of 
cities or districts having over 509,000 
inhabitants in 1930” and “calcula- 
tions of the future population of the 
U. S.,” both carried forward half a 
century, viz., to 1980, in the report of 
the Ohio State Planning Conference 
of 1934, pp. 58-61. P. K. Whe pton 
in his “The future growth of the popu- 
lation of the U. S.” makes an estimate 
of the population of New York State 
to 1970. E. N. Widen, in the Na- 
tional Real Estate Journal of June 
1928, pp. 17-23, discusses the “Tech- 
nique of Forecasting the Growtk of a 
Community.” 

Local population forecasts heve a 
practical relation to the operation of 
public utilities, as was shown by the 
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Halsey-Stuart forecast for a section of 
Chicago. referred to above. Early 
forecasts of this nature, and subse- 
quently continued, are those of the 
Metropolitan Water District of Bos- 
ton. Taese were initiated by Dr. 
F. P. Stearns in his report for 1895. A 
line graph showing estimates made by 
this ageacy in later years and carried 
up to 1¢70 is reproduced in Engineer- 
ing News Record of May 21, 1931, p. 
855. L:ghting and telephone compa- 
nies compute such forecasts as a mat- 
ter of routine. 

For more general references to 
populatzon as related to housing, the 
article ky Dr. O. E. Baker in Tur Ax- 
NALS of November 1936, “Distribu- 
tion of the Population of the U. 8.” 
(pp. 264-279) , is suggested. In it will 
be found an estimate of houses needed 
in the next 15 years, viz., 10 million; 
“but a quarter century hence, unless 
the birth rate rises or foreign immi- 
gration increases, there will be more 
people 37 to 40 years of age than 
in any other 4-year age group, and 
the need for additional houses will be 
over.” 

William H. Newman discusses pop- 
ulation growth and building fluctua- 
tions in his The Building Industry and - 
Busines: Cycles (Chicago, 1935, 73 
pp.). More than a decade before, 
W. I. King had written on the same 
subject—“Population Growth and 
the Volume of Building’—im the 
Quarter:y Publications of the Ameri- 
can Stetistical Association, January 
1924, pp. 9-13. Other writers on 
this subject are: T. S. Holden, “Effect 
of Redaced Population Growth on 
Production Demand,” in the Architec- 
tural Record,’ January 1932; F. J. 
Hallowey, “Population and Building 
Canstruction,” in the Journal of Land 
and P. J. Economics, February 1934. 
A genetal study, but one not to be 
overlooked, is that by Thompson and 
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Whelpton in Recent Social Trends, 
ch. I, and the volume by these authors, 
Population Trends in the U. S., 1933, 
316 pp.; nor should chapters 17-20 in 
Thompson’s Population Problems, ed. 
2, be passed over. 

In this category belongs also the 
study by Ogburn and Tibbitts, “The 
Family and Its Functions,” being ch. 
XIII of Recent Social Trends. 

The line graph in The Real Estate 
Analyst of September 1936, “Fluctua- 
tions in the Marriage Rate in the 
Principal Metropolitan Areas in the 
U. S., 1867-1936,” may also be of value 
as a basis for deductions. 

General recent comment on urban 
housing under the New Deal, aside 
from technical material issued by the 
agencies, includes the following: “The 
New Deal: an analysis and appraisal” 
(London Economist, Oct. 3, 1936, pp. 
5-8). John W. Brabner Smith, “The 
Government’s Housing Program” (Jil. 
Law Review, Jan. 1936, and continued 
in American Bar Association Journal, 
Sept. 1936). Mr. Ickes has written 
the story of PWA in his Back to Work 
(New York: Macmillan, 1935, 276 
pp.). James T. Rubey has compiled 
a Suggestive List of References on the 
Federal Emergency Administration of 
Public Works, 1935, which was pub- 
lished by the U. S. Geological Survey. 
The Housing Division of PWA has is- 
sued Urban Housing, the Story of the 
Housing Division, 1936, 104 pp., illus., 
published as its Bulletin no. 2. In 
1936 the story of PWA was brought 
up to date in a monograph of 44 pages 
and officially published by PWA. 

In 1934 the Library of the FERA 
compiled and issued in mimeographed 
form three lists on “Shifting of Indus- 
try and Population Groups.” 

In 1931 the volume by Whitten 
and Adams, Neighborhoods of Small 
Homes: Economic Density of Low- 
Cost Housing in America and Eng- 
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land, was published as vol. 3 of the 
Harvard University City Planning 
Studies. The Architectural Forum 
soon followed with a series of articles 
on the small-house problem (see its 
issues March, July, and August 1931, 
and December 1932). In the April 
1932 issue of The Constructor there is 
a description of a small house priced 
under $2,000, which is summarized in 
the Monthly Labor Review, vol. 34, 
pp. 1286-7. The Housing Publicity 
Group of the Housing Association of 
Boston, in its Release no. 42, 1936, 
published “Considering the $1,200 
House.” In a statement before the 
U.S. Senate Committee on Education 
and Labor holding hearings on the 
Wagner bill S. 4424, in 1936, Mr. Miles 
Colean of the FHA refers to a study 
on the possibility of constructing a 
$1,200 to $1,500 frame house (see Item 
no. 616, Housing Index-Digest) . 

Codperative housing is represented 
by a considerable literature. A brief 
bibliography was issued by the Cen- 
tral Housing Committee’s library sub- 
section in 1936. The Russell Sage 
Foundation has issued two Bulletins 
on the subject, viz., nos. 73 (1925) and 
97 (1929). 

«lhe balance of demand and supply 
of housing in the housing study has 
been discussed and estimated at va- 
rious times and by various groups. 
See the Index to the Housing Indez- 
Digest of Dec. 15/31, 1936. A statis- 
tical analysis of shortage was printed 
in Building Supply News of August 
1933. 


D. Housing as a Problem of Govern- 
ment i 


The cost of bad housing has found 
many exponents—statesmen, medical 
men, and housing reformers. Among 
statistical studies made is that of the 
Boston City Planning Board in 1934, 
Report on the Income and Cost of Siz 
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Districts in Boston, 44 pagez, maps 
and tables, which is made the subject 
of an article in the Architectuzal Rec- 
ord of February 1935. For other ref- 
erences to the service cost of slums, 
see the Housing Index-Digest, no. 11/ 
12, 1936, the Index. The Housing 
Publicity Group of the Housirg Asso- 
ciation of Metropolitan Bozton in 
1936 issued two releases on this sub- 
ject in relation to health (its no. 27) 
and one in relation to tax revenue (its 
no. 7). Two Bulletins on this subject 
have been issued by PWA, viz. Kous- 
ing and Delinquency and Housing and 
Child Welfare, its Research Enllstins 
nos. 1 and 2 respectively, bota dated 
1936. Many years ago the ra~ages of 
overcrowded housing on humar life 
were called to the attention of au‘hor- 
ities first by the medical freternity 
(see Knopf, Journal Americar Medi- 
cal Assoc., Oct. 10, 1900). <n 1916 
James Ford compiled a biblicgraphy 
of tuberculosis in its relation to kouse 
infection and betterment (Amer. 
Journal of Public Health, Dec. issue) . 
Dr. Britten’s report, “Relat-on þe- 
tween Housing and Health,’ pub- 
lished in 1934 in Public Hea-th Re- 
ports, U.S. Public Health Serv ce vol. 
49, no. 2, has attracted wide at-ention. 
Dr. Winslow, professor of public 
health, Yale School of Medizin2, in 
the American Journal of Public 
Health of January 1937, sircngly 
urges specific coöperation tetveen 
health officers and housing euthori- 
ties. In the February 1937 sue of 
Alabama Social Welfare, an oficial 
journal published monthly >y the 
Alabama State Department o* Social 
Welfare, there is a statistical enalysis 
of health and housing condifiors in 
548 “aid-to-dependent-childre2 fami- 
lies.” 

It would be inadvisable to try to 
cover the subject of financing of pub- 
licly owned housing by a casual! list 
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of references. The subject warrants 
nothing less than a carefully compiled 
and annotated bibliography. A gen- 
eral reference is made to the chief or- 
gan of the Home Loan Bank Board— 
the Home Loan Bank Review—and 
to that cf the FHA, the Insured Mort- 
gage Portfolio. The acts under which 
public money is made available for 
housing were compiled by Elmer 
Lewis in 1935 and published as a 
document sold by the Government 
Printing Office. In this connection 
attention is directed to Price List No. 
72, edition 15, supplied without cost 
by the Superintendent of Documents, 
which contains references not only to 
publicat.ons of the HOLC, but also to 
speeches made in Congress on home 
owners’ Joans. In the matter of in- 
sured mortgages, the province of 
FHA, the hearings held in 1934 on the 
bill creating the FHA, viz., H. R. 9620, 
73d Congress, should be examined. 
Frederick M. Babcock, of the FHA, 
describes the risk rating system 
adopted by the FHA, in his article, 
“New Trends in Mortgage Apprais- 
als,” in the Architectural Record of 
May 1936. Of much interest, too, 
will be the article, “Government 
and the Changing Mortgage Struc- 
ture,” ky H. E. Hoagland, in the 
American Economic Review of June 
1936. 

The subjects of slum clearance, 
blighted areas, and to some extent 
demolition, were made the occasion of 
a specia. issue of the Housing Index- 
Digest of Dec. 15/31, 1936. By no 
means even a considerable fraction of 
the existing literature was covered in 
that issue. The National Association 
of Hous ng Officials in 1935 issued a 
monograph on Demolition of Unsafe 
and Insamtary Housing, its Publica- 
tion no. 38. 

Housing management has received 
more attention abroad than in the 
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United States. Outside of the well- 
known Rosahn monograph, attention 
is directed to Bleecker Marquette’s 
“How we Educate the Tenant” in the 
National Real Estate Journal of Oct. 
1916; Johanna Von Wagener’s Teach- 
ing the Tenant, published by the Na- 
tional Housing Association in 1911 as 
its Publication no. 8; and “Housing 
Management Policies,” an anonymous 
article in the Real Estate Record of 
July 20, 1935, pp. 11-23. The Hous- 
ing Publicity Group of the Housing 
Association of Metropolitan Boston in 
1936 published as its Release no. 16, 
The Management of Housing Proj- 
ects. Not without interest in this 
connection would be two articles hav- 
ing to do with tenant selection for 
government irrigation projects, both 
published in the Engineering News 
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Record in 1927, Aug. 25 and Sept. 22, 
respectively. 

The literature of zoning is compara- 
tively extensive. The first volume on 
the subject was that of F. B. Williams, 
The Law of City Planning and Zoning, 
which contained a bibliography. The 
May 1931 (Part ID) issue of Tue Ax- 
NALS of the American Academy of Po- 
litical and Social Science was devoted 
to “Zoning in the United States.” It 
is a volume of 230 pages, and contains 
a bibliography of 15 pages compiled 
by K. McNamara. A more recent 
volume is that of E. M. Bassett pub- 
lished in 1936 by the Russell Sage ` 
Foundation, also containing a bibli- 
ography. Mr. F. B. Williams has 
contributed Zoning Notes as a regular 
current feature in the American City 
since June 1923. 


Adelaide R. Hasse, Washington, D. C., is a bibli- 
ographer. She has served as bibliographer to the 
Institute of Economies, chief of indea division of the 
United States Daily, and lecturer at George Wash- 
ington University. She compiled the Bibliography 
of Explorations (1899), the Bibliography of Official 
Publications of Colonial New York (1903), and the 
Index to the United States Daily, Vols. 1 to 6 
(1926-1932). She is editor of “Bradford’s Journal 
1693,” “New York House Journal 1695,” “Index to 
Economic Material in U.S. State Documents” (14 
vols.), and the Housing Index-Digest; and compiles 
the Research Iabrary Abstracts for the WPA, issued 
fortnightly. 


Report of the Board of Directors of the American Academy of 
Political and Sccial Science for the Year 1936 


URING 1936 the work of the 
Academy has continued, with 
the year showing a gratifying gain in 
growth and in the interest shown by 
the public in what the Acadenry is do- 
ing. Meetings have been well at- 
tended and correspondence with mem- 
bers and friends throughout the United 
States and from many distan? coun- 
tries shows that the activities o? the 
Academy are widely known anc. deeply 
appreciated. 


AcaDEMY ACTIVITIES 


During the year there were held the 
folowing meetings: 


No. 
Sessions 
The Attammen. 
and Mainte 
nance of Worle 
Peace 
September 21. The World Scene 1 
November 16. Improved Person- 
nel in Govern- 
ment Service. . 2 


April 24-25. 


Other meetings are being >lanned 
for the near future. The Focty-first 
Annual Meeting will be held cn April 
16 and 17, 1937. While the zitle for 
that meeting has not yet been werded 
in final form, its tentative expression is 
“The United States and „Another 
World War.” 


PUBLICATIONS 


The six regular issues of THE ANNALS 
during the year 1936 have had the fol- 
lowing titles: 


January Government Finance in the 
Modern Economy 

March Problems of Organizzd Labor 

May The Constitution in the 20th 


Century 


The Attainment and Mainte- 
nance of World Peace 
September Railroads and Government 
November The American People— 
Studies in Population 


July 


Also during the year there has been 
published Monograph No. 2 in the 
Academy’s monograph series. This is 
entitled “The Negro as Capitalist” 
and was prepared by Dr. Abram L. 
Harris cf Howard University, Wash- 
ington, D. C., who was appointed 
Simon M. Patten Fellow of the Acad- 
emy in the year 1933. This mono- 
graph is the one referred to in the re- 
port of one year ago under another 
title. 

There have also been published in 
1936 tvo further numbers of our 
pamphlet series. These are short 
studies which have been issued in 
pamphlet form. The first one which 
appeared during the year and which 
is No. 3 in the series was written by the 
late Dr. J. M. Rubinow and is entitled 
‘Some Statistical Aspects of Marriage 
and Divorce.” Pamphlet No. 4, 
“Modernizing Our State Legislatures,” 
was written by Dr. A. E. Buck of the 
Institute of Public Administration. 
There has been a gratifying demand 
for these pamphlets which seems to in- 
dicate that their publication is meet- 
ing a very definite need. It is interest- 
ing to rotice that other manuscripts 
are from time to time submitted to us 
by authors or by their friends who feel 
that publication by the Academy will 
be an evidence of distinction. Previ- 
ous pamphlets in the series are still in 
demand 

It is a pleasure to record the extent 
to which the Academy is indebted to 
Dr. Thorsten Sellin, the Editor of Tar 
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ANNALS, who has also acted as Editor 
of the monographs and pamphlets, and 
to Dr. Donald Young, the Associate 
Editor of Tom Annas. Both of them 
have given in an unstinted way of their 
time and ability to maintain and even 
to improve the quality of our publica- 
tions. 


Fre.LowsHies 


Notice was made last year of the 
award during 1935 of two fellowships. 
One of these was awarded to Dr. 
Clarence Arthur Kulp, Professor of In- 
surance at the University of Pennsyl- 
vania. Because of the pressure of his 
other duties, Dr. Kulp offered to re- 
linquish this fellowship and there was 
no one else appointed in his place. 
The other award in 1935 was to Dr. 
Caroline Whitney, who has been pur- 
suing her studies with the aid of the 
funds awarded her, and we anticipate 
the early receipt of her manuscript. 

Only one award was made during 
the year 1936. It was to Donald E. 
Webster of Ohio State University. 
He has undertaken an inquiry into 
“The Social Effects of the Turkish 
Revolution” and is now in Turkey, 
carrying on his investigations. He 
received an award of $2,000 as the 
James-Rowe Fellowship. 

During the year a communication 
was received from the Hon. Sol Bloom 
of the House of Representatives, who 
wrote as Director General of the 
United States Constitution Sesquicen- 
tennial Commission to lay before us a 
proposal that the Academy should 
join in the celebration in 1937 of the 
150th anniversary of the formation of 
the United States Constitution. Dr. 
James T. Young, the Hon. Clinton 
Rogers Woodruff, and Dr. Victor Rose- 
water have agreed to serve as a com- 
mittee to consider ways by which the 
request of Representative Bloom can 
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best be met. They are formulating 
plans with a view to having the Acad- 
emy participate in this celebration in 
a dignified and distinctive way, and it 
is hoped that in the near future an 
announcement can be made in final 
form of the proposal that they have in 
mind. 

Hearty thanks are due from the 
Academy to this committee for the 
time and effort they have given to the 
consideration of the proposals which 
they are formulating, and also to the 
Fellowship Committee composed of 
Dr. Thorsten Sellin, the Hon. Roland 
S. Morris, and Dr. Joseph H. Willits, 
who have continued the service which 
they have for several years rendered 
as a committee on fellowships. 


MEMBERSHIP 


It seems clear that the Academy has 
now definitely passed through the de- 
pression period and it is gratifying to 
report a continued growth in member- 
ship. During the year 1936 there were 
1,480 additions to members and sub- 
scribers. During the same period 
there was a loss of 69 members by 
death. There were also a number of 
resignations, and others were dropped 
from the rolls for failure to maintain 
their dues. The result is a net gain 
for the year of 438 members and sub- 
scribers. The total as of December 
31, 1936, is 8,686, as compared with 
8,248 on December 31, 1935. 


FINANCES 


The accounts of the Academy have 
again been audited by Edward P. 
Moxey & Company and their state- 
ment is attached hereto. Receipts 
have been well maintained. There 
has been some decline on the yield on 
investments due to the refunding of 
many bond issues at lower rates. The 
activities of the Academy have in- 


236 


creased rather than diminish=d and 
have resulted in somewhat lerger 
outlays than for several previous 
years. 

There are a number of friends of the 
Academy who from year to yeer assist 
in our work by contributing especially 
to defray the expenses of our Annual 
Meeting. The amount thus received 
in 1936 was $1,086.00, and we Gasire to 
express our appreciation to tae con- 
siderable number of persons who aave 
contributed to this fund. 

Only those who are in close touch 
with the routine work of the Academy 
are conscious of the extent tc which 
the Academy depends upon thezegular 
and faithful work of the office szaff and 
upon the able direction of them by 
Miss Anne Elderton who as Eus:ness 
Manager is in charge of all kus.ness 
matters. It would be ungrateful not 
to record our appreciation of the 
service which all of the staff are render- 
ing. 

There follows the annual re>ort on 
finances as audited by Edvard P. 
Moxey & Company: 


EDWARD P. MOXEY & CO. 
Certified Public Accountaris 
[Pennsylvania] ° 
Morris Building 
1421 Chestnut Street, Philadelphia. 


THE ANNALE OF THE AM@RICAN ACADEMY 


January 11, 1987. 


CHARLES J. RHOADS, ESQ., Treasurer, Amer- 
ican Academy of Political & Social 
Science, Philadelphia, Penna. 


Dear Sir: 


We herewith report that we have au- 
dited the books and accounts of the 
American Academy of Political & Social 
Science for its fiscal year ended December 
31, 1936. 

We have prepared and submit herewith 
Statement of Receipts and Disburse- 
ments for the year ended December 31, 
1936. 

The Receipts from all sources were veri- 
fied by a comparison of the entries: for 
same appearing in the Treasurers Cash 
Book with the records of Bank Deposits 
and were found to be in accord there- 
with. 

The Disbursements, as shown by the 
Cash Book, were supported by the proper 
vouchers in the form of cancelled’ paid 
checks or receipts for moneys expended. 
These were examined by us and con- 
firmed the correctness of the payments 
made. 

As the result of our audit and examina- 
tion, made in the manner above indicated, 
we certify that, in our opinion, the ac- 
companying statement sets forth the re- 
sults of its operating activities for the 
period under review. 

Yours respectfully, 
(Signed) Epwarp P. Moxey & Co. 
Certified Public Accountants. 
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STATEMENT oF RECEIPTS AND DISBURSEMENTS FOR FiscaL YEAR Enpev DECEMBER 31, 1986 


Cash on Hand January 1, 1986 ...cccceccveees AA EEE E i 
Receipts 
Members’ Dues ........ FE es EA ei accel dete edie .. $27,716.79 
Lile Membership 2068’ 4 <0ascssais entri i64594 ees dwe wee ES 100.00 
Special Donations ..... E NET ve E EE AAE uaa 2 1,086.00 
Subscriptions: 
Individual ...........6. P E AE E E E A $ 138.42 
Libraries ......... EE E EE ee AEEA ETA 2,258.67 
Arent osas tec ius ee aae e aie a wien ENEA 7,763.72 10,160.81 
BOS: EEE aces E EE AAA ES EEE eee EE E E Sire 6,103.56 
Interest on Investments and Bank Deposits a E E EAA EA 8,729.28 
Proceeds from Sale of Securities .........souesoaennrucrrrnnrrenseoo 24,614.22 
Royal lies Received os os cieesscs eke wee AEA ea cs ae sae ee 180.97 
Advertising ........ ee ee ee ee re ee ea re eee er eer rar 1,603.09 
Disbursements 
Office Expense .......... ME seer ae eeu TE eu eae ats Seamus $5,388.83 
Philadelphia Meetings ............eeeecees PE eee eer ee sar 5,956.54 
Publicity Expense ......0cc.ccececccucecceeers ee On Pere 6,384.23 
Publication of Annals and Special Publications ¢i¢.i43¢ yntawesstes reati 27,078.52 
Membership Records ...........ececeece- seers Ee eee eee 5,164.03 
Sale of Annals .............0000 PNE EP TA A EE ETE PT 1,160.04 
Sale of Special Publications ...............6: re re ert ar 896.83 
Broadcasting .......suaseneosossescsocessro EEEE rer T E 2,991.51 
Securities Purchased ......0.cceeeeccceucsuces Peer oe ore 26,040.70 
Interest on Securities Purchased ...........0000- copes sue euee Cian 141.62 
Discount, Collection and Exchange ............ E Mitel barns wore 9.81 
Honorarium—-Thorsten Sellin ............000- T E uae 1,200.00 
Fellowship—Dr. Caroline Whitney ........... E EE EEEE T 1,333.32 
Fellowship—Donald C. Webster ............ COREE asa a are aces at 1,000.00 
Cash Balance December 31, 1986 ...ccccccccecvccceaccvencecsees 


Cash on Deposit in Banks .............00005 EET Teena $15,552.94 
Petty Cash. Fund s¢asesescysaresesneeeon OEE ATE AE 400.00 
; $15,952.94 


$ 21,004.20 


79,694.72 


$100,698.92 


84,745.98 
$ 15,952.94 


Book Department 


Forp, James, et al. Slums and Joesing. 
2 vols. Cambridge, Mass.: Harvard 
Jniversity Press, 1936. $10.00 


Probably one of the best of recenz dis- 
cussions on slums and housing is cantained 
in these two volumes. Basing th-ir work 
upon an extensive study of New York City 
conditions, the authors have avo~led the 
insular viewpoint and have so trea~ed their 
subject that their findings in gensra_ and 
their analyses and deductions apply to any 
American city where age, changirg types, 
and neglected management have produced 
slum areas. 

Both Dr. Ford and Mr. Thompson came 
to their problem exceedingly well equ pped 
wizh both technical knowledge an1 experi- 
enze. Their treatment is proof o” the 
value of background so sadly lazking in 
many recent treatises on housing problems 
and programs. 

A history of housing in New York City 
is presented, and there is evidenze >f an 
eacly awareness of a housing prob2m. As 
should be expected, the first Incentive to 
a ñousing consciousness arose from faulty 
planning for and practice of munscipal 
sanitation. Before the middle of -he nine- 
teenth century attention was focu-ed upon 
living conditions as they were associated 
with dwelling units. Demands w-re made 
to prohibit cellar living, to impro+e venti- 
lation in dwellings, to demolisE unsafe 
buildings, and to supplement private build- 
inz by the erection of new houses of higher 
standards by philanthropists. Later in 
the century came the demand fer public 
control of tenements, which led up to the 
then monumental work of Robext ceFor- 
es: and Lawrence Veiller. 

A chapter on “The Enlarging Canc2pt of 
Housing” brings up to date this xistorical 
discussion, while a further chapte: ertitled 
“Has There Been Progress?” close: the first 
pert of this study. The authors soit out 
the difficulty in showing any corsiderable 
ccntrast between early housing srablems 
in New York and those present taday, be- 
cause conditions are so changed. During 
the past two generations, however, the 


forces of science and education, and the 
growing r2cognition of social and economic 
factors in housing have combined to pro- 
duce rea. progress. The goal of good 
housing, notwithstanding this progress, 
lies a long way ahead. 

The reader will be impressed, I believe, 
with the generous recognition of contribu- 
tions already made toward better housing, 


` and the utter absence of critical abuse of 


leaders of earlier times who, lacking scien- 
tific aids of today, did not emphasize pro- 
grams wich even now are far in advance 
of public support or possible present at- 
tainment. 

In Par: II the authors have assembled 
comprehensive material which compares 
New Yorz housing with that of other cities 
in the Urited States. Here they treat the 
backgrouad of urban housing with especial 
reference to racial and population factors 
and to the problem of quasi-family groups, 
and comment upon crime, morbidity, and 
other antisocial states associated with bad 
living conditions. This is ground covered 
in part by other writers in recent but less 
comprehensive publications. It is fol- 
lowed by a carefully analyzed program for 
slum prevention and for slum area reha- 
bilitation and elimination. It is in these 
later discussions that the major construc- 
tive housing programs are treated, lead- 
ing the reader to consider practices of 
demoliticn, land acquisition, Federal hous- 
ing, and other phases of present-day pro- 
grams. 

In an extensive appendix, Mr. Stokes 
deals with the architectural problems of 
housing .ow-wage earners in New York. 
Numerocs illustrations show existing floor 
and block plans and a diversity of sug- 
gested p:ans. These convey a more def- 
inite pic-ure of New York housing than 
could be given in volumes of descriptive 
matter. The concise descriptions supple- 
menting zhe illustrations make Mr. Stokes’ 
study ccmprehensive. Like so many of 
today’s writers on the subject of housing, 
however, he cannot resist the impulse to 
present € program for solving the problem 
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savoring of government subsidies for dwell- 
ing construction. 
Bernard J. NEWMAN 
Philadelphia Housing Association 


Bemis, ArseRT FAaRwELL. The Evolving 
House: Rational Design. Pp. xxii, 625. 
Cambridge, Mass.: The Technology 
Press, 1936. $4.00. 


In this third of a series of volumes on 
“The Evolving House,” the author de- 
clares that the “rational development for 
the house implies mass production and 
must move along the lines of a practical 
reorganization of the [dwelling-house] in- 
dustry.” This, he asserts, can come only 
through “a new conception of structural 
design” which permits “mass production, 
speedy assembly, scientific and social ef- 
ficiency, and facile marketing.” The au- 
thor devotes the major part of his de- 
scription of the problem to this theme, 
emphasizing the need for it rather than for 
new structures or materials for construc- 
tion. By it he expects to obtain “mass pro- 
duction, convenient transport, and ready 
assembly, at a reasonable cost.” 

Mr. Bemis recognizes that definite prog- 
ress toward mass construction has already 
been made in steel fabricated parts, con- 
crete blocks, stock sizes of millwork, and 
like products. These, however, are all in- 
complete fabrications in so far as housing 
is concerned. The mass production proc- 
esses do not go far enough to provide the 
economies which the latter form of opera- 
tion is expected to effect. Present prac- 
tices, notwithstanding their initial con- 
tribution toward mass production, require 
extensive labor in rehandling and fitting 
in a multitude of operations at the site. 
Hence they fall far short of requirements 
for lowered construction costs. The goal, 
he alleges, is not in the production of a 
finished house to be transported to the site, 
but rather in the production of standard- 
ized members which may be adapted to 
any type of construction and suit a variety 
of architectural designs. 

In his treatment of this objective the 
author discusses “standardizing the house 
parts,” and develops what he delights to 
call “cubical modular design.” He out- 
lines the significance of the cubicle modu- 
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lar method and the purposes and uses to 
which he intends to apply his patents taken 
out in this and other countries. The con- 
clusion of this portion of the volume is a 
series of appendices dealing with the pre- 
dominance of rectangular housing types in 
the United States, “the comparative cost 
of inclined and flat roofs,” and “new open- 
ings of various sizes and their relation to 
symmetry in modular walls.” 

In the second half of the volume, in a 
treatise almost as lengthy as that which 
Mr. Bemis gives to “rational design,” John 
Burchard, 2nd, presents the results of a 
“Survey of Efforts to Modernize Housing 
Structure.” Here Mr. Burchard presents, 
in 250 pages of illustrations and descrip- 
tion, the various patented processes of 
dwelling-house construction, and adds his 
own pertinent comments as to whether or 
not they are practical. 

Appended to this report is a question- 
naire incorporating the salient points which 
sponsors of new construction methods 
should be able to answer about their sys- 
tems. Mr. Burchard also supplies the re- 
quired answers, trusting the sponsors to be 
honest with themselves and with their pub- 
lic. For most proponents of prefabricated 
houses or specially processed construction, 
the questionnaire will prove a considerable 
strain; but it is well conceived and should 
provide a preconstruction test of the suita- 
bility and the economy of whatever new 
method of construction such proponents 
advance. 

The presentations of both Mr. Bemis 
and Mr. Burchard are challenging in their 
conception and stimulating in their com- 
ments. The death of Mr. Bemis shortly 
after the completion of this volume is a 
great loss. He had virtually completed 
the development of his theory and was 
about to initiate projects to show its prac- 
tical value. 

Barnard J. NEWMAN 

Philadelphia Housing Association 


Assort, Eniru. The Tenements of Chi- 
cago, 1908-1935. Pp. xxii, 505. Chi- 
cago: University of Chicago Press, 1936. 
$5.00. 


For a period of approximately twenty- 
five years, the members of the faculty and 
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groups of graduate students in tke £chool 
af Social Service Administration ofthe Uni- 
versity of Chicago have carried oa studies 
of the tenement areas of the aty. Turing 
these studies, 151 city blocks im widely 
separated neighborhoods were co=ered by 
the method of house-to-house canvassing, 
and 18,225 apartments or one-family dwell- 
ings were visited. The results of these in- 
vestigations, together with a numter of 
special studies, are presented in ĉhis vol- 
ume. Itis a thorough piece of wark. real- 
istic and factual. It is not merely de- 
scriptive, but presents and interzrets the 
facts In the light of much knowled ze c city 
conditions. It is significant that the study 
does not confirm the theory of city growth 
advanced by the Sociology Depar:m=nt of 
the University of Chicago, namzly. that 
the general pattern is one of concentric 
zones. This hypothesis it charac-erizes as 
“purely theoretical and not realiste,” The 
reviewer has found that the theor- was un- 
tenable in regard to other cities be has 
studied, and he has long suspected that it 
did not apply to the case of Chicego :tself, 

The tenement areas of Chicegc, like 
those elsewhere, have an air o general 
neglect—“neglect by the landlorc, reglect 
by the tenant, neglect by the cit>.” It is 
the usual story, copiously illustrated :n this 
volume, of land overcrowding, dilepication, 
lack of conveniences, dark anc gisomy 
rooms, dingy, untidy streets, anc. foul al- 
leys. As in New York, the typfal lot is 
25 by 100 or 125 feet, but the dui dings, 
unlike the tenements of the first- cit, are 
~ mainly frame structures only twe or three 
-storiés high. While lot overcrowCing is not 
so great in Chicago, room overcrowding is 
equally severe. 

The volume under review cortains ex- 
cellent material on immigrant li and on 
the problem of Negro housing. ‘Fhe :mmi- 
arants have Jong been the most aurzerous 
of the tenement groufs. This very fact is 
an important reason why practic_lly noth- 
ing has been done to improve hotsing con- 
ditions, for as Jane Addams once zemarked, 
the conscience of America has nct keen so 
2asily aroused when the victims œ intolera- 
ble conditions are foreign-born. It is the 
most recent arrivals that are mcst ex- 
ploited. The Negroes likewise: fece an 
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ecute problem. They invariably pay 
higher rents and receive disproportionately 
smaller returns; they also suffer greater 
segregation, which is synonymous with dis- 
crimination. Among the areas studied, 
only in those given over to furnished rooms 
do the native whites predominate. 

What little improvement has taken place 
in the Chicago tenement sections has been 
due, the study finds, to such indirect causes 
as the substitution of automobiles for horse- 
drawn vehicles, with the resulting improve- 
ment in the sanitary condition of streets 
and alleys; to the improvements which me- 
chanical invention has brought to the mod- 
ern home—the use of gas, electric lights, 
better plumbing, central heat, and other 
conveniences; to the opening of more and 
better parks and playgrounds; and to the 
decline of immigration. Tenement house 
-egislation and enforcement have practi- 
cally failed. They do not touch the root 
difficulty of the poverty of the people and 
the high cost of adequate housing. The 
only solution of the housing problem for 
the great mass of city wage earners, the 
author believes, lies in public housing on a 
large scale. With this conclusion, housing 
experts generally would agree. 

Maorics R, Davis 

Yale University 


Gricer, Grorce Rarmonp. The Theory 
of the Land Question. Pp. 237. New 
York: Macmillan Co., 1936. $2.00. 


The Theory of the Land Question is a 
lucid and vigorous reiteration of the Ricar- 
dian theory of rent, together with a con- 
vineing exposition of the social implication 
of its private appropriation. There is 
nothing that is essentially new in this ex- 
position. The author disclaims originality 
of either thought or interpretation. But 
he deplores the extent to which many 
present-day economists have ignored and 
even denied the fundamental differences 
between capital and land, and criticizes 
their endeavor to reconcile these economic 
concepts with current popular usage. It is 
largely because of the frequent distortions 
of the classical economic theory of rent that 
he considers it both timely and appropriate 
to restate certain elementary economic 
truths. 
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Accepting the Ricardian interpretation 
that rent is a differential surplus, the author 
reviews the long controversies that have 
been waged as to whether land is price- 
determining or price-determined. He ar- 
gues, with considerable force and convic- 
tion, that land is a passive and not an active 
factor in the mechanics of distribution, and 
that rent represents Income arising from 
obligation rather than from production. 
Moreover, he restates critically the time- 
worn arguments that have been advanced 
to differentiate land from capital. “Land 
is not product, but possibility, opportunity 
instead of achievement. It is the founda- 
tion and not the result of human energy” 
(p. 80). 

Most economists would no doubt accept 
these broad generalizations, but according 
to Geiger they are reluctant to acknowledge 
their social implications. Yet in his treat- 
ment of the historical aspects of the land 
question he shows that civilizations have 
decayed because land monopoly has made 
for economic exploitation, whether under 
institutions of slavery, serfdom, or “con- 
temporary industrial peonage.” Capital- 
ism, as such, is but a derivative phenome- 
non, growing out of private ownership of 
land. 

If, therefore, civilization is to survive 
and progress, private appropriation of eco- 
nomic rent must be abolished, according 
to the author. This objective may be 
achieved by the socialization of land rent 
through taxation. 

The concluding chapter, dealing with the 
practical solution to the problem of private 
property in land through taxation, is per- 
haps the least convincing. At times it re- 
veals a certain confusion of thought. 
Thus, the author maintains that for land 
to be free, it must be available at a low 
price and the economic rent must be taxed 
away. Why, one may inquire, would land 
sell at any price if the full economic rent 
were absorbed by taxation? 

Moreover, the author speaks of a tax on 
land rent, land value taxation, and a tax 
on ground values, as though these were all 
interchangeable expressions. But if the 
exchange value of land, representing the 
capitalized economic rent, is destroyed as 
a result of the socialization of this rent 
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through taxation, how is it possible to have 
land value taxation? How can one extract 
taxes from theoretically nonexistent land 
values? 

It is regrettable that the author has given 
no real consideration to the practical diff- 
culties in measuring economic rent. He 
believes that the value of land can be 
ascertained with relative ease. He is 
seemingly unaware of the many obstacles 
to determining the extent of economic rent 
yielded by numerous urban sites which 
represent either perpetual corporate hold- 
ings or trust estates. One may indeed sub- 
scribe whole-heartedly to The Theory of 
the Land Question and still entertains seri- 
ous doubts as to its practical application 
with the comparative ease proclaimed by 
many of its advocates. 

Kart ScHOouz 


University of Pennsylvania 


CHASE, Stuart. Rich Land, Poor Land. 
Pp. x, 361. New York: Whittlesey 
House, McGraw-Hill Book Co., 1936. 
$2.50. 


To a long list of books and pamphlets on 


_ conservation, Mr. Chase adds, in Rich 


Land, Poor Land, what is probably the 
most striking and dramatic of them all. 
He calls it “A Study of Waste in the Nat- 
ural Resources of America.” To this he 
adds suggestions as to rehabilitation and 
examples of what has been done to bring 
baek our country to a “balanced” condi- 
tion. It is hardly a scientific “study,” as 
suggested in his subtitle, but rather a win- 
nowing of a great deal of published mate- 
rial (plus some field observation) and a 
clever and enticing presentation of some of 
the most vital problems that face the people 
of America. 

The book is divided into nineteen chap- 
ters. In the first thirteen the author points 
out and describes the rich heritage of our 
country and then,proceeds to show how 
that heritage has been foolishly wasted or 
wantonly destroyed. “The North Amer- 
ican continent before the coming of the 
white man was rich with growing things, 
incredibly beautiful to look upon, wild and 
tempestuous in its storms and climatic 
changes and perhaps the most bountifully 
endowed by nature of all the world’s conti- 
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nents. Forest, grasses and wild 3fe were 
at the maximum limit of their vitality; 
deserts and barren places were at a mini- 
mum.” 

The author paints a realistic but un- 
pleasant word picture of the impoverish- 
ment and removal of the soil; of the ex- 
travagant cutting of our forests and the 
careless methods which have allowed large 
amounts to be destroyed by fire of the 
plowing and over-pasturing of oar grass 
lands which has led to gullying aad wind 
erosion; of the conditions in the streams 
as a result of the removal of vegetation 
and the actual pollution of the water which 
is destroying life and making the streams 
“watery deserts”; of the wholesa& killing 
of wild life which has led to the extinction 
of some species and has reduced mary al- 
most to oblivion; of the stripping anc rob- 
bing of the earth of its mineral trezsures. 

In the last seven chapters the aathor 
makes suggestions as to what he beieves 
is necessary for conservation and renabilita- 
tion, and develops at considerabl> length 
what has been and is being done. 

It would seem that the author believes 
it his mission to dramatize the sitratinn in 
order to arouse a people to a sens cf the 
danger which awaits if old metEod3 are 
continued. The method of pres=ntation 
sometimes tends towards exaggera-ion and 
overemphasis, but on the other nard, it 
compels the reader to continue :n 2ager 
anticipation, and he is not disappointed. 
Mr. Chase is to be commended for “his very 
timely, very interesting, and very valuable 
book. 

Frank E. Wiarams 


University of Pennsylvania 


Cuen Han-Senc. Landlord and Peasant 
in China. Pp. xvii, 144. Nee York: 
International Publishers, 1936. $2.00. 


This book deals with the Province of 
Kwangtung, located ig South Chha, with 
Canton as the capital city. The material 
on which the book is based was. sezured 
through surveys and corresponderce. All 
general statements for the Prov-nce are, 
therefore, estimates. 

The book is not easy to read, because it 
deals with an accumulation of detsils from 
small areas, and describes conditions un- 
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familiar to the Western World. Further- 
more, the author sometimes gives way to 
emotional expressions which are meaning- 
less withcut basis of comparison. Never- 
theless, this is a valuable book, because it 
fives quantitative sample data for a region 
for which census data do not exist. 

Some of the interesting facts in the book 
are the fallowing: About 60 per’cent of the 
land is cultivated by tenants. Half of the 
peasants own no land. Others own part 
and lease part of the land they cultivate. 
Seven twelfths of the leased land is owned 
ky public agencies or corporations, of which 
about 9€ per cent is clan land. Five 
twelfths of the leased land is owned by 
grain merchants, grocers, pawnbrokers, 
warlords, and other individuals. 

Since 8) per cent of the people are mem- 
bers of the clans and benefit from the in- 
come of she clans, tenants on clan lands 
may have something in common with 
tenants leasing from relatives in the United 
States; yet the author is pessimistic on this 
point because of the presence of graft in 
the manazement of clan revenues. 

The rent collected by the clans of 
Kwangtung amounts to thirty times the 
revenues “rom the annual land tax. Leases 
are for varying terms, from one to ten 
years. Clan leases are written. Oral 
agreemen:s are common among private 
landlords. By custom, a tenant may re- 


‘rain indefinitely if he pays the rent. The 


payment of rent in kind is most prevalent. 
This may be a fixed amount of grain, or it 
may be a share of the crop. In any case, 
cwing to the extreme land hunger in China, 
iz is sure to be high—often amounting to 
60 per cent of the crop. On land used for 
cotton, fruit, vegetables, and other cash 
crops, the rent is usually paid in cash. 

Ti is a common practice for the clans and 
cther large Jandowners to Jet the land in 
large blocks to agencies, which sublet to 
cthers. There may be two or three in- 
termediary leases before getting down to 
the actua_ cultivator of the soil. The rent 
paid by the tiller of the soil may be twice 
that received by the clan. 

With aJ the land hunger in South China, 
Isss than one sixth of the land is under cul- 
tivation. Most of the plateau land and 
the low, but not steep, hills are uneulti- 
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vated. The rich alluvial lands, however, 
constitute the basis of the most imten- 
sive agriculture in the world, with three 
crops taken from the same land in one 
year. 
Henry C. TAYLOR 
Chicago Farm Foundation 


Tart, Donato R. Human Migration. 
Pp. xxiii, 590. New York: Ronald 
Press, 1936. $4.00. 


Professor Taft states that this book “at- 
tempts to treat the international aspects of 
human migration objectively.” He has 
succeeded in his attempt. 

The scheme and plan of the book is that 
of the conventional textbook, and we may 
add, so is the presentation of the material. 
There are twenty-three chapters dealing 
with such varied phases of migration as his- 
tory, background, effects, regulation, con- 
trol, administrative policies governing, and 
altitudes toward migration. The author 
attempts to present the general sociological 
- significance of the migrant from the point 
of view of the emigrant as well as the im- 
migrant country. The bases of current 
immigration legislation are examined care- 
fully, and since the book is addressed pri- 
marily to American students, most of the 
material deals with problems and effects 
and implications of immigration to this 
country, whether European or Oriental. 
Discussing the growth of population, the 
author tells us that the “population which 
is considered best” is the population which 
makes possible “the largest per capita 
wealth production, regardless of how the 
wealth is shared among individual mem- 
bers of the group and regardless of how 
meager the less material satisfactions may 
be.” Of course this is the purely economic 
test, as he points out later on, but the im- 
pression is left with one that while it would 
be desirable to give the individual welfare 
more consideration, the author does not 
regard the ethical or welfare implication of 
“best population” as particularly impor- 
tant. Many of the chapters have well 
selected bibliographies. This should be a 
good text in this field, although the style 
will hardly appeal to students. 

J. P. SHALLOO 

University of Pennsylvania 


243 


Auten, James S. The Negro Question in 
the United States. Pp. 224. New 
York: International Publishers, 1936. 
$2.00. 

The thesis of this book is simply stated. 
More American Negroes live in 189 con- 
tiguous counties of the South (in which 
Negroes form more than 50 per cent of the 
total population) and in the 288 counties 
which border this core (where the Negroes 
constitute more than 30 per cent of the 
inhabitants) than in the remainder of the 
country. The “area of continuous Negro 
majority” is termed the Black Belt; the 
surrounding region is called the Border 
Territory. It is here that the plantation 
system has perpetuated the essential evils 
of chattel slavery in sharecropping and 


‘tenant farming; and it is in this region that 


a predicted revolution of workers and 
peasants is held destined to set up an 
autonomous Black Republic. Many other 
matters are considered in developing this 
thesis: the rise and present socio-economic 
position of the Negro middle class, the rela- 
tionship between Negroes and whites in the 
labor movement, the subordination of the 
present-day South to the centers of finance 
in the North, and the like. But, in es- 
sence, the thesis as outlined is the signifi- 
cant core of the book. 

Extended research would be needed to 
permit adequate comment on the author’s 
factual data regarding the Black Belt. 
H&wever, even according to his own cal- 
culations, the percentage of Negro popula- 
tion found there is but 50.3, giving a “ma- 
jority” of .3 per cent for the area as a whole; 
while in his sub-areas I, II, and VI (p. 16), 
the Negroes are in the minority, with per- 
centages of 43.7, 43.0, and 48.1 respectively. 
Such proportions vitiate the hypothesis of 
the desirability and mevitability of the 
“Black Republic” which is to function in 
this Black Belt, by causing the postulate 
to be based on figares which of themselves 
give anything but an adequate foundation 
for the superstructure. 

And this superstructure is itself flimsy 
enough, for it is weak at a point where 
weakness is fatal to any program of action 
—its psychological appeal. Nothing could 
be better calculated to make Negroes in- 
hospitable to it than the implied doctrine 
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of segregation inherent in the term “Back 
Republic.” This is especially unforturate, 
since a careful reading of Mr. Allen’s dis- 
cussion (especially on pp. 181 and I88) 
mzkes it patent that to him the designation 
“Black Republic” merely means a rezion 
where political as well as economie oppor- 
tunity is to be extended to all, so that the 
Negroes will have their share of pvblic 
office and enjoy representation in the afairs 
of their “Republic” according to their pro- 
portion of the population as a whole 

The book is an interesting example of 
doztrinaire argumentation, especially’ in the 
menner of its appeal to authority quoted 
frem approved Communist sources. Y2t it 
represents a serious effort to solve the 
Negro problem, and, if the discuss-ons of 
the Black Belt and the Black Republic are 
placed in proper perspective, there is much 
of shrewd observation and often jast fed 
comment upon the present status of the 
Negro that will reward the patient reader. 

Menyvinur J. Hersxcvi-s 
Northwestern University 


Harris, ABRAM L. The Negro as Captal- 
ist. Pp. xii, 205. Philadelphia: Amer- 
ican Academy of Political and Social 
Science, 1936. $3.00. 


Although this book deals primari:y with 
Negro banking, “the organization and fail- 
ure of banking among Negroes is pert and 
parcel of the historic effort of the məmbers 
of the Negro upper class to emulate within 
their circumscribed existence the economic 
habits, the social values and the business 
ideals that dominate the surroundinz white 
world” (p. 177). The discussion tkerefore 
cannot (and perhaps should not) break 
away from the larger problem of tae eco- 
ncmic status of the Negro in the United 
States. 

Purely Negro banking began im 1888, 
and by 1929 there were in the Unitec. Slates 
twenty-one Negro bankeewith aggregate re- 
sources of eleven million dollars. Today 
the importance of Negro banks in th= finan- 
cial system is very much less, since the 
habit of failure seems ineradicable. 

To some extent the sad record cf these 
banks is due to the fact that most af them 
were small institutions, and Negroes are no 
more able than whites to earn satisfactory 
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profits thrcugh the operation of very small 
banks on sound principles. But even 
among smell banks, the Negro institutions 
were handicapped by the fact that the 
average size of deposits was unusually 
small, In the Brown and Stevens Bank 
in Philadelohia, one third of the depositors 
had claims of less than $3 each, while in 
the case of the Metropolitan Bank at New- 
part News. less than a quarter of the ac- 
counts had balances of more than $50. 
These figures testify eloquently to the high 
cost of operating Negro banks. 

On the other side of the picture, the 
Negro bank was at a disadvantage, relative 
to its white competitor, in its effort to find 
good loans. The average Negro business 
man operazes a very small enterprise. His 
capital is small and his credit standing is 
low—so that there are few sound outlets for 
funds in kis direction. Normally, white 
enterprises do not borrow from Negro 
banks, so that the latter have usually used 
most of their funds to finance real estate 
transactiors—a risky business for any com- 
mercial bank, but one that is almost sui- 
cidal when it is remembered that the mar- 
ket for Negro real estate declines during a 
depression more rapidly than that for any 
other kind of real estate. 

Nor car Negro management be fully 
acquitted of responsibility for the record 
of failure. All types of bankers are found 
in this book, for Dr. Harris has surveyed 
the field admirably. They range from 
shrewd “buccaneers of finance” down to 
néive officers who scarcely realized what 
they were doing—but there are very few 
careful and wise bankers in the gallery; 
and even fewer that added to those vir- 
tues an insistence upon accurate and com- 
prehensive accounting records. 

What cf the future? The march of 
events, so admirably portrayed by the au- 
thor, indicates little possibility of inde- 
pendent Negro banks in the future. Prob- 
ably there will be Negro-staffed branches 
of white banks (as there are Chinese- 
staffed branches in San Francisco today); 
and from ihe angle of an efficient banking 
system, that is all to the good. On the 
wider problem of the future of the Negro 
middle class, and on that of the economic 
status of zhe Negro, the volume seems to 
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end on a question mark—-and leaves this 
reviewer hoping that Dr. Harris will con- 
tinue his labors in finding a solution. This 
little study certainly encourages us to look 
forward to the next. 

F. CYR JAMES 


University of Pennsylvania 


Jenness, Mary. Twelve Negro Ameri- 
cans. Pp. x, 180. New York: Friend- 
ship Press, 1936. $1.00. 

CUTHBERT, Marion. We Sing America. 
Pp. viii, 117. New York: Friendship 
Press, 1936. $1.00. 

Brown, Ina Corne. The Story of the 
American Negro. Pp. xiii, 208. New 
York: Friendship Press, 1936. $1.00. 

JOHNSON, CHARLES S. A Preface to Ra- 
cial Understanding. Pp. ix, 206. New 
York: Friendship Press, 1936. $1.00. 


These four little books from the Friend- 
ship Press represent a venture in the pro- 
motion of better understanding between 
whites and Negroes in the United States. 
The books are brief, written in simple lan- 
guage, and are for the most part of high 
quality. 

Twelve Negro Americans tells the story, 
not of the better known figures like Booker 
T. Washington and W. E. B. DuBois, but 
of the more ordinary Negro personalities 
who have made good in their chosen 
spheres. 

Miss Jenness has done a fair job in these 
brief biographies. She has, however, 
spread on sentiment and inspiration with 
a rather heavy hand, and occasionally she 
has overstated the case, as, for example, 
when she tells us that Fisk University now 
has “thousands of students.” 

Miss Cuthbert’s We Sing America is a 
book for children under twelve. Under 
such headings as “Introducing Negro 
Americans,” “Struggling for Freedom,” 
“Working in the Country,” “Making Mu- 
sic,” and so forth, the author introduces a 
sizable body of history, biography, theory, 
and precept in the field of Negro-white re- 
lations. Unusual for a child’s book, this 
one does not hesitate to discuss unpleasant 
and controversial matters. In the chapter 
on country life, for example, we find a 
sketch of tenant family life, complaints 
from sharecropper and tenant, and a sug- 
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gestion of sharecroppers’ unions as a solu- 
tion of the problem. The book is aimed at 
the white child’s conscience, but unfortu- 
nately it will probably have its largest cir- 
culation among people who need it least. 

Miss Brown’s contribution, The Story of 
the American Negro, is a remarkably con- 
cise and authoritative summary of the 
subject. Her experience in interracial 
work and her training in social anthropol- 
ogy have combined to give her a well- 
balanced point of view: Her aim has not 
been to discuss the race problem as such, 
but to tell the story of the Negro and his 
adjustment and contribution to American 
life. There is a “Postcript for White 
Americans,” but it is brief and dignified. 
Miss Brown devotes the major portion of 
her book to the slave trade, African cul- 
ture, slave life, and the struggle for ad- 
justment after the Civil War; but the last 
three chapters, “Facing the Color Line,” 
“The Black Man’s Burden,” and “Brown 
America,” are especially good. Chapters 
are divided into appropriate subtopics for 
easy reading. Footnotes, comments on 
sources, and a well-selected bibliography 
are found at the end of the book. The 
Story of the American Negro is a model for 
short histories of this kind, and it deserves 
a wide use not only by religious and inter- 
racial groups but also by high school and 
college students. In so far as books can 
shape desirable mterracial attitudes, a 
scholarly, dignified work of this sort prob- 
ably goes farther in the long run than the 
gushy sentimentalism which so frequently 
marks the promotional efforts of religious 
organizations. 

Charles S. Johnson, in A Preface to Ra- 
cial Understanding, continues his usual 
thorough and temperate discussion of the 
race problem. While the book covers 
some of the same ground as Miss Brown’s 
book, it is, of course, primarily concerned 
with the contempevary scene. Johnson’s 
eight chapters present briefly the historical 
background, the Negro worker, health. 
housing, family life, education, contribu- 
tions of the Negro to American life, brief 
biographies of five Negro Americans, the 
relation of the church to the race problem, 
and suggestions looking toward “the con- 
quest of racial prejudice.” The keynote 
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of the book may be expressed in the au- 
thor’s own words: “Race relations, in an 
ultimate sense, are personal relatiens. and 
changes in relations may be expscted to 
fcllow changed personal experienees. .. . 
For many years yet there will be usefulness 
in those programs which aim at meking 
possible interracial contacts and frem zhese 
contacts more thorough knowledg= of the 
life of individuals in the separate moups.” 

Some may want to quarrel with John- 
son’s approach to the problem, par-icrlarly 
with his espousal of the Booker T. Wash- 
ington doctrine of “doing the nexf thing.” 
But it is well to bear in mind thet what- 
ever the future may bring in the: wey of 
rece relations or “solutions” of the race 
problem, it is going to be a long time zom- 
ing. ‘There is not going to be a magical 
process by which the problem will Ee wiped 
off the books. Someone has to daa kot of 
spade work in promoting the kinde of con- 
tects and activities which make for the 
re-education of the attitudes of ind-vicuals. 
Books which serve this function are all to 
the good, even though they make kat small 
dents in the total situation. Somz2 books 
do it more effectively than others bat as 
Icng as they do it, their content and:method 
probably do not greatly matter. 

Guy B. Jornson 
Chicago 


VWoopson, Carter. The Africas Back- 
ground. Pp. viii, 478. Wasingten; 
Association for the Study of Negre Life 
and History, 19386. $3.25. 


The ideal of impartiality in social science 
will probably plague students as loug as 
problems for study remain. The matter is 
not of equal seriousness in all par-s cf the 
field, but in Negro research it is paramount. 
For the Negro has been muck sinned 
against by those who have made scholar- 
siip the excuse for the perpetuation of 
many unjustified belieés concernirg Negro 
abilities, Negro characteristics, anc the 
place of the Negro in our contemporary 
life. 

One can therefore fully sympatEize with 
Dr. Woodson’s irritation at the treatment 
of the Negro by those who have misappro- 
priated the term “scholar,” particilacly in 
the light of the incessant warfar= hə has 
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waged against misrepresentation of the 
Megro as editor of the Journal of Negro 
History, n which capacity he has done 
work that has won him a place of no slight 
consequer ce in academic circles. But can 
a scholar’s irritation excuse careless schol- 
arship, indulgence in “loaded” adjectives, 
and unw Ilingness to give credit where 
credit is due? Is it not patent that he who 
fights uncer the banner of truth must give 
in double measure scrupulous adherence to 
the most rigorous discipline in his presenta- 
tions of the facts? 

The plam of Dr. Woodson’s book is some- 
what as follows: Part I is devoted to an 
exposition of the cultures of Africa, their 
history ard traditional modes of behavior, 
tə the progress of imperialism in Africa, 
and to the survivals of Africa found in 
America. The second part consists of a 
lengthy capter devoted to an outline of 
the preceding material, each item in the 
outline baing accompanied by extensive 
kibliograrhical notes, plus six chapters 
each of which constitutes a discussion of 
some phase of American Negro life and in- 
cludes a similar outline with notes and 
r2ferences. 

Unfortunately, African history to Dr. 
Woodson is apparently almost entirely the 
tale of the political events that marked the 
rise and fall of the kingdoms of West 
Africa. Hence much of the narrative is 
utterly m2aningless even to the reader with 
some bacxground. “Following the coastal 
zone from the mouth of the Senegal ap- 
pear the three kingdoms of the Wolofs 
remarkable for their organization. The 
kingdom of Walo was ruled by a brac, the 
Wolof, by a bur, and the Cayor by a 
camel. All these though small, were re- 
markable for their organization” (p. 113). 

Nothing more than this is said of Wolof 
political cr social life. 

The enzire section on Africa is marked by 
special peading. Thus, polygamy is not 
looked upon with regard in this country, 
hence we read “Polygamy does not obtain 
throughout Africa” (p. 152)—something 
that is, to say the least, but technically 
true. Similarly, monotheism is regarded 
as an expression of high civilization, there- 
iore the africans are proclaimed again and 
again as monotheists (pp. 172, 359, inter 
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alia). And what is one to make of a state- 
ment such as the following, concerning the 
survivals of African religious practices in 
America: “The Christianization of the Ne- 
gro was an easy task, a much easier one 
for the Negro than for the European pa- 
gans, because Christianity is an Oriental 
cult and the Negro has an Oriental mind” 
(p. 172). 

The book bristles with undocumented 
accusations. “Some of the... biased 
Europeans and Americans of our time” 
(p. 21, no reference given); “most writers 
on Africa, biased as a rule” (p. 27, n. 19, 
but without reference); “this foolhardy 
theory [speaking of the study, but not of 
any hypothesis as to the significance of 
racial differences in cranial capacity] has 
given place to another equally untenable 
in degrading psychology by the groundless 
claims of recently devised tests and meas- 
urements” (p. 12, n. 20); “anti-racial bias” 
(p. 286); these pepper page after page. 
Anything that has been said favorable to 
the Negro would seem true; anything to 
the contrary, worthy only of castigation or 
disregard. As a case in point, the matter 
of whether or not iron-working was discov- 
ered in Africa may be cited (pp. 21-22, 
150). Dental of this is taken as prima 
facie evidence of prejudice. Yet if Dr. 
Woodson had troubled to read the résumé 
of the most recent pertinent data contained, 
for instance, in Forde’s Society, Habitat 
and Economy (p. 388), he might have rea- 
lized that not only is this not settled, but 
the best evidence now tends to point else- 
where for the home of this discovery. His 
eagerness to exalt the attitude of the “Latin 
peoples” as against the British in the hu- 
mane treatment of slaves and enlightened 
attitudes toward mulatto children (pp. 
258, 261) is also worthy of mention. One 
recommends to Dr. Woodson a re-reading 
of some of the contemporary sources on 
Haiti or Brazil. Finally, in this connec- 
tion, it may be indicated that it is scarcely 
logical to complain because “biased” writ- 
ers have held any African tribal group that 
represented mixed ancestry to be white, 
and then, in discussing notable Negro lit- 
erary figures, claim Pushkin, who was -in 
all likelihood of mixed Negro ancestry, as 
a, Negro. 
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The bibliographies are incomplete and 
show a strong anti-white prejudice. To 
omit Schapera’s definitive work from a 
bibliography, however brief, on the Bush- 
man and Hottentots (p. 207), to list vol- 
umes on Dahomey and not include Le 
Herissé (p. 206), to discuss Zimbabwe and 
fail to mention Miss Caton-Thompson’s 
magnificent work there (pp. 208 and 443), 
is as inexcusable as to write of the “Nordic 
slant” of Emil Torday, a Hungarian, or of 
R. S. Rattray, whose books on the Ashanti 
are filled with admiration for the people 
among whom he worked for more than ten 
years! One also finds what can only be 
regarded as deliberate omissions, as in 
the discussion of the Negro in American 
literature, where Dr. Woodson justifiably 
criticizes the novelists who falsely idealize 
the “old South,” but quite unfairly omits 
mention of such men as Stribling, Faulkner, 
March, and others of the new group of 
Southern writers who do full measure of 
justice to the inequalities that mark the lot 
of the Negro today. 

The usefulness of this book, then, is viti- 
ated by its essential lack of objectivity. 
Yet it must not be forgotten that Dr. 
Woodson has in the past done yeoman 
service in bringing to the American Negro 
community a sense of the essential dignity 
and worth of the civilizations of Africa. 
It is to be hoped that he will continue to 
do this. But it is also to be hoped that he 
wild realize that there is ample material of 
the highest reliability, and ample room to 
stand on the facts as they exist, to permit 
true scholarship fully to serve his purpose. 
If this is his approach, it will not be neces- 
sary for him again to resort to the type of 
special pleading that has marred and thus 
defeated the purpose of this potentially 
useful volume. 

Merve J. Hersxovrrs 

Northwestern University 


Parsons, ELss Crews. Mitla, Town of 
the Souls. Pp. xix, 590. Chicago: Uni- 
versity of Chicago Press, 1936. $4.00. 


This volume is a distinguished addition 
to the increasing list of works that are add- 
ing to our knowledge of persent-day Mexi- 
can Indian life. It is, however, distinctive 
in that it not only gives a detailed ethno- 
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graphic account of the people wita whom 
it deals, but also boldly attacks wlat is at 
once the most baffling and most incriguing 
problem of contemporary ethnology—that 
of acculturation. 

This problem, presented m the Preface, 
dominates the book, its treatmen. culmi- 
nating in a final chapter which, for <ompact 
massing of data, might of itself well rom- 
prise a separate volume. Thougi “Muy 
indio” is the expression that greets the 
casual traveler in Mexico at evere turn— 
despite the fact that many of the 2ustoms 
thus described are clearly Spamsh and 
others present puzzling resemblences to 
Hispanic tradition—yet, as Dr. Pacsons 
states, “no historical question is as easy as 
that.” Rather the intermingling of cul- 
tures “is one of the most subtle ənd elu- 
sive of social processes, which coes not 
reveal itself by plucked threads, by iso- 
leted facts.” 

In order to attack the principal srcblem 
ol the book, the full context of the culture 
in which the process of acculturazion has 
ozcurred is given. Beginning with:the geo- 
graphical environment of Mitla an its 
surrounding pueblos and the phyacel ap- 
pearance of the town, we are introduced in 
turn to its economic life, its social. an po- 
litical organization, its religious beliefs and 
c2remonial practices, and its folklere, with 
a final ethnographic chapter or “town 
gossip,” which is intended to give “pictures 
of people living and functioning together” 
in a way a “systematic town survzy” does 
not permit. All these chapters ære mter- 
spersed with observations on humen values 
and personal incident that do mush to 
bring to life the great masses o fectual 
Cata. Nor should the usefulness cf the 
many neat observations on metrod that 
sprinkle the book be overlooked; as when, 
in commenting on the frankness cf the 
Mitleyenos, Dr. Parsons remasks: “In 
būtla I was to learn*that in social as in 
personal life the idea that there is nothing 
important to conceal may result in almost 
complete concealment.” 

Certain pages stand out fer their effec- 
tiveness. The summary of econ>m.c life 
end the value of the data from —Alitla for 
the economic historian (pp. 64-557; the 
analysis of the incentives to holding public 
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office (p. 164); the documented instance of 
“the raskness of social prediction” (p. 
185}; the Jiscussion of trade routes and the 
careful listing of the goods traded (pp. 
568-569) ; are some of these. Yet with all 
this, it is he chapter on acculturation that 
gives this book its real importance. Cur- 
rent controversies as to whether or not ac- 
culturation should be studied in terms of 
traits or of psychological reactions to the 
total situmtion are ignored; but there is 
such a mcbilizing of cultural elements with 
reference to their provenience, and, despite 
a modest disclaimer of psychological com- 
petence, so telling an analysis of the mix- 
ture of the motivations that underlie the 
objective manifestations of the culture, 
that the dispute becomes pointless. The 
data here take their proper place as the all- 
important factor without which no ap- 
proach is meaningful. 
Merve J. Herskovits 
Northvestern University 


Tuurnw.Lp, Hros. Die schwarze Frau 
im War.del Afrikas. Pp.ix, 167. Stutt- 
gart: V7. Kohlhammer, 1935. 


That tae process of enlightenment con- 
cerning woman’s activities in primitive so- 
cieties has not been more rapid is regret- 
table but understandable. The pervasive 
importanze of the line of sex division 
among primitive folk does not permit the 
male ethnologist to penetrate deeply into 
woman’s activities, while among ourselves, 
academic conservatism has accorded 
women relatively far fewer opportunities 
to acquire and utilize the training needed 
for the study of such problems than would 
be desirable. The book under review, 
therefore becomes an important contribu- 
tion to the increasing body of hterature 
concernirg primitive women. Yet it is in 
more than just this respect that it is dis- 
tinguished. For not only does it give a 
picture of the major preoccupations of the 
members of that sex in a large region of 
East Africa, but it is also marked by an 
ethnological realism that causes it to take 
into full account the acculturative forces 
that operate today in the area. 

In her volume, Mrs. Thurnwald gives in 
compact form a mass of data collected dur- 
ing a yeer’s field trip, undertaken with her 
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husband, Professor Richard Thurnwald, in 
the course of which she supplemented her 
first-hand material with replies to detailed 
questionnaires sent to missionaries, admin- 
istrators, planters, and traders who had 
had long experience with the people of 
Tanganyika and Kenya. The book is 
divided into two parts, the first presenting 
the various aspects of women’s life during 
the initial phases of contact with European 
culture, the second analyzing the forces of 
acculturation which bear especially on the 
women. Among the striking points con- 
sidered are the apparent disparity in sex 
ratio in favor of the women, which is sim- 
ilar to that observed by this reviewer in 
West Africa; the place of the woman in 
polygamous households, together with the 
demoralizing effect of the insistence on 
monogamy on the part of missionaries in 
the area (though this demoralization can 
only be inferred from Mrs. Thurnwald’s 
tactful discussion); and the favorable eco- 
nomic position of women both in their ab- 
original cultural setting and under contact. 
The discussion of birth customs and the re- 
lationship between mother and child, the 
exposition of the real nature of the “bride- 
price” which places this institution in true 
social perspective, and the treatment of 
the aboriginal mode of education of girls 
and boys, are also well handled. It is only 
unfortunate that an apparent acceptance 
of the desirability of European medicine, 
education, and moral values as against na- 
tive ones somewhat mars the logic of 
the presentation, since the advantages 
of the “civilizing” process as set forth are 
not entirely in line with the data pre- 
sented concerning the consequences of 
contact, 

For American readers, Mrs. Thurnwald’s 
materials are more readily accessible in her 
husband’s book entitled Black and White 
in East Africa, Chapter IV of which is a 
translation of the essential portions of this 
work. The difference lies principally in 
the amount of illustrative material; how- 
ever, nothing of any significance has been 
omitted in rendering the German into Eng- 
lish. 

Menvitte J. Herskovits 

Northwestern University 
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Linton, Raren. The Study of Man. Pp. 
viii, 503. New York: D. Appleton-Cen- 
tury Co., 1986. $3.00. 


This volume was designed as an intro- 
ductory text in the essential principles and 
problems of anthropology. In this respect 
it is unique and admirably fulfills its pur- 
pose. It is eclectic and synthetic in the 
best sense, the author having “presented 
the conclusions which appear to him to be 
valid without reference to the particular 
school which happens to be responsible for 
them.” Thus, the historical aspects of the 
study of culture are given due weight but 
not to the exclusion of problems of cul- 
tural integration and functioning. ‘This 
breadth of treatment is likewise indicated 
by the fact that in the initial chapters we 
find a discussion of human origins and ra- 
cial differences and a concluding chapter on 
culture and personality. 

Since there are special chapters devoted 
to the family, marriage, social units deter- 
mined by blood, the local group, tribe, and 
state, there is a topical overweighing of so- 
cial organization as against economics, ma- 
terial culture and technology, religion, and 
so forth, which receive no equivalent treat- 
ment as specific topics. However, this em- 
phasis will no doubt enhance the imme- 
diate use of the book in sociological as well 
as anthropological courses. 

Since Professor Linton’s general treat- 
ment of material is in terms of principles 
and problems rather than in a form that 
essays the presentation of masses of factual 
data, such chapters in particular as those 
dealing with the background of human 
mentality and culture, the distinctive as- 
pects of culture, function, and culture and 
personality, merit the attention of all stu- 
dents of the psychological and social sci- 
ences. Despite contemporary differences 
in emphasis and points of view, and the im- 
mersions of specialists in their own depart- 
ments of culturaeand human behavior, 
there can be no ultimate water-tight com- 
partments in the social sciences, nor any 
basic separation of psychological and so- 
cial science. This text (dedicated to “The 
Next Civilization”) is a genuine introduc- 
tion to the study of man. And for that 
reason it is a harbinger of the more pro- 
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found integration that must ensue in the 
human sciences. 
A. I. HALLONELL 
University of Pennsylvania 


BALLARD, LLoyD VERNOR. Social “nstitu- 
tions. Pp. xii, 514. New York: D. Ap- 
pleton-Century Co., 1936. $4.00 


Professor Ballard defines social ns-itu- 
ticns as “organized relationships purpo- 
sively established by the common w#l,” and 
identifies seven attributes: ideatior struc- 
ture, purpose, relative permanence, author- 
ity, social control, and personnes The 
initial chapter, defining social institutions 
and their characteristics, is impressively 
compact and well reasoned. 

With most of the remainder of th= book, 
this reviewer is not similarly imeressed. 
It seems to lack historical realism. 

The account of the evolution of tae fam- 
ily, for example, seems to be based >n pre- 
suppositions and not on evidence ter- 
tamly many of the statements mad- about 
it have no support in ethnologica_ mate- 
rial known to this writer, nor wil il be 
found in the writings of any present-day 
anthropologist. 

With regard to the rôle of the family in 
historical civilizations, there is a similar 
weakness of historical realism. 

Logically and topically the book is ine; 
buts its logic and topics do not sem to 
grow out of historical material. 

The glossary contains some amazing def- 
initions, of which I cite the firct and 
the last: “A gnatic inherittance—inheritence 
through related males, especially -harac- 
teristic of patronymic social organ-zation.. 
... Universe of discourse—the disinctive 
or unique means of communication, pe- 
culiar to a group; such means of communi- 
caion serve to unite the members of the 
group and to separate it from other zroups. 
‘Each group has its own language.’ ~ 

Wyson D. W_iuis 

University of Minnesota 


Govan, J. W. The Social Contrac. Pp. 
vi, 234. Oxford: The Clarendor Press, 
1936. $5.00. 

Dne of the discoveries of the studert of 
past doctrines is that theories we- arə at 
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first inclined to dismiss as quite dead ex- 
hibit an astonishing vitality, or at least are 
revealed as dealing in their own way with 
persistent human problems. It also be- 
comes apparent in any careful historical 
study, like Mr. Gough’s, that no theory so 
influential as that of the social contract can 
be said to have originated in a given year 
or in the mind of one man. It is as er- 
roneous tc think of the social contract in 
connection with one name or a few names 
as it would be for the future historian to 
attribute the whole vogue of economic 
planning to George Soule. 

Mr. Govgh’s study traces the social con- 
tract from its antecedents in the ancient 
world to its survivals in recent times. Its 
aldest roots are on the one hand biblical, 
and on the other, in the political specula- 
tions of Greece. Even thus early began 
the long dsscussion “between those who re- 
gard the rights and powers of government 
as ultimately derived from the inherent 
rights and powers of individuals, and those 
who would deny this and maintain that 
authority >elongs of right to the state it- 
self.” The social contract, in spite of its 
invalidity as history, was the favorite ar- 
gument of the former group, as the divine 
right of kimgs was long its most formidable 
rival. It aad a certain plausibility in the 
ancient ard early modern periods, when 
experience with colonies would “deepen the 
impression. that laws are man-made... 
conventioral.” Moreover, distinguishing 
between tke good monarch and the tyrant 
led Plato and Aristotle naturally to con- 
tractual pkraseology if not to a formal the- 
ary of con:ract. 

To this nheritance was added the Teu- 
tonic princeple “that the allegiance owed to 
the king by his subjects was dependent on 
his recogrizing their rights.’ The con- 
tractual principle was not called upon to 
explain the formation of society, but it 
played a practical rôle in the laying down 
of conditicns for the kingly rule, especially 
when a new dynasty came into power. 
The same contractual element runs all 
through feidalism. Thus “the contract of 
governmert was implicit in the political 
structure 3f medieval Europe,” although 
the theory of the social contract was not 


Boox DEPARTMENT 


yet developed. Not all the lip-service to 
the saying that man is naturally political 
could conquer the theory that found the 
“origin of the state in a definite act of sub- 
jection.” Gough finds the first clear state- 
ment of the theory in Salamonius, early in 
the sixteenth century. 

By the next century “contractarian prin- 
ciples had taken a firm hold of nearly all 
political thought,” and it was commonly 
accepted that men had created first so- 
ciety, and then the state, by a deliberate 
act. Their making of covenants to form 
churches and political institutions inclined 
the Puritans to accept the contract theory. 
In the hands of most of its proponents the 
contract was an argument for the rights of 
resistance; Hobbes alone succeeded in 
making it an argument for absolutism. 
Both arguments belong to contractual 
thinking, for its central problem is whether 
an agreement we have made is the rea- 
son why it is our duty to obey the govern- 
ment. 

Space is lacking to follow the theory 
through its attenuation by its friends and 
attacks by its enemtes, its use as rational- 
ization by the framers of American gov- 
ernments, to our own period, which finds 
the language of contract unnecessary to 
the discussion of the continuing problem of 
reconciling respect for individuality with 
duties to others. All this story the author 
tells with a thoroughness, an erudition, and 
a critical spirit which make his volume in- 
dispensable to anyone interested in the in- 
tellectual history of Europe. 

W. Rex CRAWFORD 

University of Pennsylvania 


Pueups, Harop A. Principles and Laws 
of Sociology. Pp. xii, 544. New York: 
John Wiley and Sons, Inc., 1936. $4.00. 


This is the book that many of us have 
contemplated writing as a means of ori- 
entating our advanced students among the 
mysteries of sociology as a science. It is 
an effort to incorporate in one book the 
sweep of contemporary, mainly American, 
sociological thought, the main societal pat- 
terns, the more pertinent sociological prob- 
lems, a collection, classification, and, to an 
extent, a critical interpretation of socio- 
logical laws and principles, and, in conclu- 
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sion, a discussion of trends, predictions, 
and the changing scope of sociology. 
In his analysis the author conceives of a 
law as “a relationship between phenom- 
ena, while a principle means “the 
causal explanation of this relationship” 
(p. x). 

The author apparently has examined 
practically everything that has appeared 
in American sociology during the last 
thirty-five years and has extracted what- 
ever had any bearing whatsoever upon his 
admittedly difficult and complicated quest. 
As such, this is a book crowded with many 
of the facts and most of the theories and 
interpretations that have appeared during 
this time. It comes very close to being an 
inventory—one of the author’s stated ob- 
jectives. Furthermore, it is a learned and 
scholarly book, informed, painstaking, 
comprehensive, and, on the whole, cautious 
and balanced. 

Naturally, however, in attempting a 
work of such enormous scope and in deal- 
ing with material of such diverse value in 
a field where so little in the way of stand- 
ardization exists, a tremendous burden of 
responsibility in making selections and in 
the evaluation of material is assumed by 
the author. Consequently the inclusions 
and groupings of materials, as well as many 
of the conclusions and summaries, are sub- 
ject to much difference of opinion. The 
reviewer occasionally had the impression 
that this or that item in a summary or a 
list of generalizations, for example, was 
sound and adequately supported by the 
preceding array of data or propositions, 
while other items were matters of arbitrary 
construction, and not particularly perti- 
nent to the matter in point. 

Nevertheless, this is an able and a valu- 
able book—a pioneering book, in a sense— 
bold but necessary, and the sociological 
craft is indebted to Professor Phelps for it. 
The digests and summaries of the socio- 
logical laws and ‘principles in the fields in 
which they have been formulated in con- 
siderable number, namely: population, 
ruralization, urbanization, industrializa- 
tion, mobility, social organization, and 
eyclical fluctuations, alone more than jus- 
tify the book. It is one of the most impor- 
tant individual efforts looking to the de- 


Q52 


velopment of a systematic sociolozy that 
has been made in recent years. 
J. O. HER=ZLIR 
University of Nebraska 


Down, JEroME, Control in Humas Socie- 
ties. Pp. xvii, 475. New York: D. Ap- 
pleton-Century Co., 1936. 


This volume is an effective polemie on 
behalf of a social philosophy and + social 
faith. 

As a social philosophy, the authcr bolds 
that social evolution is a process of dermoc- 
ratization of control. The universel trend 
in human societies has been from a tate of 
paternal control in which authcity is 
vested in a limited circle of autho-itative 
leaders toward a state of social cortrel in 
which authority passes progressivel~ te an 
ever widening range of classes untr it- be- 
comes in a true sense collective, wth op- 
portunities for initiative and leadership 
open to all on equal terms. Brt this 
transition is not inevitable, and all p-ev.ous 
civilizations have collapsed before i. could 
be successfully consummated. 

as a social faith, the author believes that 
Western civilization, although manZes:ing 
signs of dissolution, also possessts the 
qualities requisite to recovery and survival. 
His argument is based on Cooley’s theory 
of the rôle of voluntary groups in the de- 
velopment of social imagination, social 
sympathy, and social discipline. 

“Prior to the Revolution,” he writes, 
“the French people were deficient ir these 
associations. The aristocratic clas was 
idle and frivolous, living apart fron the 
world’s work. They formed no organiza- 
tions to promote industry, science or art. 
The common people were too muh op- 
pressed and harassed to participate n any 
organization other than that of the incus- 
try in which they worked. Furthe-more, 
they had no opportunity to become dis- 
ciplined by participation, in goverrment, 
since the local units of governmert kad 
been swept away. By way of contrast, the 
aristocracy in England was then intinately 
connected with the industrial life, ard was 
organized into numerous trading anc colo- 
nizing companies. It participated in or- 
ganizations to promote religious wcrk, to 
emancipate slaves, to encourage science 
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and art, etc. The bourgeois class joined in 
these enterprises and, most important of 
all, they had long experience in local gov- 
ernment which developed a stable political 
idealism and a discipline which taught 
them to achieve their purposes by reason 
and by standards and rules” (p. 395). 

The author contends that the later tran- 
sitions of power from the bourgeois to the 
proletarian class have been accompanied 
by a similar process’ of mass discipline 
through voluntary associations; that prole- 
tarians in Western civilization, especially 
in its English-speaking branches, “are in- 
terested in social order, in security, strict 
discipline, social solidarity, with each unit 
held in its place, and in relation to others, 
by powerful bonds,” and that they “are 
reacting to the chaos by an inclination to 
look deeply and distantly for some means 
of deliverance” (p. 424). 

The treatment of this theme is largely 
historical in content and method. That a 
volume covering this range should abound 
in unsubstantiated generalizations is inevi- 
table. Its value to the social scientist will 
consist not in its demonstration of a scien- 
tific hypothesis, but in its challenge to 
critical thought. 

Howarp E. Jensen 

Duke University 


Runpaguisr, Enwarp A., and Rarmonp F. 
Serro. Personality in the Depression. 
Pp. xxii, 398. Minneapolis: University 
of Minnesota Press, 1936. $4.00. 

In the welter of fact and opinion that has 
arisen in the past few years on the effect of 
the receding depression, little empirical evi- 
dence, but much in the way of query and 
hypothesis, has been presented regarding 
its psychological effects—its impact on hu- 
man beliefs and attitudes and stability. 

Dr. Rundguist and Dr. Sletto, psycholo- 
gist and sociologist respectively, offer here 
a partial answer. The scope of the book, 
however, is better described by the sub- 
title——“A Study in the Measurement of At- 
titudes’—than by the title. The original 
project of the authors was “to measure the 
attitudes of adolescents of both sexes . . 
toward the family, the law, education, and 
the economic situation” in relation to edu- 
cational and employment status of the sub- 
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jects and their families. Fortunately for 
the professional psychologist or soctologist, 
but unfortunately for those who wish an- 
swers to the questions raised above, the 
authors’ major point of interest “imevita- 
bly” became “problems of method and in- 
terpretation,” and centered around techni- 
cal problems of the construction and stand- 
ardization of attitude scales. 

Regarded as a contribution to method, 
the book is most admirable in describing in 
detail, and with raw data appended, the 
methods employed in constructing the 
scales (using the Likert technique; their 
validations and measures of reliability. 
The Minnesota Scale for the Survey of 
Opinions, developed in the course of this 
work, is presented in full, as are the six 
scales of which it is made up: The Morale 
Seale, The Inferiority Scale, The Family 
Scale, The Law Scale, The Economic Con- 
servatism Scale, and The Education Scale. 
The measures in their final form were ad- 
ministered to 2,882 persons from the Uni- 
versity of Minnesota, from night school 
classes and from special classes for the un- 
employed in Minneapolis. 

The employed and unemployed groups 
differed most in their economic attitudes: 
“The greater discontent among the unem- 
ployed receiving public relief is not con- 
fined to any age nor to any educational or 
occupational stratum. If anything, those 
more favorably situated with respect to 
these variables are the most discontented. 
Poor general adjustment was also found to 
characterize this group of unemployed. 
. . . Our data do not indicate that men re- 
ceiving relief are characterized by feelings 
of inferiority or unfavorable family atti- 
tudes.” ‘Young men living at home were 
much less affected. Young women dem- 
onstrated little discontent. “The only fac- 
tor that was clearly associated with rad- 
icalism among the women was the unem- 
ployment of either parent. ‘Thinking in 
the economic field seems largely foreign to 
them.” 

The authors found that the omnibus 
General Adjustment, Morale, Economic 
Conservatism, and Inferiority Scales were 
valid. They are not sure of the validity of 
the others. They express the hope that 
the scales will be employed elsewhere. 
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On the technical side, the authors cast 
doubt on the usual use of the method of 
internal consistency as a measure of valid- 
ity, stress the significance of the nature of 
the phraseology of the items, and make a 
number of important suggestions for the 
scale-builder. In line with current trends 
of thinking about personality is the state- 
ment that “the crux of these [sex] differ- 
ences lies in the integration or pattern of 
personality. 

LAWRENCE JOSEPH STONE 

Columbia University 


Suttencer, T. Earn. Social Determin- 
ants in Juvenile Delinquency. Pp. ix, 
412. New York: John Wiley & Sons, 
Inc., 1936. $3.50. 


This book is a first-rate survey of the ex- 
isting material dealing with the fundamen- 
tal social origins of juvenile delinquency, 
presented in an easy and agreeable style, 
by an author who shows a wide acquaint- 
ance with the literature of the field. Pro- 
fessor Sullenger covers a wide range of 
studies and exhibits a genuine flair for com- 
pact statement which should make this 
volume a most welcome addition to the li- 
braries of those interested in what is hap- 
pening to children who find themselves be- 
fore the juvenile court through no fault 
of their own. Excellent bibliographies of 
books and articles are appended to each 
chapter, and a general bibliography of 
„twelve pages is to be found at the end of 
the work. Seven appendices are given, 
among which are definitions, juvenile court 
standards, civil service examinations for 
probation officers in New Jersey, social fac- 
tors in school non-attendance and truancy, 
national organizations, and case histories. 

The social determinants of juvenile de- 
linquency examined are the family, neigh- 
borhood, gang, and recreation (or lack of 
it), all analyzed as primary group factors 
influencing the conduct of juveniles. Eco- 
nomic status, cMild labor, mobility and den- 
sity of population, and the runaway child 
are viewed from the standpoint of second- 
ary group influences, while the juvenile 
court, the policewoman, juvenile probation, 
and the child guidance clinic are suggested 
as possible remedial and preventive forces. 

Juvenile delinquency, in the opinion of 
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the author, invariably originates im scme 
phase of adult insufficiency. He mazes 
out an excellent case for his contention. 
To him, the child arrives on the lanet 
ready to absorb whatever cultural aad so- 
cial stimuli adults may bring to bear upon 
him, The conduct of the child is thezresult 
of his past conditioning, and if society 
makes no effort to furnish the chilc with 
the direction and supervision which 5 nzc- 
essary for the achievement of righ con- 
duct, the result can hardly be laid —t the 
dooz of the young delinquent. 

It has been recognized for a long time 
that juvenile delinquency is a lJeisur--time 
activity. Leisure time in the larger cities 
means playing on city streets and tre or- 
ganization of young persons into gangs “or 
the formulation of their own methcds of 
kiling time. More recently, some «f the 
better city private schools have inaugu- 
rated the all-day plan, so that the chIdren 
may be supervised at play until the early 
evening. Without being captious, it night 
be pointed out that detailed and extended 
analyses of the home states of ruraway 
children, while interesting, are not particu- 
larly important when such a broad stcbject 
is under discussion. This book deserves a 
wide circulation among those interested in 
juvenile problems, It is my opinior that 
they will not be disappointed. 

J. P. SHAL#OO. 

University of Pennsylvania 


Fepiarvsxy, VERA, and Parry Smita dir: 


Nursery School and Parent Educat-on in 
Scviet Russia. Pp. xx, 265. New 
York: E, P. Dutton & Co., 1936. £2.50. 


Whatever one’s social and ecoromic 
views, it would seem unwise to ignore tom- 
prehensive experiments in a country hich 
covers one seventh of the earth. Nc? tae 
least Important aspect of the Russian ex- 
periment is its work with children, anc pe- 
haps no phase of the Soviet progrem is 
more acceptable to the A™herican way of 
thought than its concern with the welfare 
of the next generation. Welcome, tnere- 
fore, to this clear, concise expcsiticn 3f 
what Russia is doing in the field of nursery 
school and parent education. It is one of 
the few concretely practical and specific 
books on Russia which the reviewe: has 
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seen. Not only does it describe the work 
now being attempted, but there is intelli- 
gent consideration of its financial cost and 
of the sources of funds, which are particu- 
larly likely to come to the minds of Amer- 
ican readers at the moment. 

A great variety of work is outlined, and 
the data cited indicate that organized care 
is given to large groups of children, all in 
very striking contrast to conditions in 
Czarist Rusia. How much of this devel- 
opment is bit in keeping with a similar em- 
phasis upor child welfare in many other 
countries, Low much has emerged inci- 
dental to toe industrialization of Russia, 
and how much is due to the peculiar stimu- 
lus of the Seviet, is not wholly clear. 

The mos challenging aspect of this 
work is its underlying motivation. “The 
crèche,” we are told, after its identification 
as the most important agency in the pro- 
tection of infancy throughout the whole 
U.S.S.R., “has two principal objectives: 
(1) to liberete woman from the care oi her 
children wh le she is working or studying 
and to enab-e her to take part in the social 
and politica. life of the country ... and 
(2) to give children a communist educa- 
tional founcation.” To those of us who 
have been cradled in a different tradition 
of motherhood and home life and a differ- 
ent purpose of education, this is the kernel 
of the challenge and the center of our in- 
terest. 

The origiral draft of this book was pre- 
pared by Mme. Vera Fediaevsky, well- 
known and long-time leader (over forty 
years) in kirdergarten work in Russia, and 
daughter of a pioneer kindergartner in im- 
perial Russia. The revisions and modifi- 
cations for American reading are the work 
of Patty Smith Hill, professor emerttus 
of education, Teachers College, Columbia 
University. 

James H. S. Bossarp 

University of Pennsylvania 


Biscu, Lous E. Be Glad You're Neu- 
rotic. Pp x,201. New York: Whittle- 
sey House. McGraw-Hill Book Co., 1936. 
$2.00. 

There are two distinctly different ways 
of regarding this book, and each will dic- 
tate its own kind of review. 
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Looking at it with a cold scientific arr, 
there is nothing in this volume to commend 
it. It is ultra-journalistic (the chapters 
appeared as separate articles in popular 
magazines); it contains nothing that is 
new; it uses no scientific terms; it uses 
slang; it is careless about precise qualifica- 
tions; it is rambling, and there is an obvious 
striving for effect. Any person familiar 
with the contents of a simple manual on 
psychiatry knows more than this book con- 
tains. 

Considered as a project in populariza- 
tion, one’s reaction must be wholly differ- 
ent. Dr. Bisch, who is a practicing psy- 
chiatrist, writes for the man on the street, 
simply, vividly, directly, with a flair for 
dramatic expression. The book might 
have as its subtitle, “Psychiatry for Him 
Who Runs to Read,” and the writing is 
such that the runner need not stop to read 
nor yet will he fail to understand. 

It all comes to this: Is popularization of 
science respectable? The late Dr. Patten 
always insisted that it was, and that it 
must be made a final step in the method of 
the life sciences. The old guard will dis- 
agree, and to them this book will be ana- 
thema. To rephrase a popular observa- 
tion: “You reads the book, and you takes 
your choice.” 

James H. S. Bossarp 

University of Pennsylvania 


Leacus or Nations. The Problem of Nu- 
trition. Vol. I, “Interim Report of the 
Mixed Committee on the Problem of 
Nutrition,” pp. 98. Vol. H, “Report on 
the Physiological Bases of Nutrition,” 
pp. 27. New York: World Peace Foun- 
dation, 1936. Vol. I, 50 cents. Vol. II, 
15 cents. 


During the last few decades, scientific 
research has revolutionized our knowledge 
of nutrition as well as our conception of its 
rôle in the promotion of health and physi- 
cal well-being. The popular interest thus 
engendered has been further stimulated 
in most of the countries of our Western 
civilization by the effects of the postwar 
depressions. 

For more than ten years, the League of 
Nations, through its health agencies, has 
been engaged in the study of nutrition. 
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The earlier emphasis in its work naturally 
was upon its relation to public health and 
preventive medicine. Recently, however, 
a new note has been struck in the studies 
of the League’s agencies, looking toward 
nutrition in its larger economic setting, 
with particular reference to its implica- 
tions for agricultural developments and 
policies through its effects on the consump- 
tion of agricultural products. 

Here are two reports representing phases 
of this newer note. Volume I is the report 
of a committee authorized by the League 
of Nations Assembly in September 1935 
and instructed to “submit a general report 
on the whole question in its health and 
economic aspects.” This committee has 
done its work very well. In not quite a 
hundred pages it has assembled in readable 
form the basic points in the problem of 
nutrition as now recognized. It outlines 
the newer knowledge of nutrition as re- 
vealed by recent research; the distinction 
between the “energy-bearing” and the 
“protective” foods; the child phase as the 
kernel of the problem; the necessary reli- 
ance upon popular education; and the im- 
plications of changing nutritional emphases 
for agricultural policy. 

Volume II is the report of the technical 
commission of the Health Committee. It 
embodies an effort to draw up a working 
standard of use both as a unit of measure 
and as a working goal. It summarizes: 
(1) the energy, protein, and fat require- 
ments, varied on the basis of age and type 
of work; (2) the mineral and vitamin re- 
quirements; (3) special dietary needs of 
pregnancy and lactation; (4) the require- 
ments for other adults and children; and 
(5) general dietary recommendations. 
There is also a brief statement of ten prob- 
lems recommended for further study. 

These two pamphlets have value for all 
persons interested in intelligent living. 
They are of particular significance for 
health workers, child welfare workers, and 
economists. Incidentally, they serve as 
an excellent model for commission reports 
in that they cover a wide field, adequately 
yet briefly; and a scientific field, simply 
and in readable form. 

James H. S5. Bossarp 

University of Pennsylvania 
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Faux, I. S. Security against Sizkaess. 
Pp. xii, 428. Garden City: Doubleday, 
Doran & Co., Inc., 1936. $4.00. 


Three facts stand out clearly today in 
‘the field of social security in the United 
States: (1) there is a widespread demand 
for greater socio-economic security “or the 
average citizen; (2) sickness is one of the 
most frequent and persistent of the ca Ises 
of insecurity; and (8) the Social Security 
Act of 1935, while making some prevision 
for disease prevention work, includes no 
provision for security against siekress. 
These three facts, in combination, 2onsti- 
tute a challenge to the social leaderzhi> of 
this country; and because sickness is a eon- 
tinuing problem, without periodic fiuczua- 
tions such as are the case with unemp.oy- 
ment, this challenge must be faced. 

The present volume is the outgro-vth of 
a three-year study of ways and means of 
attaining security against sickness. Its 
sixteen chapters are divided inte three 
parts. The first and shortest part sam- 
marizes the available data on the cests of 
sickness and the arguments for the group 
payment of such costs. Part II, the most 
valuable and the longest part of the book, 
covering more than half of the volume, an- 
alyzes the health insurance systems of 
other countries. This is a genuine service 
to American students, and stimulates the 
hope that American intrepidity wll not 
neglect to profit by the experience of other 
countries over several decades of time. 
The third and most suggestive part of the 
volume is an attempt to outline the basic 
principles which should govern Amprizan 
attempts at health insurance. The suthor 
advances nineteen propositions, set. fcrth 
not as details of a system but as basic 
principles which an American sys.em 
shculd embody. Dr. Falk is to be com- 
mended for his recognition of th= fact 
that peculiarities of American history, vra- 
ditions, and problems dg not perm+t any 
complete duplication of European systems, 
but call for an adaptation of health insur- 
ance to our particular needs and ceam- 
stances, 

The volume is temperate and tim-ly—a 
real contribution to the understandirg and 
the working out of our next problem of 
social security. Whatever criticism cculd 
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be directed against it would have to be 
based on its complete acceptance of the 
trend of recent years toward health insur- 
ance, and its failure to consider more fully 
the arguments of those contesting conserv- 
atives who reject the principles and the im- 
plications of such insurance systems, per 
se. 
James H. S. Bossarp 
University of Pennsylvania 


SAncuEz, Georce I. Mezico: A Revolu- 
tion by Education. Pp. 211. New 
York: Viking Press, 1936. $2.76. 
Visitors to Mexico, even when they are 

as well prepared linguistically and profes- 

sionally as Dr. George I. Sánchez, find it 
difficult to keep their bearings in the Mex- 
ican maze. The heady wine of high alti- 
tudes, the spice of exotic foods and colorful 
costumes, the high excitement of witness- 
ing a whole people slowly and painfully 
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forging a new life, the contagious enthusi- ` 


asm of revolutionary leaders—all conspire 
to dull the sharp edge of critical appraisal. 

Dr. Sanchez, be it said at once, succeeds 
better than most of the sympathetic Amer- 
icans who have given us reports in recent 
years on the educational aspect of the 
Mexican social revolution. His statement 
of the factors entering into the problem of 
education is excellent. As exposition, his 
review of the history of education in Mex. 
ico and his summary of the modern revo- 
lutionary program, especially in the field 
of rural education, combines in interesting 
fashion documentary materials with fresh 
and revealing first-hand impressions. The 
chapter on “Church, State and Education” 
will attract many readers not only because 
it throws light on what for most Americans 
is a much muddled question, but also be- 
cause it comes from the pen of one who is 
himself a member of the Catholic Church. 
And yet, despite these and other praise- 
worthy achievements, the present writer 
is ungrateful enough to wish Dr. Sanchez 
had been less of the “good neighbor” and 
more of the disinterested social analyst. 

The author is not unaware of the fact 
that “many of the accomplishments of the 
new schools are still in the future .. .” 
(p. 189); and now and again he does not 
hesitate to point out wherein the educa- 
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tional program has failed. In the main, 
however, it would appear that he has 
conceived his task as one of description 
and appreciation, rather than hard-boiled, 
scientifie analysis. He has elected, for the 
most part, to report glad tidings from be- 
low the Rio Grande, rather than to essay 
the thankless job of balancing the books 
on Mexico’s educational experiment. This 
will explain, perhaps, why Dr. Sanchez 
chooses to side-step any consideration of 
such distressing subjects as the National 
University and the National Agricultural 
School. It may also elucidate such state- 
ments as this: “There are both advantages 
and disadvantages to a campaign of na- 
tional indoctrination through a centrally 
controlled school system. A critique of 
federal policy in Mexico is not within the 
scope of this interpretative report” (pp. 
93-4). Again, it is understandable why 
Dr. Sanchez tells a good deal less than the 
whole of the dismal story of those ill- 
starred experiments, the Indian School 
(Casa del Estudiante Indigena) and the 
Central Agricultural Schools (Escuelas 
Centrales Agricolas). 

It is, of course, any author’s privilege to 
write an appreciation of Mexico’s undeni- 
able progress in solving her educational 
problems. Certainly, when the job is as 
well done as it is in Mexico: A Revolution 
by Education, a useful purpose is served. 
It may be that the Mexican educational 
movement is still so young that all we can 
do is behold the marvel. If that is the 
case, the present reviewer hopes that the 
Rosenwald Fund after a few years have 
passed will finance Dr. Sanchez for another 
trip to Mexico. There is more to be told. 

Eyier N. Suupson 

Princeton University 


MACFARLAND, CHARLES STEDMAN. Across 
the Years. Pp. xi, 367. New York: 
Macmillan Co., 1986. $2.75. 


One of the oustanding leaders of Protes- 
tantism of our time has now, at the age of 
seventy, written his autobiography. As he 
looks “Across the Years” and tells of his 
experiences and reflections, it is evident 
that Dr. Macfarland has led a most unu- 
sual and varied life. In some respects this 
story reminds the reader of the Horatio 
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Alger, Jr. books of the poor boys who be- 
came famous. For here was a boy whose 
father died when the lad was twelve, 
thereby leaving the family in dire poverty. 
From a tenement in East Boston he rose to 
mingle with the-kings and queens and 
statesmen of Europe, and became the 
friend and adviser of President Woodrow 
Wilson, and his confidential messenger in 
the days of the World War. 

The author carries us through his early 
boyhood struggles, and his business experi- 
ences which ended at the age of twenty- 
five when he turned to a “Y” secretaryship. 
Then he went to Yale for preparation for 
the ministry. As a clergyman out in the 
parish, young Macfarland led an adven- 
turous life, championed the cause of labor 
in a day when that was unpopular, fought 
the saloons, defied the politicians and the 
intrenched interests of greed, and chal- 
lenged may of the older orthodox points of 
view. Yet he cannot be called a radical, 
though some people so consider him. Po- 
litically he classifies himself as an inde- 
pendent Republican. 

In 1911 Dr. Macfarland accepted an in- 
vitation to associate himself with the 
Federal Council of the Churches of Christ 
in America, in New York City. As Gen- 
eral Secretary, Dr. Macfarland, perhaps 
more than any other one person, has been 
instrumental in helping to build up the or- 
ganization until today it stands as one of 
the most powerful and influential religious 
bodies of our time. 

While the readers of this book will prob- 
ably be limited largely to those with reli- 
gious affiliations, there is interesting and 
informative reading along other lines, par- 
ticularly the historical material of the war 
and postwar periods, some of which is 
printed here for the first time. The au- 
thor has some first-hand evaluations of 
prominent statesmen, diplomats, and pres- 
ent leaders, includigg Adolf Hitler. There 
is also many a good story of dealings with 
the absurdities of some diplomats, the bu- 
reaucracy of the Army and Navy, super- 
patriots, including Mr. Shearer, and inside 
“dope” on the D.A.R. The Anti-Saloon 
League, its methods and personnel, comes 
in for a thorough raking over the coals, 
though the author’s belief that had his 
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own proposals and methods been Hlicwed, 
prohibition would have been save-l, i3 un- 
realistic. 

In looking over his war record, Lr. Mac- 
ferland says that he never “blessec a war.” 
By that he means that he indozsec the 
high moral aims which prompted America 
and the Allies, but not war itsel.. Here 
is the old neat formula which h=lped to 
spiritualize our efforts to slaugEter the 
Germans, march to Berlin, and kang the 
Keiser. Moreover, Dr. Macfarlan is will- 
ing “under similar circumstances” to pur- 
sue the same course again. 

As everyone knows who has made a 
study of the subject, Dr. Macfar-and has 
never been, strictly speaking, a pacifist. 
He abhors war—but so do most people. 
He has never had any real insight into the 
motives of, or sympathy for, the conscien- 
t:cus objectors. During the war he was 
counted on by our Government s one of 
its greatest assets. As an adver-isement 
for the Interchurch World Mcvement, 
March 1920, proudly stated: “Every office 
of the Government with a war message to 
deliver appealed to the ministers first of 
all.” 

From the point of view of analysis of 
rersonality, Dr. Macfarland has zivən us 
a book rich in material. Here ace mani- 
fested the psychic satisfactions o? the 
clergy, their emotional outlets, their moti- 
vations and rationalizations, and ther rôle 
in the community. 
Ray H. A3rams 
University of Pennsylvania 


Naii-Breunine, S. J., Osward van. Re- 
organization of Social Econoray (The 
Papal Encyclical Quadragesin-o Anno 
developed and explained). Pp xL 451. 
New York: Bruce Publishing Co., 1936. 
$3.50. 


In 1931 Pope Pius XI issued t= Encyc- 
lical, Quadragesimo Agno, in ceebzation 
of the fortieth anniversary of Eop2 Leo 
XUs Rerum Novarum. The tvo encyc- 
licals, taken together, define the position 
of the Catholic Church on questians of la- 
bor and capital, and this book is sn official 
commentary on the two encyclica_s. 

The Rerum Novarum of 1891 5 a land- 
mark in the religious, economic, nd intel- 
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lectual history of the nineteenth century. 
It is at once a conservative and a liberal 
document. Its conservatism is made clear 
by its insistence that private property is 
not simpy to be justified by experience 
and utility, but rather that it is founded on 
natural law. Private property and the 
family, ir the opinion of the Pontiff, are 
both antecedent to the state and therefore 
beyond tke authority of the state. On the 
other hand, Rerum Novarum is liberal. It 
insists thet it is the duty of the church to 
concern itself with the material welfare of- 
the poor; that wages should be sufficiently 
high to maintain a worker’s family in frugal 
comfort; zhat child labor should be forbid- 
den; that special protection should be af- 
forded tc women; and that workingmen 
should band together for the purpose of 
improving their lot. 

The Quadragesimo Anno of Pius XI is 
an enlargement of Rerum Novarum. The 
Catholic Church, like the United States 
Supreme Court, bases its decisions on past 
decisions, and therefore the Quadragesimo 
Anno is in part a reaffirmation of Leo 
XIIs pronouncement. It is, however, a 
longer do2zument and more specific. While 
asserting that labor conditions in many re- 
spects are better than forty years ago, the 
Pope none the Jess forcibly points out that 
unemployment is rife and “that worldly 
goods so abundantly produced in this age 
of industrialism are far from rightly dis- 
tributed and equitably shared among the 
various casses of men.” The principles of 
Pius XI are those of his predecessor, but 
his remedies are more positively defined. 
He not oaly asks for a “just wage,” but he 
deems it “advisable” that wage earners 
should stare to some extent “in the owner- 
ship, or zhe management, or the profits.” 
The Pop2 furthermore suggests that since 
labor is social in character, employers and 
employees be banded together into syndi- 
cates, ttus making it possible to avoid 
strikes aud lockouts. 

The Pope looks askance at the growing 
concentration of economic power in the 
hands of a few who frequently are not the 
real owrers but simply the agents of in- 
vested fends. AH kinds of disastrous con- 
sequences are likely to flow from this state 
of affairs, “economic nationalism or even 
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economic imperialism.” By  codper- 
ation, by decentralization, and by a 
change in heart these evils may be com- 
bated. 
Warrer Poeitps HALL 
Princeton University 


Cornett, Warum B. Organization and 
Management in Industry and Business. 
Pp. 802. New York: The Ronald Press, 
1986. $4.50. 

This revised edition of the author’s In- 
dustrial Organization and Management 
(1928) is intended as a general introduc- 
tion to the subject for college use. As such 
it may be regarded as one of the more 
thorough and instructive books in the field. 
The revision improves upon the old ar- 
rangement of chapters and brings the con- 
sideration of various phases of manage- 
ment more fully into line with legislation 
and developments of the past eight years. 
It will undoubtedly receive wide adop- 
tion as a text and reference book for be- 
ginners in schools of business and engi- 
neering. 

Like nearly all books in this field, this one 
purports to set forth the “basic principles of 
organization and management,” which it is 
contended are essentially the same for 
all business and industrial concerns. The 
problem of organizing and managing an en- 
terprise is seen as that of applying these 
principles in the particular circumstances 
of each case. Founded on this theory, one 
would expect a clear formulation of the so- 
called principles, and considerable elabora- 
tion of the conditions in which they do and 
do not apply. But strangely little prog- 
ress has been made lately in this direction, 
and new texts, like the one here considered, 
give slight indication of even an apprecia- 
tion of the deficiencies. At critical points 
the issues are side-stepped with the use of 
such adjectives as “appropriate,” “proper,” 
or “reasonable.” ‘The tone of definiteness 
and finality amid such ambiguities dulls 
the student’s sense of discrimination and 
often leads him to underestimate both 
the complexities of the problems and the 
importance of the judgment factor when 
application begins. Under these condi- 
tions sound application is obtained only by 
placing a heavy burden of responsibility on 
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the element of judgment. In so far, there- 
fore, as the case method of instruction is 
designed to train and develop the faculties 
of judgment, it serves a most necessary 
function in the present state of knowledge. 
It is plain to any critical student of the sub- 
ject, however, that college training in busi- 
ness administration for beginners or more 
advanced students cannot pretend to go 
far until such time as there is a thorough- 
going reconsideration and refinement of 
its “principles” and a real integration of 
this body of knowledge with the princi- 
ples and theory of economics and account- 
ing. 
There has grown up a traditional pat- 
tern for texts in this field—a pattern which 
is followed by Professor Cornell. It in- 
volves a hurried and often superficial re- 
view of general, if not vague, principles of 
organization and management interspersed 
in a background of description of opera- 
tions and procedures as they might be car- 
ried on in a “typical” manufacturing estab- 
lishment. Step by step the organization 
and financing of a new firm; the problems 
of equipment, layout, and location; the de- 
partmental functions from purchasing to 
selling; budgeting, record keeping, indus- 
trial relations, and the like, are considered. 
The student comes through the study of 
such a book with additional information 
regarding business operations, but he often 
has difficulty in retaining the body of 
principles he has been led to expect and 
the relationship of these principles to others 
he has obtained in economics courses. 
The fault is not entirely with the economics 
courses. He knows that private enter- 
prise is operated for profit, but he is rarely 
taught in his business course with any de- 
gree of precision what constitutes profit- 
ableness. He believes that business plan- 
ning is essential, but he fails to see that the 
essentials of business administration con- 
sist in making, executing, and revising en- 
terprise plans in accordance with changing 
anticipations and uncertainties of the fu- 
ture, or to see the relevance of economic 
theory to the formulation of these antici- 
pations and plans. Here the gulf between 
economics, accounting, and business ad- 
ministration may and should be bridged. 
Until it is, books like the one under review 
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must be regarded as representing tke best 
there is to offer. 
Rosert D. CALKINS 


University of California 


SMITH, Vera C. The Rationale af Central 
Banking. Pp. xii, 185. Loncon: P. S. 
King and Son, 1936. 9 shillinzs. 


Despite the demands of some contem- 
porary orators for more elabora_e zentral 
banking machinery, there is no dcubt in 
the mind of the student that cen-ral banks 
are more important and more Lighly de- 
veloped in all countries today ‘haa they 
have ever been before. Miss Sm=h’s study 
of the controversies out of which modern 
central banks grew is therefore bath timely 
and interesting, since we are prcne to for- 
get that economic institutions do not spring 
full-fledged out of the head of a cemocratic 
polymorphic Zeus. 

In presenting the controvers> between 
those who desired free banking and the 
group that favored the creation of a cen- 
tral monopolistic institution, it is natural 
that the author should give a good deal of 
space to discussions in England {uring the 
first half of the nineteenth century. But 
she also analyzes the less-knoen rcontro- 
versies in Germany, France, anc. Belgium, 
points out the merits of the Scottish sys- 
tem, and traces the public discussions of 
American banking from its early (and 
unhappy) freedom up to the est=blishment 
of the Federal Reserve System. Ix so do- 
ing, Miss Smith bases her pzesentation 
largely upon the literature of each of the 
periods concerned, and calls afterrtion to 
much material that is often ignozed in con- 
temporary discussions. 

To a large extent, the ultima_e triumph 
of central banking must be at&ibuted to 
political necessity and the visecsitr of hu- 
man ideas, but there are also scme impor- 
tant theoretical arguments in i-s favor to 
which the author draws attenfion. Fail- 
ures of banks of issue under a competitive 
system impose losses on the pocer classes; 
competitive issues inherently tead towards 
inflation; a central bank can do more to- 
ward moderating the severity of a crisis 
than can several competitive tast=tutions, 
each primarily concerned witn ‘ts own 
safety. Yet, even without thesrezical ar- 
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guments. it seems clear that the controversy 
between the free-bankers and the central- 
bankers was bound to result in the success 
of the atter. Free banking is possible 
only when there is an automatic monetary 
standarc; and the steady departure of 
bankers from the principle of liquidity, 
coupled with the decreasing importance of 
gold in zhe monetary systems of the lead- 
ing courtries, has created a set of circum- 
stances In which some responsible central 
institution must exist to supervise the 
money market and exercise quantitative 
credit control. 

But the world has not yet perfected its 
central banking mechanisms, as current 
monetary discussion amply proves. By 
calling ettention to the controversies of the 
past and critically appraising them, Miss 
Smith has contributed to the solution of 
our present problems. One could wish 
that all doctoral dissertations were as well 
done! . 
F. CYRIL JAMES 
University of Pennsylvania 


ANGELL, James W. The Behaviour of 
Money. Pp. xiv, 207. New York: Mc- 
Graw-Hill Book Co., 1936. $3.00. 


Angel’s Studies are predominantly con- 
cerned with the American money system 
in the period after the war. The main re- 
sults may be summarized as follows: (1) 
The cesh-deposit ratio shows a secular 
downward trend and is associated, for the 
short p2riod, with the cyclical and seasonal 
fluctuations of general economic activity. 
(2) Tke fluctuations in genera] economic 
activity rather precede than follow the 
changes in the quantity of money. (3) 
Changes in deposit exchange velocity (in 
the 14C outside cities) are somewhat cor- 
related with the fluctuations in production 
and wholesale trade, and thus indirectly 
with the changes in the quantity of cir- 
eulating deposits. (4) Outside cash is 
closely associated with individual income 
and retail expenditure. 

These results seem to be in closer ac- 
cord taan realized by the author, with 
both modern “modified” quantity theory 
(distinguished from its classical form as 
represented by Irving Fisher’s Purchasing 
Power of Money) and the statistical pio- 
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neer work done by writers like Karl Sny- 
der (who strangely enough is not even 
mentioned by Angell). 

The statistical investigations are con- 
ducted with great care, and in most parts of 
the book, analytical conclusions are drawn 
with the utmost caution. (The reviewer 
cannot but object, however, to the use of 
the term “trend” for a period as short as 
that from 1921 to 1934, which scarcely 
covers more than one cycle. The trend 
approach prevents Angell from ascertain- 
ing that the failure of the exchange veloc- 
ity index to rise together with the business 
activity series is due to the particular prop- 
erties of the monetary policy of the New 
Deal. Here, as in the whole book, too 
much emphasis seems to be laid on small 
deviations in the path of the correlated 
series; there is no reason whatever to ex- 
pect that any two economic series should 
run exactly parallel.) Angell seldom goes 
even as far as in the following statement: 
“This lends some support to the view that 
the ratio, like outside currency itself, rises 
at the end of periods of business activity 
and does not reach bottom till after busi- 
ness has begun to pick up” (p. 33). 

The more surprising are the rather bold 
and, in the opinion of the reviewer, uncon- 
vincing inferences to questions of mone- 
tary policy: “. . . since deposits ordina- 
rily move with or after business activity, 
not before, . . . it is a little difficult to see 
how and why a moderate contraction of 
deposits should necessarily reduce business 
activity in marked degree and fairly 
quickly” (p. 159). “A moderate and 
forced expansion of the money supply 
therefore seems likely to have little effect 
on current business activity” (p. 160). 
Here the qualification “necessarily” is 
omitted, which, of course if taken literally, 
makes the first statement unassailable. 

In the reviewer’s opinion, a time se- 
quence established for an era of over- 
whelming automatic business reactions 
needs not to recur in an era of intervention- 
istic policy. It has to be admitted, how- 
ever, that for reasons lying in the specific 
situation of the American economy, any 
monetary expansion at the end of the last 
depression could not but produce much 
smaller effects on business activity than 
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supposed by most sponsors. But only dy- 
namic theory, not statistical correlations, 
valid in the past, could procure sufficient 
understanding of the monetary develop- 
ment under the circumstances concerned. 
At this point, certain defects of Angell’s 
theoretical analysis become visible: he 
seems to attach undue importance to the 
concept of “circular velocity” (national in- 
come divided by money-stock) , which, be- 
ing itself a highly complex phenomenon, 
could not be used for explaining economic 
variations; moreover, he neglects business 
cycle theory entirely, and does not give a 
complete theory of the basic factors deter- 
mining exchange velocity. 

One theoretical error frequently found 
with monetary theorists may be noted in 
brief: “If business becomes more highly 
integrated, exchange velocity will fall, 
other things being equal, since a larger pro- 
portion of the total payment operations is 
now being carried on by book transfers 
within the integrated units than before; 
these book transfers do not require the use 
of actual ‘money’ for effecting settlements” 
(p. 94). But would not the money spared 
be expended as usual without being al- 
lowed to increase the idle balances of the 
integrated concern? It is not the ex- 
change velocity, but the volume of mone- 
tary transactions that is reduced. 

On the whole, Angell’s book, though 
written by an economist of high theoretical 
erudition, seems to the reviewer to rely too 
much on the “correlation approach.” 
This method, if applied by an economist of 
Angell’s scholarly level, certainly will give 
valuable results, but its rather narrow lim- 
its become the more apparent the more ac- 
complished its application. 

Hans NEtsser 

University of Pennsylvania 


Kouvin, Leonard. Private Long-Term 
Debt and Interes in the United States. 
Pp. xiv, 188. New York: National In- 
dustrial Conference Board, 1936. $2.50. 


The announced purpose of this mono- 
graph is to examine statistically that the- 
ory (“. . . the most pervasive and power- 
ful in influence upon policies in recent 
years . . .”) which traces instability, dis- 
turbance, and maladjustment in our eco- 
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nomic system to the excessive acumula- 
tion of long-term, fixed-interes--bearing 
cebt by productive enterprise (p. vi). To 
co this, the investigator has undertaken 
the ambitious task of constructing annual 
estimates of long-term debt (five years or 
longer) and interest payments on hat debt 
separately for nonfarm real estate agricul- 
ture, steam railroads, public utilties, and 
manufacturing for the period 19)0-1935. 

The trends in annual aggregates of debt 
and interest payments for privateincustry 
gre compared with trends in natisnad, pri- 
vately owned wealth and income zor 1900- 
1930, and the conelusion is reamec that 
debt and interest have not outrtm wealth 
and income, because their compsund an- 
nual rates of growth have been nearly sim- 
ilar (debt, 5.62 per cent; wealth, 5.41 per 
cent; interest, 6.05 per cent; inccme, 5.75 
percent. Pp. 57-60). 

Similar comparisons are made: between 
debt and interest on the one hand-and cap- 
ital values and revenues on the «ther, for 
each of the individual fields mencioned 
above. It is admitted that an acute situ- 
ation of overindebtedness has ceveloped 
in the case of nonfarm real estate, of agri- 
culture, and of some railroads, but it is 
held that no such problem exisss =n the 
utility field (except electric railweys_ or in 
manufacturing. 

The investigator summarizes hi findings 
as indicating: (1) “that the busmess sys- 
tem as a whole is not confronted with a 
debt structure which is... urzecnomic 
in size . . . or in relation to capial values 
or revenues’; and (2) that “smtements 
that the depression was precipita-ed by an 
excessive debt burden are withoct factual 
Dasis” (p. 4). 

Whatever the facts of the case may be, 
I feel that the present study has fa led to 
demonstrate any such conclusion. as those 
summarized in the preceding paragraph. 

1. No criteria of overindebtedness are 
established. 

2, Although Irving Fisher is ci-ed as the 
chief exponent of the debt thecy of de- 
pressions (p. 53), no attempt is made to 
refute that writer’s emphasis upen zhe in- 
flation and deflation of circulathg media 
by the creation and liquidatior of long- 
and short-term debt. 
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3. Not the barest attempt at cycle analy- 
sis is mace, in spite of the fact that annual 
data hare been laboriously estimated. 
The entire analysis is restricted to com- 
parisons Df trend growth over the period 
1900-193), The comparisons of com- 
pound annual growth are, of course, mean- 
ingless in so far as cyclical fluctuations are 
concernec. They are even misleading as 
to trend. For example, we are led to be- 
lieve thaz the compound annual rates of 
growth cf debt (5.62 per cent) and of 
weelth (8.51 per cent) from 1900 to 1930 
“difered negligibly from one another” (pp. 
57,60). In actual fact, whereas debt was 
18 per cent of private wealth in 1900 and 
10 per ceat in 1920, it was 27.8 per cent in 
1930 (p. 58; estimated from Mr. Kuvin’s 
data)—-a rather considerable increase. 
Much the same may be said for comparison 
of interest and income. 

4. In mmportant cases, the annual esti- 
mates of debt and interest have been based 
on statistics of capital values and revenues, 
and are therefore entirely worthless for 
purposes of comparison with value and 
revenue: (a) farm mortgage debt for all 
years except 1890, 1920, 1925, 1928, 1930, 
and 1932 (pp. 120-122); (b) gas com- 
panies’ debt, based on revenue from sales 
1900-1925; average ratio of debt to reve- 
nue, 1995-1928 (pp. 127-128); (c) water 
companies’ debt, based on property values, 
1960-1922 (pp. 128-129); (d) farm mort- 
gage interest charge, 1900-1908, based on 
debt estimates themselves based on capital 
values (>. 184), and 1911-1919 “derived 
on basis of official data of value of agricul- 
tural capital” (p. 133). 

5. In tully one half the total number of 
years in all series (1,200 years in all), either 
the actual data on debt and interest or 
the adjustment ratios have been interpo- 
lated or 2xtrapolated. Many cases of this 
are perhaps pardonable, such as the inter- 
polation of ratios to adjust W. I. King’s 
annual estimates of debt and interest to 
the quinqjuennial census data on debt and 
interest. Others, however, are shocking; 
for exarcple, the straight line projection of 
1900~1909 on the basis of trend for 1910- 
1920 (p 180), or the assumption that 
the ratie between individual holdings of 
nonfarm mortgage debt and total indi- 
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vidual savings from 1900 to 1929 is the 
same as that from 1929 to 1934 (p. 119). 

There are few fields where satisfactory 
data are more sparse than in that of long- 
term debt and interest, and it is perhaps 
easier to criticize than to emulate. Care- 
ful scholarship would require, however, in 
view of the slender bases upon which these 
statistics have been erected, that the con- 
clusions be tempered with the proper 
cautions. Yet for those cautions the 
reader may search the text in vain. One 
may grant the difficulty of the problem 
Mr. Kuvin set for himself, without excus- 
ing him for the manner in which he has 
gone about solving it. 

CLARENCE DICKINSON Lone, JR. 
Wesleyan University 


Kapp, Karu W. Planunrtschaft und Aus- 
senhandel. Pp. 140. Geneva: Georg & 
Cie, S. A. Libraires-Editeurs, 1936. 4 
Fr. 


Almost half of this book on Planned 
Economy and Foreign Trade deals with 
planning in general. The author, after 
pointing out that liberals fail to distinguish 
between planning and meddling, indicates 
how far present-day capitalism is from the 
fictitious economies postulated by the text- 
book writers. Under capitalism market 
forces are supposed to rule, but actually, 
large corporations and labor unions rule 
the markets to such an extent that only an 
autocratic state could eliminate all ele- 
ments of monopoly and maintain the “per- 
fect market.” The author thinks that 
even “perfect markets” would not be per- 
fection. In the fashion of Veblen and 
Stuart Chase, he points out the evils of 
absolute individualism and the need for 
social control. 

It is no accident, the author adds, that 
the value theorists emphasize the indi- 
vidual and attack economie planning. He 
could have gone on to show that tradi- 
tional economic theory, because its outlook 
is individualistic, is so useless in any at- 
tempt to iron out business cycles. An in- 
dividual producer usually adjusts in a way 
that strengthens cyclical swings; hence the 
need for some central organization. How- 
ever, banking is somewhat unified by cen- 
tral banks, and traditional monetary the- 
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ory, since it is not centered around the 
individual, is more fruitful in business 
cycle work. 

The author discusses the commercial pol- 
icy that countries with planned economies 
could follow to acquire needed imports. 
By establishing a special organization with 
absolute monopoly to control foreign trade, 
such countries have a strong bargaining 
position. He shows how such an organiza- 
tion developed in Russia, indicates how the 
dangers of excessive bureaucracy might þe 
avoided, and discusses also the control of 
foreign trade in Germany and Persia. 

Planning, the author says, need not lead 
to a striving for national self-sufficiency, 
although fluctuations in the world market 
may be upsetting. In fact, by direct cost 
comparisons, the advantages of an inter- 
national division of labor would be more 
evident under a planned economy. Also, 
of course, with steadier employment there 
would be less demand for protectionism. 

This book is a survey rather than a con- 
tribution. It touches upon many issues 
without handling them thoroughly and 
conclusively. 

Ricwarp A. LESTER 

Princeton University 


Nogaro, Bertrand. La Crise Economique 
dans le Monde et en France. Pp. 347. 
Paris: Librairie Generale de Droit et de 
Jurisprudence, 1936. 35 Fr. 


From a statistical analysis of trends in 
prices, production, unemployment, and for- 
eign trade since the war, Mr. Nogaro at- 
tempts to develop a “synthetic” explana- 
tion, as he calls it, of the world depression 
since 1929. Other current interpretations 
he considers too simple, if not naive. 

Mr. Nogaro is of the opinion that 
rhythmic fluctuations are inherent in capi- 
talism, and are due to certain maladjust- 
ments which are accentuated by the credit 
mechanism. Indeed, he severely criticizes 
the theory that world gold production 
failed to keep pace with the needs of trade, 
and explains the depression in terms of the 
preceding overexpansion of credit. 

On the other hand, since wholesale prices 
of raw materials in the world markets were 
falling after 1924, the depression was not 
preceded by the usual cyclical rise of 
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prices. The explanation must be ouad in 
the accidental overstimulation of agzicul- 
tural production due to the war. Another 
accident, the stock market crash. caused 
by an overexpansion of credit in .zm=rica, 
brought the precipitous drop of rices in 
1929, when accumulated stocks of raw 
materials, previously withheld in fhe hope 
o: higher prices, were thrown on the 
merket. 

The fact that industrial product: on indi- 
caled prosperity during the period 1925 to 
1329 is explained by the trend toward na- 
tional self-sufficiency and duplication of 
productive facilities in the world. This, of 
course, meant eventual loss of ma-ke:s for 
export industries, with declining fcreign 
trede and employment in great expcrting 
nations, such as England, and parzicularly 
in the gold-bloc countries. Mr. Mogaro is 
an extreme internationalist, apparently 
favoring free immigration, but he accepts 
tae trend toward national self-sufficiency 
as a permanent characteristic of modern 
cavitalism. 

Loss of foreign markets, and the rapid 
technological changes, explain the chronic 
unemployment which characterwec the 
whole postwar period. This amalysis is 
less realistic, however, and at times sug- 
gests the “lump of labor’ theory. The 
author’s conclusion that one solution may 
be to grant more leisure overlooks the fact 
taat decreasing international specialization 
may make this mcompatible wifh main- 
tenance of standards of living. 

Mr. Nogaro’s attempt to anayze the 
world crisis objectively and witout pre- 
conceptions, which is praiseworthy-in itself, 
gives to his book an air of scien_ific pre- 
cision which no study of a subjec- sc vast 
can possibly possess. The very scope of 
the subject precludes exhaustive aralrsis of 
ary one phase, and many important the- 
crstical concepts are relegated to footrotes. 

Perhaps the author’s greatest <oniribu- 
tion is his analysis of public policy m the 
faze of a depression so unusual a. tc war- 
rant some governmental interference. 
Many problems familiar to the economist 
ar2 omitted, and others, such as the effect 
cf financing public works with long-term 
cradit, are given incomplete analyzis. But 
the general conclusion that there are few 
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policies which the economist can unre- 
servedly recommend, although he can 
render aid in preventing irrational govern- 
mental experimentation, is sound. 
Lester V. Prom 
Princeton University 


Eryzic, Faunt. World Finance 1914-1936. 
Pp. xvi, 382. New York: Macmillan 
Co., 1935. $3.00. 

The Future of Gold. Pp. x, 185. 

New York: Macmillan Co., 1935. $2.00. 

Exchange Control. Pp. ix, 195. 

New York: Macmillan Co., 1935. $3.00. 


These are only three of the many pop- 
ular books which this prolific writer has 
published in the last few years, but they 
are representative samples, At the mo- 
ment, the new informal agreement recently 
made regarding the dollar, the pound, and 
the franc lends renewed publicity to the 
subject o` which Mr. Einzig treats so copi- 
ously anc fluently. 

World Finence undertakes, according to 
the authar, to sum up some of his earlier 
works, ix perspective and in a popular 
manner. Mr. Einzig frankly confesses 
that in some respects this perspective has 
caused hin to alter his judgments of certain 
events, kut the reader will probably feel 
that this aas not led to any great change in 
fundamental doctrinal position. This doc- 
trinal postion, the author indicates, is mid- 
way betveen that of the “nineteenth-cen- 
tury economists” and all those who now 
believe we should and could return to the 
old, automatic international gold standard, 
all of whem he severely condemns, and, on 
the othe: hand, those whom he terms 
“monetary cranks” or who in any way con- 
tend tha: through this or that monetary 
scheme the world can solve all its economic 
problems. In this respect the author’s 
viewpoin: seems to conform to the trend 
of generzl opinion, except, of course, the 
opinion of the extremists whom he dis- 
aVOWS. 

As for the contents of the book, they are 
almost exactly what the title indicates: a 
history of world finance during the period 
covered. In this way the book is of con- 
siderable use, especially as it deals with so 
long a period and so wide a territorial 
range, ev2n though the material will be 
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familiar, if not to all economists, at least 
to those who have interested themselves in 
this sort of thing. The chapters, moving 
in a semi-journalistic style, are easily read. 
Perhaps one should not expect too much 
from a book which is frankly popular. 
But if it is not intended as a contribution 
either to pure theory or to real analysis of 
monetary phenomena, it might have been 
well for the author to refrain from inter- 
larding the paragraphs with such generous 
expression of personal opinion which, 
whether correct or incorrect, is not properly 
supported. To mention but one example, 
the author repeatedly assumes the position, 
as a truism, that depreciation stimulates 
exports, at least as long as the external 
outruns the internal depreciation of the 
currency. This view is widely held. But 
the reviewer knows of only two or three 
attempts to check this assumption induc- 
tively. One of these attempts was made 
by the Tariff Commission, with exhaustive 
use of statistics, and it would appear that 
thus far the actual demonstration has never 
been attained. 

Nevertheless, Mr. Einzig’s history of 
modern world finance will be interesting to 
the lay reader, and many of his opinions, 
whether proved or unproved, will appeal to 
various. persons, including especially the 
non-classicists. Some of the author’s final 
conclusions are: Since 1914 there has been 
created a great deal of “fictitious wealth,” 
and the disequilibrium between this and 
“real wealth” can be corrected only by a 
reduction of the former or an increase of 
the latter; monetary policy alone cannot 
solve “the problems of progress and pros- 
perity,’ nor can monetary policy “in the 
long run produce satisfactory results unless 
it is planned and executed as part of a gen- 
eral system of economic planning,” al- 
though no explanation is offered as to how 
this can be done. Consequently the reader 
is left with a difficult problem still to be 
solved. 

In The Future of Gold the author moves 
on from description of the recent past to 
the more difficult and dangerous field of 
prediction. Indeed, he frankly states that 
his purpose is to forecast the probable 
course of the Eondon price of gold, and 
says the book is intended as a guide for 
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“the man in the street.” At the same time 
he indicates other objectives, such as con- 
clusions (perhaps he should have said 
guesses) as to the level at which sterling 
and other leading currencies are likely to 
be stabilized eventually; what type of 
monetary system the principal countries 
will probably adopt when they return to 
stability; and the tendency of gold and 
commodity prices after such stabilization. 
He proceeds with chapter discussions on 
such topics as “Gold as an Investment,” 
“Gold and the Pound, the Dollar, and the 
Franc,” “Gold Hoarding,” “Stabilization 
Rate,” and “The Demand for, Supply of, 
All of 
this he deals with in an interesting way, 
although he is not quite satisfying in some 
respects. For example, one cannot quite 
make out whether his chief purpose is to 
make an analysis of use to economists and 
officials formulating monetary policy, or to 
give the investor or speculator tips as to 
whether, when, and how to buy gold or 
gold-mining shares. He avows the latter, 
but in fact, although not indulging in 
theoretical abstractions, he blends the two 
in such a manner that neither purpose 
seems quite so well served as it might be. 
Again, having entered so courageously into 
the realm of prediction, he naturally finds 
it necessary to protect himself by using 
many qualifications—if this, then that, but 
on the other hand, something else; and 
so On. 

Moreover, if in his works treating of the 
past the author indulges freely in opinions 
without any great deal of exact induction 
to support them, this is even more his prac- 
tice when he scans the future. On the 
other hand, he makes some of his principal 
conclusions and recommendations rather 
definite. He favors the gold standard in 
modified form, believes it failed mainly 
because of inadequate gold supplies, and 
thinks there should be “drastic devaluation 
of sterling and other currencies” in order 
to permit money management “from the 
broader point of view of producers’ and 
consumers’ interests instead of being at the 
mercy of fluctuations in their gold stocks.” 
He further believes that “devaluation 
would not be followed by a sufficiently sub- 
stantial rise in commodity prices to wipe 
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serve” thus created. He seems incined to 
believe that after the devaluatien and 
stabilization which he predicts (or -reeom- 
mends) , the gold standard will or ccrtzinly 
should be modified (e.g., there sh-uld be 
less internal use of the metal); that never- 
theless gold will not be formally d-verced 
from note issue; that if the stab=izetion 
rate is wisely selected there will be plenty 
of gold but no glut; and that the =arice of 
gald will probably undergo no extreme 
long-run rise or fall. Many readers of 
pepular books will enjoy Mr. Einzic’s peep 
into the future and will check hē prog- 
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ments. 

Exchange Control is a somewkat dif- 
ferent book from others by Mr. Einzig. 
Neither a history of past interrational 
firancial events nor an estimate of future 
ones, and still not a work in pure thecry this 
convenient and well-organized little zolume 
undertakes to classify and analyze ~he dif- 
ferent types of exchange control and to 
view them as part of a total system- rather 
than as isolated cases of haphazard zestric- 
tion. The objective is attained with very 
considerable success, and in some =spects 
the work becomes a sort of textbool which 
has been needed for several years. 

The author defines exchange seontrol, 
treats of its scope and its growth siace the 
wer, and classifies it (in a very handy 
chart) as follows: (1) normal m=sures, 
such as general monetary policy, baak rate 
policy, and so forth; and (2) abnormal 
measures. The latter he divides Htc di- 
rect and indirect. He subdivides zhe di- 
rect into “intervention” (e.g. pezging); 
“exchange restrictions” (e.g, permits, 
blocking of accounts, and so forth): “zold 
policy”; and “exchange clearing.” By in- 
direct abnormal measures he refers to im- 
‘port restrictions, encouragement of exports, 
barter, and embargo on foreign loanz. The 
abnormal direct measures he treats rather 
fully m the chapters. 

Any classification is arbitrary, aad this 
one is no exception, but in the men it is 
both useful and clear. Some woulc object 
_ to the inclusion of the “normal messures,” 
but these do affect exchange. Perkaps the 
most serious objection to the classi ication 
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ig that trade measures, while undoubtedly 
interactive with exchange measures, should 
not be subordinated as mere functions of 
exchange control; and perhaps the author 
did not intend them to be taken as such. 
Indeed, in the past, writers on interna- 
tional economic problems have tended to 
treat of mternational trade too much as the 
fundamental process with international 
finance as auxiliary, or, latterly, vice versa. 
An incidental advantage of the very recent 
host of controls and agreements concern- 
ing trade and finance is that they have 
completely demonstrated that goods and 
capital and all the other transactions which 
make up the items in the balances of inter- 
national payments are important in them- 
selves but also interact upon each other 
and thus affect the exchange situation. 

Thus, the author’s definition of exchange 
control is very broad. It might be wished 
that he could have extended his discussion 
to all the new types of restrictions and 
agreements affecting international commer- . 
cial and financial and other transactions, 
for only in this way can the new foreign 
economic policies be properly compre- 
hended. Indeed, the view that exchange 
controls are a part of a new system in inter- 
national economics, rather than random 
and temporary evils which will quickly 
pass, is expressed in Mr. Einzig’s preface. 
He goes so far as to suggest that they are 
necessary evils and that a certain part of 
the system is desirable—a view which he 
recognizes will be opposed by many “ortho- 
dox” economists, but which may be less 
shocking to students who are realists. The 
author says: “They [some critics] may op- 
pose Exchange Clearing, but they cannot 
afford to ignore it.” At the end of his 
study he expresses the belief that exchange 
clearing is the rational form for interna- 
tional transfers, and that, with many re- 
finements, such as extending it to cover 
every kind of international payment (in 
addition to merchandise alone) and work- 
ing it over from a bilateral to a multilateral 
system, it may ultimately become a per- 
manent system. 

It is quite obvious that many critics will 
disagree violently with such conclusions, 
while a smaller number will doubtless agree. 
But in any event, and particularly in the 
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apparent absence of any other systematic 
treatment, this little book will provide a 
convenient classification and description 
of the subject for students just taking up 
its study, especially if they have already 
had some grounding in economics against 
the background of which they can formu- 
late their own judgment of the merits and 
demerits of exchange control. This is true 
even though in the short time since the 
book appeared there have been many de- 
velopments in various countries in the ex- 
change control field. 
JoHN DONALDSON 
George Washington University 


Tuomas, Brixter. Monetary Policy and 
Crises. Pp. xxii, 247. London: George 
Routledge & Sons, 1936. 7s. 6d. 


This book does not deal exclusively with 
the recent Swedish recovery, only about 
one fifth of it being devoted to that subject. 
Rather it discusses the period since 1914. 
Two quite different subjects are treated, 
the Konjunkturpolitik of the government 
and the development of monetary and busi- 
ness cycle theory in the hands of the Swed- 
ish economists. But that there has been 
more connection between theory and prac- 
tice in Sweden than in most other coun- 
tries has long been known. 

Although during the World War the 
Riksbank was relieved of its obligation to 
buy gold at a fixed price after the governor 
of the bank had conferred with Wicksell, 
Davidson, and Cassel, the bank did later 
buy large amounts of gold; and the econo- 
mists’ advice was not followed so closely as 
some writers seem to believe. Their advice 
about checking the inflation and the ab- 
normal and disturbing increase in exports 
was largely disregarded, and the inflation 
in Sweden was greater than that in Great 
Britain. 

Just what relation there has been be- 
tween government policy since 1929 and 
the theories of the leading economists is 
not made entirely clear, though Mr. 
Thomas believes that the announced policy 
of keeping an index of the price of con- 
sumption goods stable (the official index 
was worked out by Professor Lindahl) is 
“clearly the offspring of neo-Wicksellian 
monetary theory” (p. 190). When the 
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finance minister boldly adopted the policy 
of government borrowing to finance public 
works early in 1933, he expressed approval 
of Professor Myrdal’s theoretical argu- 
ments as presented in a memorandum on 
Budget Policy and the Trade Cycle, which 
document he had published as a supple- 
ment to the budget estimates (p. 208). 

Mr. Thomas believes that in Sweden 
“the experiment of using the budget as an 
instrument of expansionist policy has .. . 
been abundantly justified (p. 213). Stabi- 
lizing the index number for consumption 
goods was not sufficient to bring about re- 
covery, which started only after heavy gov- 
ernment spending began. 

Chapter III contains a good discussion 
of Swedish monetary theory since Wicksell, 
chiefly as represented by the Swedish writ- 
ings of Professors Lindahl and Myrdal, in 
which they have tried to build up a theory 
of economic dynamics. It is interesting 
to notice the extent to which they have 
anticipated many of the arguments pre- 
sented by Mr. J. M. Keynes in his latest 
book. 

Francis A. LINVILLE 

Dartmouth College 


Hazecert, C. Wurm. Incentive Taxa- 
tion, a Key to Security. Pp. xv, 195. 
New York: E. P. Dutton and Co., 1936. 
$1.00. 

This is another by-product of the de- 
pression which suggests the danger of a 
little economics. The thesis is that most 
of our economic problems will be solved 
by increased and continuous production. 
It is assumed that to decrease taxes will be 
an incentive to increase production, and 
that to increase taxes as production de- 
creases, if sufficiently graduated, will be a 
real incentive to maintain a high rate of 
production. Incentive taxation must be 
applied to all producing facilities: money, 
land, factories, kuildings, transportation 
systems, sources of raw materials, capital, 
and one’s customers. The rate of increase 
in taxes as production decreases must be 
sufficient to keep all productive facilities in 
a substantial rate of production. The 
author proposes that property in 70 per 
cent capacity production shall pay present 
rates of taxes. Property operating below 
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7) per cent shall have a rapidly irrreasing 
tax rate that will be double at 50 >er cent 
capacity, and at zero productivity fhe taxes 
will be four times as much. Property oper- 
ating at 100 per cent capacity will say only 
one half its present rate of taxes. If the 
producer misstates his capacity aad finds 
that his customers bring their cemainds 
over his stated 100 per cent production, 
his tax rate will be heavily increased to 
promote honesty in his statement CG capac- 
ity. 

The panacea nature of the bock is re- 
vealed by the suggestions that the proposed 
. scheme of taxation will prevent depres- 
sions; raise the standard of living; lvz the 
problems of economic security, govzrnment 
finance, agriculture, banking, monopoly, 
and the railroads; bring the highest prices 
and highest dividends on stocks; >romote 
tke greatest building and real esta-e boom 
in history; and cause business to be free 
of strikes, and assured of raw neterials, 
capital, and customers who can psy their 
bills. 

Denzexn C. CLINE 

Princeton University 


Logan, Epwarp B. (Ed.). The Aneican 
Political Scene. Pp. viii, 264. New 
York: Harper & Bros., 1936. $150. 


Here are six worth-while essays ia politi- 
cal science, by six well-known teazhe-:s in 
that branch. The editor, Dr. Logn, who 
contributes a suggestive article on: “Earty 
Organization in the U. S.” in his ictrcduc- 
tion declares the purpose of the boek to be 
to present an analysis of the most impor- 
tant forces which determine the ceurse of 
American politics, made by those wao nave 
dene a great deal of thinking and =esearch 
with respect thereto. “Applicable to this 


presidential campaign, yes—but applicable- 


to any presidential campaign and aprlica- 
ble to state and local campaigns. "Why is 
this man placed in public office and that 
one defeated, what efforts are beimz made 
to make the voters act in the desired man- 
ner, why is this policy adopted, taat one 
rejected?” These are questions that are 
of concern to most of us in this dey when 
government as never before has -nvaded 
our lives, furnishing a living to nilLons, 
helping people to have homes, reacEing out 
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further and further to regulate business, 
imposing heavy tax burdens, making us 
ever conscious of its operation. 

In a way, it is to be regretted that the 
kook appeared before rather than after the 
recent presidential election, for we should 
be glad to have the reaction of the con- 
tzibutors to the results of the election. 
Appearing as it did in the midst of an ex- 
citing and bitterly fought campaign, the 
book received less attention than it might 
otherwise have attained, although those 
for whom it was primarily intended will 
soon. discover its value for classroom and 
for general reading. 

It would be invidious to select one essay 
rather than another, for all six are equally 
interesting and equally well done. The 
subjects considered are: outstanding char- 
a2teristics of American political parties, by 
Dr. Holcombe; the nature of the permanent 
party organization, by the editor; the rela- 
tionships between the politicians and the 
voters, treated by Dr. Salter; campaign 
methods used in presidential campaigns, by 
Professor Bruce; the use of money in elec- 
tions, appropriately considered by a Michi- 
gan man, Dr. Pollock; and the rôle of pres- 
sure groups and propaganda, by Professor 
Childs of Princeton. 

One wonders why Professor Pollock 
made no mention of Spencer Ervin’s Henry 
Ford vs. Truman H. Newberry (published 
by R. R. Smith and reviewed in Tue AxN- 
NALS for May 1986), which William Ben- 
nett Munro declared in his introduction to 
the volume “illuminates a remarkable and 
significant episode in American Politics; ex- 
p_ores an intricate problem in constitu- 
tional law; and—does justice.” 

Cuinton Rocers Wooprurr 

Philadelphia 


TARBELL, Ina M. The Nationalizing of 
Business, 1878-1898. Pp. xvi, 3138. 
New York: Macmillan Co., 1936. 
$4.00. 

The editors of this well-known social his- 
tory have accorded to the years 1878-1898 . 
the unique distinction of two volumes, 
Miss Tarbell’s paralleling Professor Schles- 
inger’s on The Rise of the City. Here 
is a factual account, for the most part fa- 
miliar, of the growth of the great in- 
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dustries and their social by-products. 
Through the scene of lustful exploitation 
the author treads gingerly, hesitant in 
judgment, diffident in interpretation, per- 
haps in consecration to historical detach- 
ment. If there is a text, it is the principle 
of Carnegie that the strong man of fore- 
sight and organizing ability was the good 
genius of a salutary national expansion. 
The great consolidations—themselves a 
fruit of democracy, since the brains for 
them “came most frequently from the bot- 
tom rank’—developed a mutual interde- 
pendence in developing the country. In 
the last instance, all depended upon men 
able to furnish large sums of money. 
They improved the condition of all classes 
and created a new feeling of nationhood. 
The people did not properly appreciate 
their benefits. Instead, resentment di- 
rected at the rich man prevented any 
intelligent approach to the social prob- 
lems he created, while the general specula- 
tion and the appalling losses proved 
only that “without a greedy and gullible 
public” the promoters “could not have 
lived.” 

Economy and convenience made con- 
solidation inevitable, says the author, al- 
though earlier she has featured Carnegie’s 
apotheosis of competition as the justifica- 
tion of the strong man. With little resort 
to the evidence of unfair practice which 
crowds the records of courts and commis- 
sions, she observes that “for the fifty mil- 
lion people of the United States it was of 
vital importance that iron and steel be pro- 
duced as cheaply and efficiently as pos- 
sible,” and adds that in 1900 the Carnegie 
interests (operating, be it remembered, un- 
der Frick’s policy of fighting trade unions 
and importing workers from Eastern and 
Southern Europe) made profits of $40,- 
000,000, of which Carnegie’s personal share 
was $25,000,000. Carnegie himself calcu- 
lated the money value of each immigrant 
workman. 

It would hardly be fair to characterize 
the book as a benediction upon “Trium- 
phant Democracy.” The author notes 
that Richard T. Ely taught the Johns Hop- 
kins students that competition was coming 
to an end and that the depressions which 
followed the manipulation of securities 
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enabled accumulated wealth to appropri- 
ate the resources of the Nation. But she 
does not, as might be expected of a modern 
economist, relate the phenomena of inven- 
tions, railroad pools, business reorganiza- 
tions, and the loading of properties with 
fixed charges to the democratic problem of 
production for use. Morgan and Harri- 
man are barely mentioned. Carnegie is 
quoted in a humanitarian outburst after 
the Homestead strike, but nothing is made 
of the evidence, which exists, of the incon- 
sistencies and hypocrisy of his labor pol- 
icy. Is it not important for the reader to 
perceive that the emphasis of the period 
was upon a poverty economy which pro- 
vided money for plants and equipment 
without much attention to the future of 
the domestic market? 

Farmers and workers were fighting 
against economic dispossession by creditors 
and monopolists. The everyday citizen as 
consumer was in only a less precarious situ- 
ation, had he realized it. Miss Tarbell is 
content to represent these causes by the 
superficial arguments of “Coin” and the 
rhetoric of Bryan, rather than by the more 
solid proposals of men like W. A. Peffer, 
John P. Altgeld, and Francis A. Walker. 
Scant justice is done to C. W. Macune. 
Ben Tillman and his up-country farmers 
are nowhere in the book. More merit is 
accorded to “the hard-headed common 
sense of Samuel Gompers” than is revealed 
to many by the troubled history of the 
American Federation of Labor. 

If it is the policy of the editors to detach 
economic and social history from political, 
the result is unfortunate in this instance, 
where the constant clash of sectional and 
class issues with party alignments is so sig- 
nificant. To the reviewer, the “great de- 
bate” on the tariff in 1888 and the ma- 
neuvers of John Sherman over the currency 
are revealing incidents of social history. 
Of them, Miss Tarbell makes no use; but 
she tells us that “McKinley never doubted 
that it (the tariff] alone gave high wages, 
nor allowed himself to consider that these 
wages went only to a comparatively small 
group of workmen.” May the reader 
doubt the undoubting? 

Currron R. Hay 


Princeton University 
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Ascott, Max. Intelligence in Pclities. 
Pp. 280. New York: W. W. Horton & 
Co., Inc., 1936. $2.50. 


Using a full-rounded literary s-yle, lav- 
ish with semicolons, Max Ascoli trill antly 
exposes the position of intelligenc= and in- 
tellectuals in democracy—with special ref- 
erence to the American brand. Intelli- 
gence in democratic politics, he feels, is a 
contradiction in terms. He ascrbes this 
to the fact that emotions and sertiments, 
rather than similarity of rationel princi- 
ples, motivate political actors. Tne Zorces 
cf irresponsible groups plus a pecriiar indi- 
vidualism impinge sufficiently upcn Amer- 
ican democracy to make its course uafath- 
cmable and unpredictable. Intelectuals, 
the “technicians of expression,” ere faced 
more and more with the revelafion that 
“democracy may not be foundec on rea- 
son, may not allow the translajor into 
legal and political mechanisms of what in- 
telligence perceives in society, nay not 
kave as an ideal a growing cap:city for 
knowledge on the part of the mazses” (p. 
€8). It is nerve-racking to the in-ellectual 
that democracy diseducates peosle from 
thinking. 

Having established this thesi., Ascoli 
proceeds to offer some encouragement to 
those who believe in democracy. Perhaps 
within the maze of political cross and rip- 
tides and seeming contradictions lies the 
greatest guarantee of political stability. 
The absence of fundamental urde-lying 
and unifying principles, the lack of political 
focal points, tends to split and diffuse indi- 
vidual and group allegiances ino many 
fragments and channels. Thus. Ameri- 
cans associate themselves with aL manner 
cf social, economic, racial, and cultural 
groups. This dilution of entausasms 
prevents, perhaps, popular concentrations 
tpon irreconcilable sides of econcmi2 and 
political questions, dissipating tc a great 
cegree the prospect ef militan* action. 
National rather than class allegiarce is the 
cutcome—a national allegiance which re- 
frains from choking or engulfing -he indi- 
vidual and which still leaves mom for 
local and group interests and  oyalties. 
Though the capacity of individuals or 
groups to direct or modify the course of 
American political life is restrictec, though 
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“it is almost impossible for Americans to 
zule Amarica; America rules herself” (p. 
139), the very incoherence of the system 
spells a deeper political placidity. In all 
2ases, despite its inexplicability and uncon- 
-rollabili-y, democracy, to the intellectual, 
ts more desirable than its totalitarian alter- 
natives, fascism and communism. ‘There, 
jreedom Jf expression and research is politi- 
vally guided or influenced by theories of 
social fatalism—both of which may throttle 
‘ntelligerce. _ | 

In the closing pages of his book the au- 
thor seeras to modify in some degree his 
earlier pcsition that political intelligence in 
our demceracy is impossible. (It may well 
be that h= is merely adopting a new tack on 
she same course.) Restating his oft-re- 
peated thesis that “there is not a more. 
dificult object of understanding than 
democracy, which is always elusive, where 
events seam determined by everybody and 
nobody and yet appear as a chain of in- 
auman necessity,” he suddenly places the 
blame for all this not on the innate charac- 
zer of democracy itself but upon the intel- 
-ectual: ‘intelligence has refused to com- 
>prehend Jemocratic politics and to accom- 
lish in icself the changes necessary for the 
grasping of it . . . the difficulty of finding 
reasonab.e criteria for direction has resulted 
in pragmatic worship of irrationality” (p. 
259). In the end he supports democracy 
as the pclitical faith which promises most 
“or the irtellectual, but warns that “only a 
watchful intelligence of freedom can make 
democracy human and save freedom” 
Ip. 277). 

It would be grossly unfair and even un- 
wise for the reviewer to hold up a detail of 
reasoning, a generalization, an overstate- 
ment, or a stretched aphorism as suitable 
for criticsm. This book is too valuable to 
attack it for the mere sake of criticism. 
As is nétural in any work based upon 
philosophie thought and conditioned re- 
‘lections, the reader may disagree with cer- 
tain assumptions or conclusions. Since the 
nature os the work makes it difficult to 
“ballast every principle with loads of fact,” 
one may at times look skeptically upon 
eertain zsseverations seemingly at odds 
with accepted political science. Taken in 
‘ts entirety, Ascoli’s book, for its freshness 
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of outlook, its profound thought, and its 
challenge to dust-coated political precepts, 
is a contribution which the reviewer is 
pleased to possess. 
Vernon A. O'Rourke 
St. John’s University 


Tuorrez, Maurice. France Today and the 
People’s Front. Pp. 255. New York: 
International Publishers, 1936. $1.75. 

Fox, Rares. France Faces the Future. 
Pp. 134. New York: International Pub- 
lishers, 1936. $1.25. 


These studies, much alike in material 
and treatment, of the recent evolution of 
France, are written from a frankly “left- 
wing” point of view. Mr. Ralph Fox is a 
British Communistic journalist, and Mr. 
Thorez, whose activities have lately made 
his name familiar, is Secretary-General of 
the French Communist Party. 

Neither author has achieved, or perhaps 
even sought, impartiality or historical ac- 
curacy. These books are, in fact, less in- 
terpretations of France today than efforts 
to explain the origin of the People’s Front, 
and, above all, to justify Communist par- 
ticipation in that hybrid party. Mr. 
Thorez’s position gives his work a claim to 
be considered as a summary of the ideas of 
his party, and therefore it is important. 
Moreover, his terse, realistic style and his 
intuitive understanding of his own people 
place his book above that of Mr. Fox. His 
material, although it is colored by preju- 
dice, is well presented, and while the book 
as it stands is scarcely more than a weapon, 
had Mr. Thorez been a little less of a 
propagandist, he might have made a useful 
addition to our knowledge of France. 

Both books begin by a survey of the 
effects of. the economic depression on 
France. The authors have tried to expose 
the weaknesses, irremediable in their 
opinion, of capitalistic democracy. But, 
though they pomt out certain obvious 
faults, they make many exaggerated or 
even false statements, some of which they 
do not succeed in establishing, while others 
they simply advance as facts, without any 
effort at much-needed proof. For in- 
stance, Mr. Thorez’s declaration that “the 
feudal lord of the manor” has been “rein- 
stated in the ownership of his lands” does 
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not at all follow from the meager data 
which he gives us, and is extremely start- 
ling to those who know rural France. Mr. 
Fox, too, when he tells us that French na- 
tionalists are “pro-Italian to a foolish de- 
gree,” will cause surprise to familiars of 
the nationalist milieux. On the whole, 
however, even these advocates of prole- 
tarian dictatorship portray, perhaps invol- 
untarily, a France which is a composite 
society, where peasants, industrial workers, 
and “petty bourgeois” are still more or less 
in equilibrium. 

One wonders whether it is unconsciously 
or of set purpose that these men betray at 
times an almost democratic tendency to 
consider the wishes of the people. Mr. 
Thorez, although he says that the number 
of small landowners is diminishing, seems 
even to care for peasant opinion, and this 
is highly suggestive. It explains certain 
aspects of the evolution of socialism in 
France, and helps us to understand why 
the French Communists are today allied 
with a party which includes those defend- 
ers of individualism and private property, 
the Radical-Socialists. 

In order to prove the necessity for estab- 
lishing a People’s Front, Messieurs Fox and 
Thorez are determined to prove the exist- 
ence of an immediate fascist menace in 
France, and it is here that they show them- 
selves at their worst. The fact is that 
the French conservative parties, while 
they are still highly vocal, are actually in 
a state of semi-collapse, and their weak- 
ness was almost painfully evident last sum- 
mer. The dreaded “Fascist” Leagues 
which had been made into a bugaboo were 
dissolved without a struggle, and their re- 
portedly vast stores of arms have never 
come to light. Mr. Fox and Mr. Thorez 
have therefore been hard put to it to estab- 
lish the reality of a fascist peril, and have 
often had to resort to mere irresponsible 
gossip. Moreover,in speaking of their en- 
emies they seem to lose something of their 
clearsightedness. Thus, Mr. Thorez (who 
must know better) lumps the Croix de Feu, 
the Action Francaise, the Francists, and 
the Jeunesse Patriots together—an ar- 
rangement convenient for purposes of prop- 
aganda, but which bears little relation to 
reality. He flatly denies the well-known 
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jealousies and hatreds which actuzlly sep- 
arate these rightist groups; yet th= inabil- 
ity of the French conservatives © unite, 
even in the face of peril, is axiomacic. He 
is also curiously inconsistent, for tbough 
he denies all ability to the leader of zhe erst- 
while Croix de Feu, and says thaf tke or- 
ganization never numbered more than 200,- 
000 men (while Fox concedes them 700,- 
000 members), he assures us in he very 
same paragraph that they are extremely 
dangerous! 

The best part of each book is that which 
dzals with the aims and the program of the 
People’s Party, as seen from the Commu- 
nist standpoint. Here there is mach that 
is valuable and instructive. It is evrious 
to compare the platform of the People’s 
Front, which is remarkably like zhe New 
Deal in many ways, with the mt=h more 
subversive aims acknowledged by ~he Gen- 
eral Confederation of Labor (C. G. T.). 
How can these programs be recone lec, and 
which will prevail? Mr. Thore’s own 
ideas, as expressed to a group of jourralists 
on May 6, 1936 (just after the gen=ra! elec- 
tions), form the conclusion of Mr. Fox’s 
book. While they advocate a frankly 
“soak-the-rich” policy, they are less alarm- 
ing than might have been fearec from a 
revolutionary Communist. 

Unfortunately, the tone of these >00ks 
often verges on the abusive. For mstance, 
Mr. Fox tells us that “Renegade’s progress 
is almost the law of French political evolu- 
tion,” and refers to the former prefect of 
police as “cunning Chiappe”; waile Mr. 
Thorez speaks of LaRocque as a “panto- 
mime director,” and says that he hes the 
“manners and speech of a corporal” Such 
remarks would appear mild in £ French 
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place in works which pretend to t> serious 
and objective. There is a great cearth of 
material in English on French inf2rmal af- 
fairs, and these books, in spite of their rev- 
clutionary tendency, might have seen use- 
ful had they been more conscientiously 
written and more reliable. As if is, they 
contain so many unjustifiable statenents as 
to destroy their authority and make them 
works of propaganda, not of histcy. 

A severe but just criticism of tae politi- 
cal and social policies of French pcstwar 
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governments might be made without over- 
stepping -he bounds of fact, and such a 
study might be enlightening. It cannot, 
however, be expected to come from the 
pens of men whose object is not to improve 
but to destroy the democratie structure. 

CHARLOTTE T. Murer 

Barnard College 


Reynos, Greorcm M. Machine Politics 
in New Orleans, 1897-1926. Pp. 246. 
New York: Columbia University Press, 
1936. $3.25. 


This bcok is largely a discussion of the 
career of -he late Martin Behrman, mayor 
and political boss of the city of New Or- 
leans. Considerable attention is paid to 
the economic and social background of the 
Choctaw machine of which Behrman was 
the leader for so long a period. The ac- 
count is yell documented and is presented 
in a sympathetic manner. It furnishes a 
good setting for a study of the Huey Long 
machine which was being assembled at the 
time of B2hrman’s death. 

The au-hor claims that political methods 
in the metropolitan region of New Orleans 
differed from those of northern American. 
metropolizan communities during the pe- 
riod under discussion, in that the boss was 
willing ancl anxious to assume responsibility 
by running for mayor of the city. How- 
ever, Behrman was not unique in this re- 
spect. Ames of Minneapolis, and Thomp- 
son, Cermak, and Kelly of Chicago, were 
all mayors and bosses at the same time. 
According to the author, another difference 
to be observed in New Orleans was the ab- 
sence of large-scale graft from the city 
treasury. Here again it should be pointed 
out that there have been benevolent bosses 
in some rorthern cities, such as Boss Ald- 
ridge of Rochester, New York. 

The study adds valuable material to the 
growing kody of data regarding city politics 
in the United States. Reynolds evidently 
finished kis manuscript before the reports 
eof Salter and Kurtzman on Philadelphia 
and of Pel on New York were available. 
As compered with these other studies, Rey- 
nolds has given a more generalized picture. 
His book lacks the human interest stories 
of precinct workers which Salter gives, the 
statistics furnished by Kurtzman, and the 
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minute description of the social activities 
of the machine presented by Peel. 

In his analysis of Behrman’s leadership, 
Reynolds shows that he lacks general ac- 
quaintance with the rapidly expanding and 
confusing mass of theories regarding per- 
sonality. He fails to mention some facts 
regarding Behrman which would be of in- 
terest to students of man as a political ani- 
mal. Behrman’s early life, his medical 
history, his reveries, and his motivation are 
hardly touched upon. 

Reynolds could also have furnished a 
few maps, some ward figures, some statis- 
tics regarding the number of public em- 
ployees, and other quantitative data of in- 
terest to those in comparative urban poli- 
tics. 

The last chapter of the book gives an 
excellent summary of the entire work and 
is heartily recommended to the hurried 
reader, 

Haroip F. GOSNELL 

University of Chicago 


Bowers, Crauoe G, Jefferson in Power. 
Pp. 538. Boston: Houghton Mifflin Co., 
1936. $3.75. 

No biographer now practicing his arts is 
more adept than Claude G. Bowers at mak- 
ing the past come alive and satisfying our 
sense of verity. In his latest work, Jeff- 
erson in Power, he has displayed this talent 
to a superlative degree. Under his magic 
touch, the record of Jefferson’s presidency 
is no longer a matter of fleshless words on 
clammy paper, but a lusty tale, suffused 
with passion and reality, as thrilling as a 
melodrama, as real as though the reader 
were reliving his own memories. With 
consummate skill, Mr. Bowers has endowed 
men and events long vanished with all the 
carnal juices of contemporaneousness. 

It is the author’s bad luck that history 
is no mere business of telling a good story. 
An authoritative work in this field must 
display the austere virtues of the scholar, 
the editor, and the judge, as well as the 
more amiable ones of the novelist. The 
biographer must be thorough, he must have 
a sixth sense of selection, and above all he 
must be impartial. It is only in the last 
of these that Mr. Bowers fails us, but here 
his shortcomings are exceedingly great. 
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The fellow is a born partisan. The pas- 
sions he portrays so vibrantly for us he 
feels himself, full and running over. He 
loves and hates with his whole heart. To 
him Jefferson is a paragon, his principles 
one with eternal truth. Conversely, the 
taint of brimstone overhangs even the most 
obscure of his opponents. They are in- 
capable of honest deeds, and think no de- 
cent thoughts. Mr. Bowers offers a nar- 
rative in unmixed black and white, which 
cannot conceivably be accurate. 

Perhaps the most revealing instance of 
this bias appears in the author’s handling 
of the Aaron Burr treason trial. With all 
its controversial features, this case is 
surely no longer a moot one. The historian 
ought to present the evidence and the ar- 
guments on both sides, without permitting 
passions now long dead to influence him. 
In this Mr. Bowers has failed signally. 
He has been as much the prosecuting at- 
torney as though the case were on the cur- 
rent docket. He is even more partisan on 
the one side than McCaleb is on the other. 

By reading motives into witnesses which 
must forever remain in doubt, by endow- 
ing such dubious individuals as Eaton, Wil- 
kinson, and the Morgans with an intelli- 
gence and an honesty of purpose to which 
they are not entitled, by magnifying the 
importance of certain evidence and sup- 
pressing some entirely, by all the arts of the 
trained advocate, Bowers has contrived to 
make Burr the complete traitor and 
Jefferson the perfect patriot-—conclusions 
which informed students are hardly pre- 
pared to concede. 

Lest I be accused of generalities, let me 
give a specific instance of Bowers’ special 
pleading. No event during Burr’s trial for 
treason has aroused more disagreement 
than the prisoner’s demand that Jefferson 
be subpcenaed to come in person and to 
submit certain documents. Bowers has 
made out an excellent case for the Presi- 
dent’s unwillingness to appear himself, but 
completely ignores his refusal to produce 
papers from the government files which, so 
Burr claimed, were needed for his defense. 
Indeed, Wandell and Minningerode (whose 
life of Burr is not even listed by Bowers) 
quote from Burr’s indorsement on the sub- 
poena sent Jefferson to the effect that “the 
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transmission to the Clerk of this Vourt of 
the original letter of General Wilkinson and 
of copies duly authenticated of tne other 
papers will be admitted as sufficien: observ- 
ance of the process without the personal at- 
tendance of the persons therein named.” 

It is a pity that one so eminen ly fitted 
as is Mr. Bowers for historical writing 
“should permit his personal prejrdices to 
run away with him. 

ALPHONSE B. Misr 

Philadelphia 


Poace, Grorce Rawiines. Hesry Clay 
and the Whig Party. Pp. 295. Chapel 
Hill: University of North Carolina 
Press, 1936. $3.50. 


Evidently by design, Dr. Poage has con- 
fined himself to giving in deta all the 
political maneuvers in which Heary Clay 
took so decisive a part between 1840 and 
his death in 1852. 

The intrigues which dictated che Whig 
presidential nominations through our cam- 
paigns; the plots and counterplcts which 
marked the last attempt to estzblish an 
United States Bank, doomed to -ailure by 
Tyler’s veto; the vast skirmishing which at- 
tended the Compromise of 1850—all these 
are related with commendable mmuteness, 


with an acute understanding of how a poli- 


tician’s mind works, and with an apundance 
of patient research. 

Yet one catches here only tke pettier 
motivation, and misses entirely -he grand 
passions which overcast the entre period, 
as a people with a common heritage slipped 
inevitably toward disunion. In detail we 
Jearn what was connived to win Senator 
So-and-so’s vote for a particuler bill, or 
what strings were pulled to tie such-and- 
such a state to a particular zandidate. 
But why all this pother seemed so impor- 
tant, why tempers flamed and tae Nation 
was perpetually on edge, this we must gain 
from other sources. e 

Dr. Poage has added much tc otr store 
of information concerning the minor as- 
pects of the period and the man For this 
we owe him a debt of gratitude He has, 
however, given us nothing new about the 
larger implications which suffased these 
years, the febrile prelude to civil war. But 
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I believe he has done all he set out to 


_ do. 


ALPHONSE B. MILLER 
Philadelphia 


Loucks, Emerson H. The Ku Kluz 
Klan :n Pennsylvania. Pp. vii, 218. 
Harrisburg: The Telegraph Press, 1936. 
$2.00. 


In this monograph the recent Ku Klux 
Klan movement is presented as a chapter 
in the history of American nativism. The 
>ackgrocnd for the study, therefore, is 
=ound in the anti-Catholic and anti-for- 
eign agitation of the 1830’s and 1840's, the 
Know }othings of the 1850’s, and the 
American Protective Association of the 
1890's. 

At the time of the World War, a re- 
vival of nativism took place. It was 
largely ky chance that it originated in the 
South, “where a movement at first pri- 
marily concerned with ‘white supremacy’ 
was gralually broadened out to include 
all the tenets of the older nativists move- 
ments and some new ones as well.” The 
founder of the new movement was Wil- 
liam Joszph Simmons of Atlanta, Georgia, 
under whose inspiration the new Ku Klux 
Klan sought to reénact the dramatic scenes 
of the organization that had appeared after 
the Civl War and from which the new 
order teok its name. 

The crganizers of the Klan began their 
work in Pennsylvania in 1921. The or- 
ganization in the State reached the peak 
of its numerical strength in 1925, when the 
leaders claimed an approximate member- 
ship of 300,000, although actual member- 
ship mast have been much less. From 
1925, tke decline was rapid. 

The author has carefully analyzed the 
ideas ard beliefs upon which the movement 
was btilt. The political, religious, and 
educational activities of the Klansmen in 
Pennsy. vania, as well as the unfortunate 
conflicts into which their activities often 
Jed them, are clearly depicted. The ex- 
cesses cf the order that blackened its rep- 
utation are found to be due to a “combina- 
tion of unscrupulous leaders and of uned- 
ucated, credulous, shortsighted Klansmen 
craving excitement.” 
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The study is based in large part upon in- 
terviews with Klansmen, ex-Klansmen, 
ministers, school officials, newspaper edi- 
tors, and others. Answers to question- 
naires and letters also supplied information. 
Since the study is on a very recent topic, 
the criteria that would generally apply to 
historical research cannot in fairness be 
applied here.’ The bibliography is good. 


The question arises, however, as to whether © 


a survey of newspapers would have been 
worth while in order to reveal the attitude 
taken by editors in different sections. 
Even in many small communities, coura- 
geous editors boldly condemned the ex- 
cesses of the Klan. 

The work is approached from a scholarly 
point of view and is well written. The 
author presents a careful study of the new 
Ku Klux Klan, which for a decade forced 
itself upon public attention in a variety of 
ways—by burning crosses on hillsides, by 
announcing its meetings with exploding 
bombs, and by attempting to execute sum- 
mary justice when the law did not apply 
or where it was slow. He has placed the 
movement in its true perspective as a phase 
of the larger history of American nativism. 

ARTHUR C. Brnine 

University of Pennsylvania 


WHITEMAN, Lurser H., and SAMUEL L. 
Lewis. Glory Roads: The Psychologi- 
cal State of California. Pp. x, 267. 
New York: Thomas Y. Crowell Co., 
1936. $2.00. 


No other section of the United States has 
been so rich in political inventiveness as 
California. During the recent depression 
the Middle West was notably sterile. 
Prophets did not arise in Llinois, Indiana, 
Qhio, or even Iowa. Heroes came from the 
East, including Detroit, the South, and the 
Far West: novelties came from California. 
What is there about the social structure 
of the State which has contributed to this 
extraordinary effervescence? 

Authors Whiteman and Lewis have told 
a straightforward story of depression 
movements, although the book does little 
more than whet one’s appetite for more 
systematic study. Here one learns some- 
thing about the two divisions of Technoc- 


215 


racy, Utopia, Townsendism, Coöperation, 
“Bartering and Reciprocal Economy,” 
“Tradex,” and EPIC. 

To some extent it is possible to localize 
the appeal of these movements. The au- 
thors' report that the Continental Com- 
mittee (Harold Loeb) appealed to college 
graduates and experts in urban Los An- 
geles; Technocracy, Inc. (Howard Scott) 
went stronger in the suburbs. Utopia 
(founded by Eugene J. Reed) was sup- 
ported by the middle aged; Dr. Townsend 
(who is presented principally as a racke- 
teer) won the aged; Sinclair’s EPIC fired 
the imaginations of youth and young man- 
hood. We also learn that the codperatives 
of northern California flourish among farm- 
ers or citizens of small communities who 
were exploited during prosperity, while co- 
operatives in southern California are re- 
cruited from depression sufferers. Prod- 
ucts extracted from the soil formed the 
basis of barter among the unemployed of 
northern California; processed goods and 
services figured among the barter econo- 
mies of southern California. 

The only general conclusion drawn is 
that all the movements point toward 
greater regimentation, and that this points 
toward potential fascism. 

I want to register a complaint against 
the slovenly publication of this book; after 
page 199 the pages appear in wild disorder. 

Harow D. LAsswELL 

University of Chicago 


Grecory, Cuares O. Legislative Loss 
Distribution in Negligence Actions. Pp. 
xiii, 200. Chicago: University of Chi- 
cago Press, 1936. $2.00. 

There has been a growing dissatisfaction 
for years among the bench, the bar, and 
laymen as well, concerning the unsatisfac- 
tory results of litigation in negligence ac- 
tions. As the machine age speeds onward, 
the problem becomes more complicated and 
the results less satisfactory. Gregory, un- 
like so many of our porfession, has not been 
content to sit by idly and bemoan the 
dilemma into which both courts and legis- 
latures have immersed the law. He has 
courageously proceeded to plow what has 
been heretofore practically unbroken 
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ground; but not without first promerly pre- 
paring the soil. 

The author, after careful analysis, 
demonstrates that not only do zompara- 
tively few accidents result from: tke sole 
negligence of one party, but that feq ently 
two, three, or even more persons rave Con- 
tributed to the causation. If ths be so, 
then both common sense and justice would 
seem to dictate that the resuiting loss 
should be apportioned among those at 
fault. In this the law has Eopslessly 
filed, as is evidenced by the germrally ac- 
cepted dogma of contributory eeghgence 
ameliorated by the introduction of the 
principles of “gross” negligence ard the 
“last clear chance” rule. A few states have 
attempted to apportion the lose between 
p-aintiff and defendant by legishting the 
doctrine of comparative negligenc=. These 
statutes, the author demonstrates, fall far 
short of solving the problem, particularly 
where the question of contribution between 
joint tortfeasors is involved. 

Having established the premise that the 
lew does not afford a solution to the prob- 
lem, the author proceeds to suggest 2 rem- 
edy. Such remedy, in his opinion, ean re- 
sult only from legislative action whereby a 
s7stem of loss distribution based cpo2 com- 
parative negligence and contrikution þe- 
tween tortfeasors is established. He pre- 
sents the proposed statute and discusses in 
clear and concise language the reasons for 
the necessity of each section. 

It is quite evident that the aatbor not 
only is thoroughly familiar with the prob- 
lem, but in addition has applied the results 
of his searching analysis towarc its solu- 
tion. It is unfortunate that the fruits of 
bis work are handicapped by the &tle which 
be has given to the book, but the subject 
matter is such that one is at a loss <o sug- 
gest a more attractive one. The- contents 
af the book recommend it to the 2orsidera- 
tion of those who af interest=d in the 
problem of properly placing tke loss in 
negligence cases where it should fall. 
Legislative reference bureaus and drafting 
committees particularly will find it a well- 
documented and carefully prepared aid to 
them in their work. | 

JOHN B. ASERSoLD 

University of Pennsylvania 
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INTRODUCTION 


Any volume which contains in its 
title the much used word “‘codperation” 
should begin with a definition of the 
type of codperation which is to be dis- 
cussed. This volume is devoted pri- 
marily to consumers’ coöperation, that 
is, the conduct of business or other 
types of enterprise by consumers organ- 
ized on Rochdale principles. Dr. War- 
basse’s article “Basic Principles of Co- 
operation” gives a discussion of these 
principles, so that further comment 
here is not necessary. However, it 
may be well to point out at this time 
certain types of codperation which are 
not comprehended under consumers’ 
coöperation. 

Where a group of persons act to- 
gether to obtain a result which would 
be difficult or impossible for them to ob- 
tain individually, the organization is 
often referred to as a coöperative one. 
Thus we meet in this country a coöper- 
ative farm experiment, which might 
otherwise be defined as an experiment 
in the relief of sharecroppers; a recent 
book refers to the coöperation found 
on certain farms in Central America, 
which is basically a coöperative work 
group technique carried over from 
African custom; another recent book 
defines coöperation in such a way that 
where a group of citizens join together 
in an attempt to have a pure food law 
enforced, such action is referred to as 
coöperation. Other examples could be 
cited extensively: some writers define 
coöperation in such manner as to in- 
clude most non-profit organizations as 
coöperative enterprises. In the great 
group of miscellaneous coöperative 
types of action, which these examples 
illustrate, we are not interested here. 

An extremely important form of co- 
operation which should be singled out 
for separate discussion is producers’ co- 
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operation. This usually refers to an 
organization of producers the purpose 
of which is to market the goods pro- 
duced by its members. Such coöpera- 
tives are often met in agriculture and 
are concerned with the marketing of 
farm products. 

Producers’ coöperatives are frequently 
associated with consumers’ coöpera- 
tives. One of the reasons for this is 
that producers’ coöperatives are pri- 
marily interested in one aspect of in- 
creasing the real income of their mem- 
bers: by selling the members’ products 
at as high a price as possible. Another 
method of increasing real income is by 
lowering the costs at which members 
purchase goods and services for per- 
sonal and business use. It is thus logi- 
cal that an organized group of farmers 
should seek to expand its producers’ 
coöperative to include consumers’ co- 
operation. This does not, however, 
mean that consumers’ coöperation is 
part of producers’ coöperation or of any 
agricultural movement. It simply im- 
plies that consumers’ coöperation may 
be a valuable tool in achieving the ob- 
jyectives of certain organized groups. 

Fundamentally there appears to be 
a basic conflict between producers’ and 
consumers’ codperatives. Producers’ 
codperatives wish to sell at the highest 
price possible; consumers’ codperatives 
wish to buy at the lowest price possible. 
This conflict may or may not be of im- 
portance; men active in producers’ 
codperatives hold opposing views. 


Producers’ and consumers’ codpera- 
tives are sometimes associated because 
each may contribute to an increase in 
the real income of organized agricul- 
tural or other groups. The same argu- 
ment holds true for labor. Most labor 
organizations exist primarily to increase 
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the real income of their members. Al- 
though most of the emphasis hæs been 
placed on increasing the income from 
the activities of their members zs pro- 
ducers, nevertheless there appears to 
be an increasing interest among labor 
groups in attempting to improse the 
real income of their members bs con- 
sidering their status as cons mers. 
But just as there appears to be a “unda- 
mertal conflict between producers’ and 
consumers’ codperatives, so here there 
appears to be a fundamental contlict 
between consumers’ codperatives and 
labor; for labor is interested primarily 
in obtaining the highest wages for its 
product, whereas consumers’ ccSpera- 
tives are interested in paying the mini- 
mum for the goods and services which 
thev require. 

Consumers’ coöperation may =ppeal 
to agricultural and labor groups be- 
cause it may benefit members of these 
groups. Likewise consumers’ ccdpera- 
tior may appeal to other groups—re- 
ligious and political for exampk&—be- 
cause its principles seem to approximate 
or accord with those of such groups. 
As a result, consumers’ coöperation is 
frecuently considered associated with 
the agricultural or labor movements, 
with the Church, or with a particular 
political party. Actually, the -eaders 
af coöperation in the United States are 
careful to point out that it is eosmo- 
politan in character, existing ammg all 
types of groups but tied exclusiel¥ to 
none. 

Consumers’ coöperation has keen 
widely discussed during the lat few 
years. An appreciable portion vf this 
volume is given over to a discusion of 
the present status and prospects of 
consumer coöperation in the Jnted 
States. The question naturally arises: 
Why have consumer coiperatives not 
developed sooner in this country> Dr. 
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Willard L. Thorpe, director of eco- 
nomic research of Dun and Bradstreet, 
Inc., has presented an answer to this . 
question in the following quotation, 
which is cited here for the benefit of 
the reader who wishes to read the en- 
suing articles from a critical viewpoint: 

First, the American purchaser is not a 
very careful buyer. The relatively low 
wages of Europe have made pennies impor- 
tant. In this country, the leadership 


which would presumably come from skilled ` ` 


workers is not so concerned with small 
savings. 

Second, the consumer rather likes our 
present stores. ‘They are attractive and 
he enjoys the variety of goods which they 
offer. He does not resent advertising be- 
cause he feels that it pays for his radio 
entertainment, his newspaper, and his Sat- 
urday Evening Post. He does not feel that 
the storekeeper is making a large profit; 
the chain looks after that, so the margin for 
patronage dividends would be small. In 
Sweden, the codperatives developed as a 
defense against monopolies. Their first 
great victory was over the margarine cartel. 
The same spirit has motivated the gas and’ 
oil codperatives in the Midwest. But 
there is no such general feeling with regard 
to other areas in our economic system. 

Third, even if the incentive were present, 
we are not a sufficiently stable people. 
Not only are communities made up of most 
unlike citizens, difficult to weld into a single 
organization, but we move about so much 
from place to place as to disturb any at- 
tempt to establish a permanent and respon- 
sible organization, in terms of groups. 

Fourth, most people are still entirely ig- 
norant of the nature of the codperative 
movement. ‘There is no outstanding lead- 
ership, no promoter to give the necessary 
impetus. Individual enterprise springs up 
through the decision of one man. The 
organization of a codperative involves 
spreading the enthusiasm among a large 
number. 

Fifth, consumers are not skilled business 
managers, nor have codperatives shown any 
great concern over getting, or even being 
willing to pay for, competent management. 
Therefore, many will regularly collapse, 
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thus casting disrepute or the entire move- 
ment. 

And sixth, public policy and tradition 
are established in terms of a system of com- 
petitive and private enterprise. Defense 
of existing investment and of individual 
enterprise will strongly support the present 
system. Group activity in the United 
States has always made much less progress 
: than in Europe, especially when it comes 
into conflict with that body of ideas which 
is covered by the broad term “individual- 
ism.” 

You can place your own emphasis on the 
six factors listed above, and perhaps add 
others. But regardless of the explanation, 
the fact remains that the progress of the 
movement has been slow in this country. 


ENCOURAGING FACTORS 


Now to consider the factors on the other 
side, those which may forecast a rapid ex- 
tension of consumer codperatives in the 
nearfuture. ‘The argument against further 
development was that the usual American 
is not a careful buyer. In reply, it is argued 
that the pressure of low wages and unem- 
ployment has changed that picture. With 
the conceivable prospect of rising prices in 
the future, it is possible that the average 
consumer will find it necessary to concern 
himself with every real or fancied opportu- 
rity to economize. 

The second argument was that the con- 
sumer is fairly well satisfied with present 
retail outlets, and that the opportunity for 
patronage dividends from present retail 
Margins is not great. The defenders of the 
codperative flatly deny this contention. 
They cite evidence of a rapid development 
af consumer consciousness as indicated by 
subscriptions to special consumer services, 
the extraordinary sale of books discussing 
the character of commodities and marketing 
methods, the placing of these problems on 
women’s club programs and various other 
indications of the abandoning of a passive 
rôle by the consumer. They argue that 
present tendencies in industry, with the in- 
tensive competition to corral the consumer’s 
dollar, act to aggravate and increase wastes 
and antisocial practices. This new attitude 
will provide fertile soil for the development 
of consumer coéperatives. 


On the point of efficient management, 
they argue that that lesson has been learned, 
that the movement is sufficiently estab- 
lished to be developing a competent per- 
sonnel within itself, and that such organiza- 
tions as the Consumers’ League will develop 
and maintain efficient operating standards. 


Certain omissions from this volume 
should be noted. There is no dis- 
cussion of the legal aspects of con- 
sumers’ coöperation, a topic which may 
be prominent in the near future. A 
model cotperative law is being drafted 
and will soon be submitted to organiza- 
tions in the various states, to be pushed 
in the state legislatures. A second 
omission is a discussion of the quality, 
and the representations of the quality, 


of the goods sold by consumers’ co- 


operative enterprises. Some writers 
believe that from a pecuniary point of 
view persons join codperatives (1) be- 
cause of the savings and (2) because 
they feel that they have a definite 
knowledge of the quality of goods sold 
to them. “Aside from taking profit 
out of price, the strongest co-op appeal 
is quality . . . the buyer knows pre- 
cisely what he is getting.” <A third 
omission is a lack of any discussion of 
the relationship between mutual organ- 
izations, such as mutual insurance com- 
panies, and consumers’ codperatives. 


The report of the Inquiry on Codper- 
ative Enterprise in Europe, the mem- 
bers of which were appointed by Presi- 
dent Roosevelt last year, has recently 
been completed although it has not 
been published at time of going to 
press. This report was released after 
most of the manuscripts of this volume 
had been received, hence there are but 
few references to it in this volume. As 
its title implies, it is devoted almost 
entirely to cojperatives in Europe and 
gives an extensive and effective dis- 
cussion of these. Contrariwise, this 
volume is devoted primarily to cotper- 
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atives in this country. Consequently 
the report of the Inquiry and this vol- 
ume are in a sense supplementary to 
each other. 

The report of the, Inquiry, devoted 
as it is primarily to European coöpera- 
tives, serves to emphasize a question 
often raised: Is European experience a 
guide to future American experience so 
far as coöperation is concerned? No 
attempt at an answer to this question 
is made in this volume, but it may be 
mentioned that a report, issued this 
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year, of a committee appointed by the 
Swedish Government to investigate 
certain questions of population states 
that more than half of all wage earners 
in Sweden earn less than £50 a year. 


It is a pleasure to acknowletlge the 
assistance of many persons ih the 
preparation of this volume, and\ par- 
ticularly the aid of Mr. E. R. Bowen, 
general secretary of the Codperative 
League of the United States. 

J. G. BRAINERD 


An Introduction to the History of Consumers’ 
Codperation 


By James C. DRURY 


HE significance of coöperative 

economy is by no means easy to 
interpret or evaluate. So much has 
been written upon coöperation by 
writers with divergent viewpoints that 
great care must be used im any at- 
tempt to define their interpretations. 
This situation is due in large part to 
the nature of democracy itself. Free, 
open expression is an essential part of 
the democratic process. Without this, 
the development of intelligent citizen- 
ship or membership is impossible. As 
Dr. Horace Kallen points out, the 
strength of democracy lies in the or- 
chestration of individual differences. 
In this process many false starts may 
be necessary before a sound, practical 
program can be developed out of the 
democratic attempts to put into prac- 
tice theories or plans which happen to 
possess a popular appeal. Because an 
idea is popular, it does not necessarily 
follow that itis sound. It is this that 
makes difficult an evaluation of demo- 
cratic action. 


ADAPTATION OF COOPERATION 


Inasmuch as coöperation is a demo- 
cratic and voluntary form of associa- 
tion and knows no limitations of color, 
race, or creed, any group may ap- 
ply the principles of codperation to 
its own problems. Naturally, some 
groups will have major interests other 
than coöperation. They may even 
look upon their codperative merely as 
a means of furthering their other in- 

. terests. Some of these other ideas 
Nay be so popular in a group that they 

afe frequently mistaken for the ideals 
or goals of coöperation itself. Since 
each group is bound to inject its par- 


ticular characteristics into any cooper- 
ative activity which it may launch, 
considerable care must be exercised in 
order to distinguish between circum- 
stances under which coöperation ex- 
ists and the essence of codperation 
itself. 

The popularity of trade unionism 
among British codperators and the fact 
that the working classes are the back- 
bone of the British codperative move- 
ment might lead one to the con- 
clusion that consumers’ codperation is 
but a part of the labor movement. 
The strong socialist tendencies of one 
branch of the Belgian codperative 
movement might give the impression 
that coöperation is but a stepping- 
stone to an ultimate socialist state; 
while an analysis of the other branch 
of Belgian coöperation, organized by 
those who oppose such socialistic tend- 
encies and sponsored by religious 
groups, especially the Catholics, might 
leave one with a totally different im- 
pression. The large farmer member- 
ship of the codperatives in Denmark, 
on the other hand, might easily leave 
the impression that. coöperation is 
largely a farmers’ movement. Fi- 
nally, a study of the “trust-busting” 
cooperatives of Sweden might be mis- 
interpreted to mean that the destruc- 
tion of all private business is the co- 
operative goal. 


e 
WORKER-OWNED PRODUCTION 


Ever since the days of the Rochdale 
pioneers, to whom the consumers’ co- 
operative movement traces its source, 
individuals and groups have at- 
tempted to fit coöperation into their 
preconceived pattern of the future. 
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In the early days of coöperation in 
Great Britain there were thæe who 
meintained that the workers should 
own the factories and mines an £ co- 
ov2rative basis and that the constmer 


societies should purchase the p-oducts : 


thus produced. The plan wa: popu- 
lar among the members beczuse of 
their strong pro-labor sympathies. 
In spite of the wise counsel cf some 
who saw that the guarantee of a mar- 
ket at prices determined by tie pro- 
d-izers was not conducive to the ef- 
ficient operation of either these plants 
or the codperative societies, the plan 
was put into operation. 

ıt was soon discovered that the as- 
surance of a market gave tle pro- 
ducers a false sense of securicy and 
caused them to let down in their 2on- 
stant striving for higher quality at 
lover costs. The consumer sacieties 
focnd that they were paying higher 
prices than they would have to pay in 
the open market for similar goods, and 
ware at a competitive disadvanzage 
when marketing such goods to theit 
' members. Nevertheless, the sympa- 
thizs of the members were all fer mak- 
ing the plan work, and it was nct until 
many of the consumer societies were 
‘financially unable to continue te make 
loans to and investments in tiese 
worker-owned plants that th2 plan 
was dropped. Some of these ventures 
failed; others were taken over Dy the 
ecrsumer societies and are bemg op- 
erated successfully. A few of these 
wor-ker-owned ventures, wher they 
-became free of the debilitating irflu- 
. ence of a guaranteed market, im- 
preved their operations, and to the 
present day are competing s1ccess- 
fulky for markets for their prodacis. 
- The early pages of coöperatire his- 
tory are full of just such expeziences 
as zhe above, but out of these =xperi- 
ences has developed the practical 
idsalism which is the foundation of 


consumers coöperation. It is in this 
[ght tha: one should approach the his- 
tory of œöperation. 


INDIVIDUALITY 


Before one proceeds very far in such 
a study, zertain fundamental qualities 
of coöperation will become apparent. 
I wish tc discuss three of these. The 
first is the individuality of consumers’ 
codperation. Codperation is anevolv- 
ing schocl of economic thought which 
has been developing these past ninety- 
odd years in theory as well as applica- 
tion. The father of the codperative 
school is the late Charles Gide, the 
French economist. He has received 
world-wile recognition as an economic 
historian. His History of Economic 
Doctrines, written in collaboration 
with Professor Charles Rist, is the 
standard work in that field. His con- 
temporanies, while admitting his en- 
cycloped-c knowledge of their schools 
o? thougat, have studiously avoided 
any recognition of the man’s own es- 
pousal of coöperation. 

Gide’s point of view, as expressed in 
his writirgs, is that codperation is not 
the stepchild of any other social or 
eeonomic movement, but has its own 
individuality. 

The codzerative school has the same gen- 
eral aim as the classical liberal school: an 
abundance of wealth, cheapness and all ap- 
propriate measures for giving maximum 
satisfaction to each individual. It accepts 
all the mein principles and all the chief 
laws of classical political economy. It þe- 
lieves in liberty and does not wish to reach 
its goal by any other means than voluntary 
associatior among men of good will. It de- 
sires the fewest possible regulations. 


On the other hand, 


ecéperators cannot believe that the law of 
supply anc. demand is sufficient in itself-to 
guarantee the just price, or that competi- 
tion, even .f unfettered, can bring profits to 
a reasonahde level, or that conditions auto- 


Aw Intropuctrion to History or Consumers’ CoOPERATION 3 


matically tend toward equality. When 
they consider what happens in the world, 
they see conflict much more frequently 
than harmony. Coöperators mistrust the 
spirit of competition. 


They believe the interests of the indi- 
vidual must be combined with the in- 
terests of the community. 

Professor Gide finds in coöperation 
much in common with the Liberal So- 
cialists up to 1848, even though the 
Socialists started with a preconceived 
and Utopian plan for the reorganiza- 
tion of society. The codperative 
school does not have a plan for reor- 
ganizing society, but as believers in 
the inevitability of gradualness, they 
base their theories upon the results of 
coéperative practice and limit their 
aspirations to a steady extension of 
membership in codperative societies. 
In spite of this difference in approach, 
both the Liberal Socialists and the co- 
operative school stressed the need for 
rationalization of society, but “never 
demanded the expropriation of the 
possessing classes or of capital already 
acquired.” 

On the other hand, Gide finds a wide 
gulf between coöperation and Marxian 
socialism. He says: 


Co6peration is essentially individualistic, 
for it implies the steady, unceasing activity 
of individual efforts with a goal in sight and 
moving towards it with a stubborn will. 

. It is just because the codperative sys- 
tem retains intact the individualist main- 
_ spring as the basis of all economic activity 
‘with its spontaneity and inexhaustible re- 
sources of invention and ~enewal, that co- 
operation has proved fruitful and beneficial, 
whereas state socialism, the inevitable end 
of Marxism, i iS proving daily more sterile 
both in economic productivity and in the 
provision of public and private freedom. 


The individuality of coöperation 
sets it apart from other forms of social 
or political action. It is in harmony 
with most of the principles of our pres- 


ent system, but proposes its own tech- 
nique for overcoming many of its 
weaknesses. It is in sympathy with 
the socialistic emphasis upon the need 
for the rationalization of society, but 


cannot subscribe to its methods. 


UNIVERSALITY 


Another quality of codperation 
which stands out in a very striking 
manner is the universality of both co- 
operation and the Rochdale princi- 
ples. It matters not whether one is 
reading the codperative history of 
England or Japan, China or India, 
Palestine or Argentina, it will be found 
that coöperation is not limited to a 
particular type of people or a special 
group of situations. Within the his- 
tory of coöperation can be found at 
least isolated illustrations of the suc- 
cessful application of codperative prin- 
ciples to practigally every type of 
problem a group of consumers might 
have to face. Codperative member- 
ship is composed of people in all walks 
of life, in all income groups, with a 
wide variety of social, cultural, and 
political backgrounds. 

It is indeed fascinating to note that 
in all these various codperative ven- 
tures, the simple principles worked out 
by the pioneers of Rochdale are the 
basis upon which they operate, and 
furthermore that these principles have 
not changed through ninety years of 
the stiffest kind of testing under di- 
verse conditions in practically every į 
country in the world. It will be 
found, however, that not all coöpera- 
tive organizations are applying all thè 
principles completely. In this con- 
nection it may be well to quote again 
from Charles Gide: “No codperative 
organization that violated the Roch- 
dale principles has ever permanently 
succeeded; and no codperative organi- 
zation that adhered strictly to thes 
principles has ever failed.” 
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EDUCATION 


The third’ of these fundemental 
qualities of coöperation is its insistence 
upon a broad educational program as 


a guarantee of codperative success. | 


Coéperators believe in education 
which starts with the everyday prob- 
lem of living and earning a living and 
leads gradually into the wider prob- 
lems of social and cultural cevelop- 
ment. 

This recognition of the importance 


. of education in a coéperative organiza- 


tion reaches back to the Rochcale pio- 
neers. From the beginning, they re- 
served a portion of their funds for 
educational purposes. George Jacob 
Holyoake, in his book The Hizto-y of 
the Rochdale Pioneers, states thal this 
fund was 


for the intellectual improvement o? the 
members of the Store, the maintenance and 
extention of the Library, and suzh pvther 
means of instruction as may be ccnsiered 
desirable. Their News-room is as wel! sup- 
plied as that of a London club, and the 
Library contains 2,200 volumes of the best, 
and among them, many of the most expen- 
sive books published. 


These pioneers knew that the rete of 


‘.. spound codperative development is lim- 


ited to the rate at which the member- 
ship can be educated to assume the 
responsibility of running their »wa en- 
History shows this growth 


' . to be slow but steady, although in re- 


“cent times, especially in Sweden and 


Finland, the rate of codperative de- 
¥yelopment has been speeded up by the 
outstanding programs of adult educa- 
tion in those countries. 

‘As one becomes aware of the scope 
and depth of this educational program, 
especially as illustrated in Finland and 


1 George Jacob Holyoake, The Histary of the 
‘ochdale Pioneers, 10th ed. (191 p. Lon- 
u: George Allen & Unwin Ltd. [192€]). p. 50. 


Sweden, the statement that “under 
the able direction of Dr. J. P. War- 
basse, spiritual leader of the move- 
ment, as well as head of the Codpera- 
tive League of the U. $. A., perhaps 
the outstanding job of education and 
codrdination of the twentieth century 
to date has been accomplished,” taken 
from an article in the December 1936 
issue of the magazine of the Chicago 
Association of Commerce, will not be 
read with a great deal of surprise. 


A Basic NEED 
Besides these three qualities of uni- 
versality, individuality, and educa- 
tion, which stand out as one reads the 


' pages of codperative history, there is 


another fact concerning coöperation 
which is of basic significance. <A rec- 
ognized need must exist before the co- 
operative form of organization can be 
applied successfully to a solution of a 
consumer problem. In spite of the 
fact that coöperation, theoretically, is 
applicable to all sorts of problems, in 
practice it may fail without the recog- 
nition of the need. 

This need must be a real need. In 
codperative history many examples 
will be found of short-lived organiza- 
tions which were based upon an im- 
agined need or a false conception of 
the need which grew out of the emo- 
tional reaction of a group to an unde- 
sirable situation. 

Even though the need is real, it is 
also essential that it be fully recog- 
nized by the rank and file of the mem- 
bership. It is not sufficient that a few 
enlightened leaders recognize the need. 
The membership must likewise recog- 
nize it before their self-interest will be 
aroused to the point where they will 
fully accept the responsibility of 
ownership which is fundamental to 
codperative success. Without an 
aroused self-interest, few people will 
bother to study codperative principles 
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and through education prepare them- 
selves to do their part in guiding their 
organization along sound lines. 


PRINCIPLE VERSUS CONVENIENCE 


The following passage from George 
Jacob Holyoake’s book The History of 
the Rochdale Pioneers so beautifully 
describes the situation faced by the 
first codperative store—a situation 
which every codperative since that day 
has had to face when the initial en- 
thusiasm of the organizational period 
has given way to a realization of prac- 
tical problems—that it seems desirable 
to quote it in full: 


Very speedily, however, our embryo co- 
operators discovered that they had more 
serious obstacles to contend with than de- 
rision of the “doffers.” The smallness of 
their capital compelled them to purchase 
their commodities in small quantities, and 
at disadvantage both of quality and price. 
. In addition to this, some of their own mem- 
bers were in debt to their own shopkeepers, 
and they neither could, nor dare, trade with 
the Store. And as always happens in these 
humble movements, many of the members 
did not see the wisdom of promoting their 
own interests, or were diverted from doing 
it, if it cost them a little trouble, or in- 
volved some temporary sacrifice. Of course 
the quality of the goods was sometimes in- 
ferior, and sometimes the price was a trifle 
high. These considerations, temporary and 
trifling compared with the object sought, 
would often deter some from becoming pur- 
chasers, for whose exclusive benefit the 
Store was projected. If the husband saw 
what his duty was, he could not always 
bring his wife to see it; and unless the wife 
is thoroughly sensible, and thoroughly in- 
terested in the welfare of such a move- 
ment, its success must be very limited. If 
the wife will take a little trouble, and bear 
with the temporary sacrifice of buying now 
and then an article she does not quite like, 
and will send a little farther for her pur- 
chases than perhaps suits her convenience, 
and will sometimes agree to pay a little 
more for them than the shop next door 
would charge, the codperative stores might 
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always become successful. Pure quality, 
good weight, honest measure, and fair deal- 
ing within the establishment, buying with- 
out higgling, and selling without fraud, are 
sources of moral and physical satisfaction 
of far more consequence to a well-trained 
person than a farthing in the pound cheaper 
which the same goods might elsewhere cost. 
How heavily are we taxed to put down 
vice when it has grown up—yet how reluc- 
tant are we to tax ourselves ever so lightly 
to prevent it arising. If there are to be 
moral sellers, there must be moral buyers. 
It is idle to distinguish the seller as an in- 
direct cheat, so long as the customer is but 
an ambiguous knave. Those dealers who 
make it a point always to sell cheaper than 
anyone else, must make up their minds to 
the risk of dishonesty, to the driving of 
hard bargains, or of stooping to adultera- 
tions. Our little Store thought more of 
improving the moral character of trade than 
of making large profits. In this respect 
they have educated their associates and 
customers to a higher point of character. 
The first members of the Store were not all 
sensible of this, and their support was con- 
sequently slender, like their knowledge. 
But a staunch section of them were true co- 
operators, and would come far or near to 
make their purchases, and, whether the 
price was high or low, the quality good or 
bad, they bought, because it was their duty 
to buy. The men were determined, and 
the women no less enthusiastic, willing, and 
content. 

Those members of the Store who were 
true to their own duty, were naturally im- 
patient that all the other members should 
do the same; they expected that every other 
member should buy at the Store whatever 
the Store sold, that the said member pur- 
chased elsewhere. Not content with wish- 
ing this, they sought to compel all members 
to become traders with the Store; and 
James Daly, the, then secretary, brought 
forward a resolution to the effect that those 
members who did not trade with the Store 
should be paid out. Charles Howarth op- 
posed this motion, on the ground that it 
would destroy the free action of the mem- 
bers. He desired coöperation to advance 
he said he would do all he could to promo! 
it; that freedom was a principle which ` 
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liked absolutely, and, rather than giveit up, never died out, nor, indeed, been impaired 
he would forgo the advantages of co¢pera- amid these resolute codperators. James 
tion. It will be seen, as our little history Daly’s motion was withdrawn.” 

progresses, that this love of principle has * Holyoake, op. cit, pp. 14-15. 


James C. Drury, M.CS., A.M., is instructor in 
marketing in the School of Commerce, Accounts, and 
Finance of New York University, New York City. He 
is conducting a course in cobperative marketing, and 
has been for several years a student and observer of farm 
marketing coiperative and consumer codperative devel- 
opments both in the Jnited States and abroad. He is 
co-author of “Outlines of Marketing”? (1936). 


Basic Principles of Codperation 


By JAMES PETER WARBASSE 


‘FENHE principles of the consumers’ 

codperative movement were evolved 
in the school of experience. No one 
thought them out as a preconceived 
plan. ‘The Rochdale pioneers, to whom 
they are attributed, had little concep- 
tion of what is now called the Rochdale 
movement. They would scarcely rec- 
ognize it as theirs if they should see it 
today. When coöperation was going 
into action in a practical way, a hun- 
dred years ago, the thinking was largely 
from the standpomt of labor. Im- 
proving the income and the general 
working conditions of laborers was the 
aim of reformers. With better in- 
comes, or incomes that would buy 
more, it was hoped that the workers 
would be able to have better food, 
clothing, and housing, and leisure for 
better life. Dr. William King, a phy- 
sician of learning and culture, in 
Brighton, England, was writing about 
the codperatively organized consumer 
fifteen or twenty years before the 
Rochdale Society was formed. But 
the Rochdale pioneers thought of them- 
selves as practical working people, and 
took little cognizance of the philosophy 
of King. 

The Rochdale codperators conceived 
of a workers’ commonwealth. Their 
alm was an association of producers to 
improve the lot of labor. They had 
little thought of the consumer. When 
they set up their retail shop, the pur- 
pose was to make their wages go farther 
—to increase their wages. ‘They also 
had in mind thus accumulating capital 
to be used in financing producers’ en- 
terprises to give the workers work. 
Their plans, as plans, failed utterly. 
The failure was caused by one highly 


successful expedient which they adopted 
—supplying goods at the current mar- 
ket price, accumulating surplus savings, 
and giving back these savings to the 
members in proportion to their patron- 
age. Unconsciously this turned the 
codperative movement into an associa- 
tion of consumers who saved only by 
spending or by consuming. 

Workers’ control of industry still re- 
mained the dream of British coépera- 
tion in the latter part of the last century. 
It was the ideal which animated the 
formation of the International Codper- 
ative Alliance, in 1895, which was to be 
a federation mostly of producers’ coöp- 
eratives. This idea continues to confuse 
the thinking of codperators in many 
lands. 

The discovery of the consumer began 
with Adam Smith and Richard Cobden. 
Dr. King translated it into codperation. 
Then John T. W. Mitchell, chairman 
of the British Coéperative Wholesale 
Society, gave this discovery its practi- 
cal application; and it became obvious 
that the codperative movement was 
not a problem of any class but of the 
consumers. 


DEMOCRACY of CONTROL 


The great contribution of the Roch- 
dale pioneers was that they collected 
the various rules and methods which 
had been employed by codperative so- 
cieties and put them together in a 
happy combination which was destined 
to win success. ` The first of these was 
the rule of one vote for each member. 
This has grown into something bigger 


than its original conception. It aw 





stands for democracy as a principle 
The one vote cannot be cast 
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proxy. The individual must vcte in 
person. His vote cannot be detached 
from him. A sincere feeling for democ- 
racy has accompanied this principle. 
Loyalty to democracy on the pert of 
codperative societies has caused them 
to suffer the disadvantages inlrerent 
in its practice. But in all the ecanom- 
ic world, with perhaps, the exception 
of the family, the best expressians of 
democracy are found in the coöpera- 
tive movement. Political government, 
in contrast, is quite incompatible with 
democracy; and, with the rare exception 
of the town meeting in homogeneous 
communities, the state has neither pro- 
moted nor protected it. 

Democracy, of course, is relative. 
Where equality of opportunity, often 
called liberty, exists, equality of fran- 
chise or influence cannot prevail. The 
member of ability, assertiveness, and 
character who stands up befor2 his 
codperative society casts more votes 
than one. 

An inequity in the one-vote prix.ciple 
resides in the fact that it does not 
recognize the diversity of relationships 
of members to their society. Some 
supply more money to the society than 
others. Some give more patronage. 
Some give time and thought to the 
society. Others give none of these, but 
- still exercise their one-vote privilege. 
Recognition of this is seen in some 
wholesale societies, which grant votes 
. to their constituent societies not in 
* proportion to their number cf merbers 
' but in proportion to their patronage. 
While this cannot be regarded as £ step 
‘toward democracy, it is certairly a 
practical way to build strength in a 
democratic institution, which praetices 
the one-vote principle among its.zetail 
societies. On the whole, the codpera- 
tive corporation is on a very different 

basis from the profit stock company 
which grants each share a vote. This 
s that control by autocracy and 


money are encouraged. The codpera- 
tives are quite justified in emphasizing 
the fact that with them, not money but 
human beings vote. l 


Limirep RETURNS TO CAPITAL 


In the coöperative society the profits, ` 
savings, or other surpluses of the busi- 
ness are not all allocated to capital. If 
capital is paid anything, it is given a 
predetermined interest. This is not 
more than the legal or current interest 
rate. Such an interest payment is not 
necessary as a codperative principle. 
Coéperative societies may pay no in- 
terest to capital, and still violate no 
codperative rule. Interest is paid only 
because the use of money is worth 
something and because interest pay- 
ment is a current practice in capitalis- 
tic business. Codperative societies do 
not feel justified in treating the capital 
of their members with much less con- 
sideration than is accorded it by profit 
business. Interest becomes the wages 
of capital. Furthermore, capital is 
needed, and is more easily secured if 
interest is paid. But in a codperative 
democracy, where most business affairs 
are carried on by the codperative so- 
ciety, no interest need be paid, nor 
should it be expected. Limited and 
fixed returns on capital—and this in- 
cludes share capital—tend to keep 
the value of shares at par and to pre- 
vent fluctuations in the value of the 
stock. 

The important fact is that this _ 
method lifts the codperative society out 
of the field of speculative business. No 
individual is tempted to invest his. 
money in coöperation with the expecta- 
tion of making a winning. No matter 
how high the stock market may go, or - 
how much surplus saving may accumu- 
late in the society’s treasury, or how 
big or successful the business, the sur- 
plus does not go to capital. Notwith- 
standing all of this, in many countries, 


Basic PRINCIPLES 


including the United States, careful in- 
vestors are offering to consumers’ coöp- 
erative societies their available funds 
for investment’s sake, preferring the 
assured interest and the security of 
their principal to the hazards of capital- 
istic finance. This is a steadily grow- 
ing phenomenon, and in many situations 
is loading codperative societies with 
more money than they need. 


SAVINGS RETURNS 


It is customary for codperative so- 
cieties to supply commodities or serv- 
ices at the current market price. 
With the accumulated funds, the ex- 
penses of the business are defrayed. 
Wages, interest, taxes, and so forth are 
paid. Reserves are built up. At least 
214 per cent of the savings are allocated 
to codperative education. Appropria- 
tions for the genera] service of all the 
membership or for philanthropic pur- 
poses may be made. The balance, at 
the end of a fiscal period, is returned to 
the members in cash as a savings re- 
turn in proportion to their patronage. 
Not all societies take all these steps, 
but the better and more successful so- 
cieties do. In Great Britain this cash 
return to the members last year 
amounted to $125,000,000. 

Not all societies develop a surplus 
saving by making what might be called 
an overcharge. Housing societies, med- 
ical codperatives, businesses with small 
charges such as “movie” shows, and 
many other forms of codperative busi- 
ness often find it best to serve the 
members at the approximate cost price. 
But the great bulk of codperative trans- 
actions conform to the rule of the cur- 
rent price. This is essential in order 
to build up reserves, to make expansion 
possible, to be able to help other coöp- 
eratives, to obviate the hostility of 
competing business, and because of the 
difficulty at the time in knowing what 
is the actual cost. 
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Many societies encourage their mem- 
bers to leave their savings returns in 
the society’s treasury. This money is 
treated as a banking deposit and enjoys 
the accumulation of interest. 

An American practice which has had 
much to do with the rapid expansion of 
oil societies consists in giving non-mem- 
bers credit for their purchases, and 
when the returns on such purchases 
equal the value of the stock necessary 
to consummate membership, the non- 
member is notified that he may have 
his stock free of charge and become a 
fully paid-up member. Non-members, 
of course, buy from codperative soci- 
eties, and codperatives make profits 
from non-members. But not so with 
members. People cannot buy from 
themselves, or purchase what they al- 
ready own, or make profit from them- 
selves. 

In a codperative society the members 
pool their money and buy something 
with it in quantity, to better advantage 
than each could buy alone. They now 
own what they have bought and paid 
for. Sometimes this is the end of the 
transaction, and the members proceed 
to use at once what they have bought, 
without putting in any more money. 
But that means the end of the business. 
Usually they wish the business to con- 
tinue. Accordingly, when a member 
goes to his store and takes away a can 
of peas, he wants to be able to do the 
same thing again. He wants to find 
another can of peas the next time he 
comes. So he leaves enough money to 
replace what he takes. But that is. 
only the cost price. Then, for the rea- 
sons given abaye, he leaves another 
amount—the difference between the 
cost price and the current market price. 
This difference is that peculiar thing 
called profit in profit business. In suc- 
cessful codperative business it is essen-. 
tially a loan to the society, which is 
destined to be returned .to the member 
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at the end of the fiscal period. It is 
tke measure of his saving wue ac- 
crues by virtue of his membersk_p in 
the codperative. Titis a surplus seving. 

There is much confusion on this sub- 
ject, and it is well to make it lear. 
Consumers’ codperatives do not “sell” 
to their members. They do not make 
“profits” from their members. Their 
mambers do not “buy” from their so- 
ciety. The returning of a loan is In no 
sense the payment of a “dividend,” 
or a “rebate.” The use of these =rofit 
business terms is a result of the preva- 
lent misunderstanding of coSperat:on— 
and a cause of still more m-suzder- 
standing. 

Codperative societies are not ram to 
make profits or even surplus sawmngs. 
The purpose is to supply commodities 
and services. The advantages im the 
coSperative society come from con=um- 
ing. It is not by prwation, but only 
by the enjoyment of things thaz p=ople 
profit by coöperation. The cope-ator 
discovers saving by spending. And in 
doing this codperatively he is caanzing 
not only the motive but also the method 
of business. Business, instead of being 
conducted for the purpose of wircaing 
profits from the needs of the consumers, 
is reversed into business for the ærv- 
ice of the consumers: and the wirning 
of profits is eliminated from cozsid- 
eretion. Indeed, codperative societies 
sometimes carry on business at wht in 
capitalistic terms would be a loss. So- 
cielies sometimes produce some eom- 
mcdity or supply a service which could 
be bought cheaper elsewhere; but. this 
is done because of their interest in ziv- 
ing labor employment, or because of 
quality, or for some other reason that 
to themselves is good and sufficient. 


UNLIMITED MEMBERSHIF 


Democracy is promoted by accept- 
ing any consumer into membersiip in a 
cotperative society. This means also 


unlimited issuance of stock, and helps 


to keep stock at par and prevents 


fluctuations in its value. 

Since democracy is always relative 
and never absolute, exceptions to this 
rule are practiced. Codperatives must 
stipulate the exception that no one 
can be admitted whose membership 
would be harmful to the society. Ev- 
ery codperative society must have a 
membership committee to pass upon 
candidates for membership. Unless 
this is done, people who would destroy 
the society or who would use it for non- 
codperative ends may become members. 
A restaurant society, with a large and 
scattered membership and with pro- 
portionately small membership meet- 
ings, could be captured by the compet- 
ing restaurant keepers if they were 
clever enough to join it, provided that 
no restrictions on membership were 
enforced. 

The Communists, fifteen years ago,- 
attempted to capture the codperative 
societies by penetrating the member- 
ship. Their methods were ruthless, 
unscrupulous, and bungling. They 
generally failed. When they captured 
a society it soon collapsed. Now a 
second attempt is being made by differ- 
ent tactics. The Communist has be- 
come suave and gentle. He talks like 
a reformer and denies that he is a Com- 
munist. Where the Communists cap- 
ture a codperative society, the surplus 
savings are not employed couperatively 
but are allocated to Communist Party 
propaganda and to Communist ex- 
penses. The society fails just as surely 
as it did when the methods were less 
tenuous. 

Thus there are cogent reasons for 
restricting membership. Usually an 
age limit is imposed. Also, some soci- 
eties are composed of restricted groups. 
Societies started by people of a single 
nationality to supply peculiar foods 
naturally exclude other classes. Soci- 
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eties for supplying alcoholic beverages 
to the members automatically are ex- 
clusive of teetotalers. Christian Sci- 
entists avoid medical codperatives. 
And many farmers’ supply societies are 
limited not only to farmers but to mem- 
bers of certain farm organizations. ‘The 
general principle, however, of open 
membership, with the single exception 
of the individual whose membership 
would be harmful to the society, is uni- 
versally recognized. 


CASE BUSINESS 


Both buying and distributing for cash 
were originally laid down as a principle, 
and are still so maintained. The suc- 
cess of coöperative business depends 
upon their observance. If one mem- 
ber is given credit, the others have the 
same right. If they all carry away 
goods and leave no money to replace 
what they have removed, the shelves 
become empty. This is precisely what 
happens when the cash rule is violated. 
In communities where credit is given, 
a common practice is to grant credit up 
to, but not above, the amount invested 
inshares. But this, iftaken advantage 
of by all members, destroys the society. 
Where the cost of goods or service is 
small, cash business is found essential 
because of the expense of recording 
small items. Where the cost of each 
item is large, as in coJperative housing, 
the member is given time—often twenty 
years—to pay for what he gets. Cash 
payment is found best in most codpera-~ 
tive transactions. The consumer has 
to pay, and he might better pay at the 
beginning than at the end. The co- 
operative store, for example, is an in- 
stitution for the supply of commodities, 
not of credit. 

The codperative method is used also 
to furnish credit. The credit union 
or codperative bank is an essential ad- 
junct to the supply society. For fifty 
years in Germany, before the fall of 


parliamentary government, the preva- 
lent organization was the Konsum- 
Spar- u. Bau-Verein (supply, banking, 
and housing society). All three func- 


_tions were performed by one organiza- 


tion. In many countries the store so- 
ciety carries on banking business also. 
If the members have not cash to leave 
when they take away commodities, 
they go to the banking department, 
where they have credit, and get the 
money. Thestore manager often func- 
tions as bank manager at the same 
time, but the two businesses are con- 
ducted separately. 

Prepayment plans of many kinds are 
much in use. Everything possible is 
done in coöperation to enforce cash 
business. This is because the debtor 
is in a position to take advantage of the 
society, and the creditor is in a position 
of disadvantage and may suffer losses. 
Credit business*is inequitable because 
those who pay are taken advantage of 
by those who do not. And then, one 
of the original purposes of codperation 
was to free people from debt and pro- 
mote independence and security. 


NEUTRALITY 


Since coöperation furnishes a com- 
mon ground upon which all people may 
unite with a common interest as con- 
sumers, the ground is not common 
ground if coöperation takes sides in any 
of the questions upon which people are 
divided. People of all religious and 
political faiths unite in consumers’ co- 
operation. When a codperative soci- 
ety indorses any political party or re- 
ligious cult, then people of other parties 
or cults are estranged from the society. 
Wherever this has been done a separate 
movement has grown up. The British 
movement is now split in two by viola- 
tion of this principle. Movements to 
commit codperative societies to indorse 
any political party are subversive in 
nature. The consumer is a common 
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denominator, but there is no pclitical 
party or religion of which this can be 
said. Understanding codperetors do 
not advocate Christianizing zodpera- 
tion. Such a thing may be gocd Thris- 
tianity, but it is poor codperation in a 
movement with the majority of its 
members non-Christian. 

The same principle applies to trade 
unionism. Twenty years ago there 
was a large coJperative movement in 
- Illinois, dominated by the trade unions. 
But the interest of the unions was ele- 
vated above that of the coiiperative 
consumers. ‘The codperatives were sub- 
servient to the unions. Disaster was 
the only possible result. The Swedish 
national codperative league has gone 
on record in this connection. Tt not 
only insists upon neutrality in. politics 
and religion, but in labor disputes also. 
It addresses itself exclusively tə the 
affairs of the consumers, anc leaves 
other affairs to other organralions. 
It at least makes a success of its own 
business. 

There is confusion about this matter 
of neutrality, but not among under- 
standing codperators. The confusion 
exists among Socialists, Communists, 
Christians, trade unionists, and cthers 
who would see coöperation hitched to 
their particular star. 


EDUCATION 


Since the success of coöpera-ion de- 
pends upon some knowledge of the 
subject, education is carried on in this 
field. A codperative society can suc- 
ce2d only as it has a considerab.e aum- 
ber among its membership wko have 
some understanding ef codperstion. 
The more, the better the possibilities 
of success. ‘This is a codperatixe prin- 
ciple. Most of what is called educa- 
ticn is propaganda, but the cividing 
line is difficult to- find. 

All substantial societies appropriate 
at least 214 per cent of their surplus 


savings to education. Most of this is 
used for the publication of a paper, 
leaflets, and pamphlets, and for lectures 
addressed to both members and non- 
members. The larger societies main- 
tain an educational director or secre- 
tary. ‘Study groups are conducted in 
some societies. 

Many federations of societies carry 
on schools and short-term training 
courses for executives and employees. 
Training and experience in profit busi- 
ness do not qualify for usefulness in co- 
operative business. Coiperation must 
train its own executives and business 
personnel in order to get the best re- 
sults. 

The national leagues in several coun- 
tries maintain a codperative college. 
The International Coiperative Alliance 
has a summer school. The amount of 
literature published by the codperative 
movement is large. Several countries 
have a codperative publishing society. 
To meet a growing demand, some high 
schools and colleges are giving courses 
in codperation. The State of Wiscon- 
sin has established such courses in all 
public institutions teaching economics, 
as à result of the growth of coöperation 
in that state. 

This is all made necessary by the pe- 
culiar nature of codperation, and by the 
fact that coöperation is not the domi- 
nant but the exceptional form of busi- 
ness. Profit business and its methods 
are taught in the general schools and 
colleges. Most economists have based 
their learning and theories upon profit 
business and are disturbed by this 
voluntary non-profit method. The peo- 
ple in general grow up without knowl- 
edge of codperative principles. Most 
people live, earn their livelihood, and 
think in terms of profits. The profit 
motive has a hallowed connotation 
among the affluent Tory element. Ac- 
cordingly, coöperative education seems 
needed and must depend upon the 
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codperative movement for its promo- 
tion. 


UNION AND EXPANSION 


A principle which has been recog- 
nized since codperative societies began 
to multiply is that it is quite as im- 
portant that they unite for their mutual 
advantage as that individuals co- 
operate. Thus national leagues of co- 
operative societies, for education, pro- 
tection, and wholesaling, develop in all 
countries in response to this impulse. 
This means that mutual aid, when set in 
motion, goes on expanding toward 
its ultimate possibilities. When the 
societies of any country are federated 
into a national leagus, this national 
body unites with the International Co- 
operative Alliance. Already the soci- 
eties of forty countries are thus united. 
They are united actually for purposes 
of mutual assistance. It is more than 
a theory. When the statement is 
made that it is impossible for a codper- 
ative society in Sweden to fail, this 
means that 740 societies in that coun- 
try stand ready, with their organized 
assistance and the financial resources 
of each, to come to the aid of any so- 
ciety needing help. The union of so- 
cieties is now becoming an international 
principle. 

Competition and overlapping are 
prevented by such unions. A business 
system is thus codrdinated and harmo- 
nized locally, nationally, and interna- 
tionally. Because of this principle of 
union, the peace-promoting possibilities 
in coöperation are coming to be recog- 
nized, and the anti-war interests are 
taking more and more cognizance of 
this expanding international business 
as an influence making for peace. 

Besides uniting with other societies, 
each codperative organization must ex- 
pand if it would fulfill what might be 
recognized as its codperative destiny. 
Codéperation, if it is to progress, cannot 
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be static. When a group of people 
have learned how to supply themselves 
with one commodity, it would seem 
natural that they use the same methods 
and experience to supply other needs. 
This is seen everywhere exemplified 
among sorieties that have caught the 
vision of their possibilities. New de- 
partments are always developing. ‘The 
oil societizs in the United States soon 
expand to the supply of automobile 
accessories and tires. Many of them 
begin their grocery business by putting 
in a line of groceries at the oil station. 
This later expands into a store. The 
credit unions are well adapted to take 
on codperative medical service as the 
next step. The societies that are not 
thinking of expansion are static, and 
stasis in coöperation means stagnation 
and death. 


VOLUNTARY CQGPERATION AND THE 
STATE 


Coéperation differentiates itself from 
political organization in that it is volun- 
tary and not compulsory. No one is 
born into a codperative society; he 
joins. And if he wants to sever his 
connection, he resigns. He may criti- 
cize the society. He may plan to dis- 
solve the society, or, in more crass 
terms, conspire to destroy it. All 
these things go on. Nobody is put in 
jail for sedition. Nobody is shot. 

A respact in which coöperation ĉan 
be said tc violate the principle of volun- 
tary membership is in the situation 
where tke only source of supply is 
through the codperative. This is, 
in a sense, compulsion. It is not co- 
ercion. The individual may go with- 
out. Or profit business or the political 
state or the individual himself may 
supply tke need. 

A striking contrast between coépera- 
tive business and communism is that 
coöperation does not demand an ex- 
clusive field. No understanding co- 
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operator desires an act prohsbiting 
profit business. Codperation needs 
the challenge of competition with profit 
business, and with the state too. If 
either of these can supply a need batter, 
then it should be free to do sc. Com- 
munist government issues edicts de- 
claring all business but state business 
illegal. A socialist government in 
complete power would do the same. 
Those who are working for the ezpan- 
sion of the business functions of the 
political state are creating an instru- 
ment which in the end would destroy 
coöperation, This is now to be szen in 
Russia. . Codperative business is pri- 
vate business. 

For a hundred years the cotperative 
movement has expanded in the pres- 
ence of competition with these other 
methods of business. It has grown 
because it has proved itself the most 
efficient method. Itehas not enjoyed 
privileges, but rather has suffered dis- 
criminations againstit. Itstamds-1pon 
its merits. Codperation cannct be said 
tc crowd out profit business anz. de- 
stroy it. The inefficiency ci profit 
business, its failure to supply reeds, 
makes coöperation possible. As =rofit 
business breaks down or fails to serve 
‘effectively, coöperation springs up and 
does the job better. It is a case of 
the survival of the more efficient busi- 
ness. 

*By the same token, codperetive so- 
cieties cannot afford to accept gifts 
from the government as profit >us:ness 
does. The granting of subsidiss, as to 
railroads, banks, shipping, and =ther 
businesses to keep them alive, would 
orly damage coUpenative socEties. 
‘These profit businesses are in the tzroes 
of collapse. Coéperation is not. and 
dces not need the same treatment. 
Loans to codperative societies should 
be protected by good security, anz the 
societies should understand that they 
ar2 to be punctiliously repaid. Coöp- 


erative societies should exemplify self- 
sufficiency. This attitude is coming to 
be recognized as a codperative principle. 

A result to be observed in any coun- 
try or community where coöperation 
is becoming the dominant method of 
business is that the functions of govern- 
ment decline. Government is to a 
large degree made necessary by the 
failure of profit business effectively to 
supply needs of the people, or of the 
people to supply their own needs. Un- 
der these circumstances the govern- 
ment steps in. But as the people in 
their coöperative societies supply their 
needs, the need for state service de- 
clines. The expansion of coöperation 
means the contraction of the state. 
The codperative principles in action 
may be regarded as anti-governmental. 
Codperation represents the administra- 
tion of things, while government repre- 
sents the control of men. As distribu- 
tion of things becomes more equitable 
in a democratic society, men need less 
and less control. Government is a 
product of injustices which coöperation 
would heal. The coéperative society 
is the antithesis of the state. Codpera- 
tion prophesies the fading of the state. 


Mersops Warcn BECOME 
PRINCIPLES 


Since coöperation is based upon no 
preconceived theories, but is experi- 
mental and pragmatic, methods suff- 
ciently tried become principles. Every 
principle of Rochdale origin was once 
nothing more than a method employed 
by some societies and unknown or re- 
jected by others. The only essential 
principles are (1) democratic control, 
(2) limited interest on capital, and (3) 
the savings return in proportion to 
patronage. But unlimited member- 
ship, cash business, neutrality, and a 
number of other practices, after suffi- 


‘cient testing, in time become elevated 


to the status of principles. It should 


Eastc PRINCIPLES 


be hoped that few principles will be 
established. Usages are better main- 
tained as methods, always subject to 
change, because this makes for elastic- 
ity. It will be best for the cojperative 
movement never to become frozen into 
principles. 


Tar Mrans THE SAMB AS THE END 


Neither wholly a principle nor yet a 
method, but rather a peculiar fact, is 
the relation of cobperative methods as 
a whole to the purpose of coöperation. 
Because of its lack of preliminary the- 
ory, because it feels its way as it goes, 
and because it is a rather simple and 
direct way of doing things, coöperation 
sets up no special goal except what 
might be represented by an expansion 
of its up-to-date azcomplishments. 
Some social schemes ain to attain what 
is called a codperative commonwealth 
by voting and by capturing the govern- 
ment, the means used being speeches, 
writing, and organizing the workers. 
Others would attain a just society with 
equalization of opportunity by means 
of taxation. Others would get a co- 
operative commonwealth by capturing 
the state by force, i.e.. by killing 
people. 

There are many ways proposed for 
getting a society based on service. 
But, with the exception of the codpera- 
tive way, they all use a means entirely 
different from theend. ‘This, of course, 
does not give their advocates experience 
in administering the end system should 
it be attained. The little codperative 
society is a minute example of codpera- 
tive democracy. Codperation trains 
as it goes. It builds zhe more stately 
chambers upon the fcundation of the 
old. It creates its executives and ex- 
perts in its daily field of action. The 
finished building is but a replica of the 
beginning. There is no revolution 
or cataclysm. The process is purely 
evolutionary. 
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Tre ULTIMATE CONSUMER 


A conflict in the interpretation of a 
principle has arisen between the Eu- 
ropean and the American movements. 
Farmers’ societies for the purchasing 
of farm supplies, it is contended, belong 
with agricultural marketing organiza- 
tions rather than with consumers’ so- 
cleties. The claim is that they buy 
together im order to reduce the cost of 
things they sell. ‘This is to increase the 
difference between the cost and the 
selling pr:ce, namely, the profit. It is 
profit business. Other profit busi- 
nesses da the same. Manufacturers 
unite to supply themselves codpera- 
tively with certain raw materials. 

But the answer is not so easy as this. 
The workingman patronizing his coöp- 
erative store, buying food and clothing, 
is supposed to be the real codperative 
consumer. But.as a matter of fact he 
is in profit business, just like the farmer. 
Instead of having commodities to sell, 
he has lebor power to sell. And he 
wants to sell it at a profit. To increase 
the selling price he has his trade union, 
the same as the farmer has his market- 
ing association. But neither of these 
solves their problem. They both have 
their coöperative consumers’ organiza- 
tions. The workingman uses his to 
reduce the cost of the things he em- 
ploys to produce the labor which he 
sells. Through his coöperative he gets 
the food to make his muscles go, the 
same as the farmer gets his gasoline to 
make his tractor go. The workingman 
puts clothing on his machine and 
houses it for its protection. He keeps 
down the cost ef all this by the cotper- 
ative consumers’ method, and the more 
he succeeds in keeping down these costs 
the bigger is his profit when he sells his 
labor. . 

Both farmer and worker make some 
non-profit uses of their codperative 
functions. The farmer uses some of 
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his cobperative gasoline to go to church 
or to the “movies.” He. uses some of 
his fertilizer to raise food for his Zamily. 
The worker uses some of his muscle 
power to pitch quoits, and scme to 
walk to the baseball game. But in a 
capitalistic society, where most people 
ma<e their living by getting the difer- 
ence between the cost and the selling 
price of something, we must be zareful 
whom we permit to arrogate to them- 
selves the title of ultimate consumer. 
The farmer, the worker, and the mer- 
chant are pretty much in the same 
category. If we really seek the -rue 
consumer, we must turn to such as the 
bakes, the aged, the invalid, the unem- 
ploved, the thieves, the idle rich, and 
those occupied in philanthropic service. 

The consumer with whom we are 
most concerned is found not in the 


farmer or the worker, but in that part 
of the life of the farmer or the worker 
which is devoted to enjoying things for 
the sake of life itself, in the moments of 
his leisure when he sells nothing. He 
may then be wholly occupied in con- 
suming and using things. Or he may 
consume his leisure time in construc- 
tive work—in painting, in writing, or 
in cultivating his garden. Life con- 
sists in the enjoyments. Productive 
action may become recreation if con- 
trolled not by the worker but by the 
consumer. ‘The greatest joy may be 
obtained from creative effort as a con- 
trolled reereation rather than as a 
compulsory means of livelihood. Like 
the ancient symbol of immortality, the 
circular serpent with its tail in its 
mouth, the end comes round to the 
beginning; the consumer creates. 


James, Peter Warbasse practiced surgery until 
1918 when he retirel to enter economics, specializing in 


consumers’ coöperation. 


He has been president of the 


Cotperative League of the U.S.A. since its organization 
in 1916 and member o; the Central Committee of the In- 
ternational Cotperative Alliance since 1921. Hehkas sat 
. as a delegate in all the Congresses of the Alliance since 
1918. His “Codp2rative Democracy” (1923-27-36), 
dealing with the philocophy, methods, and accomplish- 
ments of the codperatize movement, has been translated 
into German, Japar-ese, Chinese, Yugoslavic, Bulgarian, 


and other languager. 


Economic Theory of Consumers’ Codperation 


By ARTHUR E. ALBRECHT 


MERICAN writers on consumers’ 
coöperation have recently been 
pointing out that economists have 
been guilty of giving too little atten- 
tion to this important social move- 
ment. Thus, a writer of a recent pam- 
phlet on this subject says: “Hardly 
any textbook in America has recog- 
nized the codperative movement. 
Economists have scoffed at it and stu- 
diously avoided its consideration.” + 
Dr. James P. Warbasse, in the in- 
troduction to his Codperative De- 
mocracy, observes: 


It is a source of surprise that this move- 
ment is not better known and understood. 
There is not only a noteworthy lack of pub- 
lic information of the accomplishments of 
coöperation, but a lack of understanding of 
its theory and philosophy among many 
teachers and students of economic and so- 
cial problems.? 


Economists in self-defense can re- 
tort that consumers’ coGperatives in 
this country carry on less than 1 per 
cent of the country’s retail trade, that 
consumers’ coöperation has worked 
out no integrated body of economic 
theory, that much o7 coöperation is 
social philosophy rather than eco- 
nomic theory, and that codperation, 
like education and religion, is com- 
posed of a number of points of view. 

The absence of a svstematized eco- 
nomic theory of consumers’ codpera- 
tion compels us to examine coépera- 
tion in action and to examine the ob- 
jectives set forth by its proponents. 


1 David E. Sonquist, Codperation—A Philo- 
sophical Interpretation (Chicago: Central 
States Coöperative League. 1936), p. 27. 

* Coöperative Democracy (Third Edition, 
New York: Harper & Bros. 1936), p. xii. 
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In this paper, the writer seeks to 
ascertain the relationship of coépera- 
tive practice to capital and profits, 
labor, agriculture, and government. 
Then an attempt is made to ascertain 
the ultimate aims of codperation, es- 
pecially in its relation to other social 
movements. 


(CAPITAL AND PROFIT 


The modern private corporation is 
operated with profit as the motivating 
force. Its shareholders have invested 
their money in the company because 
they expect dividends or because they 
expect to sell the stock at a higher 
price at some later time. 

On the other hand, codperative en- 
terprises from the start have been 
against trese corporate financial prac- 
tices. Yet, codperators have not de- 
nounced capital and interest. The 
money which its members invest or 
loan to a society is paid for, but at a 
definite and limited rate of return. 
Since this return is limited, an invest- 
or’s status is more nearly akin to that 
of a bondholder than a shareholder. 

The influence of capital in a codpera- 
tive socisty is further restricted by 
not giving shares as such any vote. 
The holder of fifty shares has no more 
votes than the holder of one or two 
shares. They each have one vote, and 
vote rather as members than as in- 
vestors. 

A further restriction on the influ- 
ence of capital is effected by limiting 
the number of shares a person may 
own, so as to prevent any person or 
small group of persons from being able 
to destroy a society by demanding the 
return of their investment. In most 
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societies, members generally purchase 
only a sufficient number of skares, 
usually one or two, to make them 
eligible for membership. Om with- 
drawal of membership, a society usu- 
aly buys back the shares at the same 
price as that paid for them. While 
most societies do not guarantee to 
buy back shares, most of them do so, 
and rarely invoke the due-netice or 
waiting-period clause. 

These various limitations cxus2 the 
stocks of codperatives to be unksted 
on any bourse or stock exchange. 
And this is-exactly what the cod era- 
tors desire. To them, money °s a fac- 
tor in production, that is hired and 
paid for at a definite price, and its in- 
fluence in a society is strictly limited 
to the status of a servant, not a mester. 

If money is merely hired and is not 
entitled to any profit on its invest- 
ment, what happens sto the “orcht”? 
The answer is found in an imoortant 
Rochdale policy. Goods are sold at 
prevailing market prices, and the 
profit or surplus (after all necessary 
expenses, charges, depreciaticn, and 
reserves have been met) is returned 
to members in proportion to inciv:dual 
purchases. 

Codperators feel that the pacronage 
return has been one of the contr._but- 
ing factors to the success of theiz move- 
ment, because it rewards each member 
according to his loyalty to th2 store. 
Moreover, the success of a kusiness 
is held to be dependent les: upon 
capital than upon its customers. If 
this be so, then why, ask the codpera- 
tors, should not the profits belorg to 
those who insure the success ef a so- 
ciety? 

In England substantial amounts of 
“dividends on purchases,” or >atron- 
age returns, are made to members of 
the retail codperative societies each 
year. This money not only ircreases 
the purchasing power of its m=mbers, 


but precludes the accumulation of 
vast unusable surpluses in the society. 


Distribution of wealth 


Codéperators regard the distribution 
of the patronage rebates as an im- 
portant means of the more equitable 
distribution of wealth. The following 
quotations represent this point of 
view: 


Anyon2 who has lived in. the United 
States since 1920 has had the opportunity 
to see with his own eyes the evils of con- 
centrated and accumulated surplus. Over 
against this folly and this tragedy, the co- 
operative movement offers the social wis- 
dom of a democratically distributed sur- 
plus. Recently a well-known industrialist 
said to me: “One of the problems of the 
great corzorations is that they don’t know 
what to do with their huge surpluses.” 
The codperatives have no such problem. 
They do not permit huge surpluses to ac- 
cumulate. They distribute them so as to 
make for mass purchasing power.’ 

The key to the problem of Ownership, 
Security and Just Distribution of Income is 
contained in the simple question they [the 
Rochdale founders] faced and solved for all 
time, “Who should get the profits?” They 
answered it in a simple way, that the con- 
sumers should become the owners and thus 
get the profits, that capital should be hired 
like labor, and that justice meant the dis- 
tribution of the profits in proportion to 
purchases, or that those who paid the 
profits should get them back.* 


Consumers’ coöperation differs most 
widely from private business in its at- 
titude toward capital, interest, and 
profit. It does not seek to abolish 
capital, but to use it and pay for it 
at current rates. It is, however, defi- 
nitely against profit for the enrich- 
ment of owners and investors. From 
a social point of view, the codperator 


® Benson Y. Landis, A Primer for Consumers 
(New York: Association Press, 1936), p. 20. 

1E. R. Bowen, A Coéperative Economic 
Democracy (New York: The Codperative 
League, 1936), p. 9. 
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holds that the distribution of patron- 
age rebates by many societies would 
help to distribute wealth more widely, 
especially if by means of codperative 
wholesaling and manufacturing, wastes 
in distribution can be eliminated. 

In view of the severe competition 
in the retail food traces, where chain 
stores, voluntary chains, and food 
markets have brought about many 
savings, the possibility of economies 
through codperative stores in the 
United States remains to be demon- 
strated. Codperative enterprises are 
likely to meet more favorable oppor- 
tunities in such fields as the distribu- 
tion of gasoline and oil, where com- 
petition with monopoly control offers 
possibilities for effecting price reduc- 
tions. The selection of the fields in 
which codperatives can function most 
effectively is deserving of careful study 
on the part of those about to start 
codperative enterprises. 


LABOR AND THE COOPERATIVES 


What should be the relationship of 
codperative societies as employers to 
their own workers? This question 
has been debated ever since the early 
part of the nineteenth century. For 
years before the consumers’ move- 
ment started, workers experimented 
with the profit-sharing copartnership 
or self-governing shops. It was the 
ideal of the early codperators. Thus 
we are informed that 


the impetus which drove the flannel weav- 
ers of Rochdale to adopt coöperation was 
a, desire to improve their position as work- 
ers, by self-supply of commodities, by self- 
employment, and, ultimately to establish 
themselves in self-governed and self-sup- 
porting colonies.5 


Robert Owen, the Christian Social- 
ists, and some of the leading British 


5 Catherine Webb, Industrial Coéperation 
(Manchester: Codperative Union, Ltd., 1907), 
p. 80. 


and French coédperators were ardent 
proponents of this plan. About sixty 
years ago, when many copartnership 
shops were failing, the British Co- 
operative Wholesale was persuaded to 
finance some of the producers’ enter- 
prises. After several failures of these 
shops with large losses to the Whole- 
sale, the latter proceeded with pro- 
duction as a consumers’ enterprise. 

` The English proponents of produc- 
ers’ coOperatives carried on their fight 
for many years and even sought to 
bring about the creation of an inter- 
national codperative body favorable 
to this type of coöperation, so as to 
have a lever with which to force into 
line the British codperatives which 
were definitely turning toward con- 
sumer-owned factories. 

In 1895 the International Codpera- 
tive Alliance was formed in London, 
but without a well-defined program. 
In later congresses, producers’ co- 
operation and profit sharing came in 
for a good deal of animated discussion. 


The struggle which followed made all the 
clearer the principles which have since been 
enunciated; ... they stand forth as the 
result of the experience of the movement, 
rather than as the formulated theories of 
any man or set of men. In fact, it may be 
said that what now may be defined as true 
coéperative practice and theory has been 
accepted by coéperators in spite of them- 
selves.® 


Profit sharing 


Another idea that had strong 
hold for a while was “profit sharing.” 
Thus, we are informed: 


A battle royal has been waged among 
British co6perators over the question of 
profit sharing with workers. . . . There is 
little doubt that the early codperators did 
not appreciate the significance of the differ- 
ence between coöperation organized from 
the standpoint of the consumer and co- 


° Albert Sonnichsen, Consumers’ Codperation 
(New York: Macmillan Co., 1919), pp. 72-73. 
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operation organized from the standpoint of 
the producer. The difference first became 
marked when the wholesale societies un- 
dertook large-scale production and ~hus be- 
came competitors of the locally organ- 
ized workers’ societies. . . . Contempora- 
necusly with their development on federal 
lines, the majority of the English stores, 
headed by the English Wholesale, aban- 
dor.ed profit sharing with their employees; 
anc on the question of pont shariag, ... 
the two sides joined battle.” 


Wot only has profit sharing srcved 
disadvantageous, but codperators are 
opposed to it on the grounds chat 
there are no “profits” to be shared. 
The profit in their enterprises does not 
arise aS in private business, bul is 
really an overcharge which belongs to 
the consumer and not to labor, be- 
cause goods are sold at prevailing 
prices, and only surpluses are returned 
to patrons. The use of the word 
“profit” for the overcharge is m part 
responsible for the confusion. Many 
cocperators feel that it would be better 
if the term “profit” were discontinued 
and “residue” or “residual” used in- 
stead, and the return made tə eon- 
sumers considered as “patronege re- 
turns” rather than a division of 
“profits.” 

Consumers’ coöperation now not 
only rejects profit sharing and the 
pomt of view of the producers or 
workers’ coöperation, but alsc guild 
socialism, syndicalism, and Merx'sm, 
because these philosophies emphasize 
the rôle of the worker in society and 
would organize society around him. 

Codéperation, on the contrary, regards 
the consumer as the person exploited, and 
wishes to free him. It resognizes no class 
war, because in its very definition the func- 
tion of the consumer is independert cf all 
class distinction.® 

7. R. Fay, Codperation at Hone and 
Abroad (New York: Macmillan, 1908). p- 257. 

® Charles Gide, Consumers’ Coéperative Seo- 
cietses (New York: Alfred A. Knopf. 1322), 
p. 246. 


Another writer states: 

Consumers’ coöperation wants to estab- 
lish an industrial democracy, as universal 
as possible, in which all shall rule the social 
industries on an equal basis, as consumers. 
As consumers we shall control. As work- 
ets we shall serve, each according to his 
abilities, to be rewarded, not on an equal 
basis, nor according to the time he works, 
but, as near as human justice can fix it, 
according to the value his labor has to his 
fellows.® 


I:nprovement of labor conditions 


These quotations briefly set forththe 
theory or philosophy of consumers’ co- 
operation toward labor. Its philos- 
ovhy thus explains the following atti- 
tude of the movement toward labor: 

Every codéperative country shows in- 
stances in which consumers’ codperatives 
have come to the help of labor in times of 
unemployment, lockout, and strike, as well 


as improving the general conditions of 
labor.2° 


Furthermore, in most countries, 
consumers’ codperative associations 
have been organized by wage earners 
as a means of reducing their living 
costs. The codperative movement is 
thus a factor in improving the condi- 
tion of workers generally. The work- 
ers in a codperative are thus engaged 
in the service of labor. For this 
reason we can readily see that co- 
operative associations try to maintain 
wages, hours, and working conditions 
that are at least up to union standards. 

Most coéperative societies not only 
permit but encourage their workers 
to join the society, so that they may 
purchase where they work, and also, 
as members, help to determine the 
policies of the society. 


Consumer-employee relations 
We must not omit to point out, how- 
ever, that the codperative society as a 


®*Sonnichsen, op. cit., p. 215. 
1 Warbasse, op. cit., p. 189. 
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business organization has personnel 
problems similar to those of the private 
enterprises with which it must com- 
pete. , Labor costs must be watched, 
efficiency must be maintained, dis- 
cipline must be enforced. In this 
relationship, employees are prone 
to consider themselves not as em- 
ployed by workers in a coöperative 
society, but by the “society,” which 
they may consider as distinct from 
its individual members who may also 
be industrial workers. One writer on 
the consumer-employee relationship 
writes: 


There is no royal road to dealing with the 
producer-consumer relation. . . . Within a 
consumers’ coöperative society there are 
conflicts of interest between employer and 
employee, . . . Horace Kallen reports after 
a study of consumers’ coöperatives in Eng- 
land that the “codps” are far and away the 
most satisfactory emplovers of labor in 
that country. There have been disputes 
between employees and employers in the 
English codperative movement, but there 
is acceptance of the idea of organized rela- 
tionship, and methods of orderly adjust- 
ment of differences have been worked out. 
Employees are encouraged to bargain col- 
lectively. ... 

The consumers’ codp2ratives in the 
United States can point to no such record. 
Nevertheless, some consumers’ codpera- 
tives have been started by trade unionists 
themselves, and the employees of these 
“codps” have automatically been union- 
ized. In New York, Consumers’ Codpera- 
tive Services, operating eleven cafeterias 
and other enterprises, has adopted a rule 
that the maximum salary paid to a man- 
ager or other employee shall not be more 
than five times the minimum. This gives 
the management an incentive to raise the 
minimum wage. . . . Consumers’ Coépera- 
tive Services found itself paying wages 30 
per cent higher than the NRA restaurant 
code required, and it made a plea before 
the NRA to have wages raised. . . . Many 
of the best known leaders in the co- 
operative movement believe a strong trade 
union movement is necessary. They are 


committed to organization among em- 
ployees.44 


In brief, consumers’ coOperatives as 
employers have not abolished “the 
wage system.” They regard their em- 
ployees somewhat like civil servants, 
who must be treated fairly and paid 
adequate wages, and with whom it is 
usually desirable to enter into collec- 
tive bargaining. The worker-con- 
sumer rather than the worker-em- 
ployee is the main consideration in a 
codperative society. Employees as 
member-customers share in patronage 
returns, but they rarely share as work- 
ers in profit-sharing devices. 


AGRICULTURE 


Consumers’ codperative retail stores 
have organized wholesale societies, and 
these in turn have successfully organ- 
ized manufacturing establishments. 
What about agriculture? A consist- 
ent point of view would be that con- 
sumers’ colperatives should work back 
into agricultural production. “But 
this in agriculture is a remote possi- 
bility. Consumers’ agricultural pro- 
duction, in general, has not proved to 
be practicable.” 22 The author fur- 
ther states: 


The codperative movement is not based 
on a predetermined philosophy; its philoso- 
phy is developing out of facts. Codpera- 
tion is experimental.... For farms 
to be owned generally by consumers’ so- 
cieties is purely speculative and naturally 
remote.18 


Another author writes emphatically 
regarding the relationship of agricul- 
ture to consumers’ coöperation. He 
says in part: 


The theory and practice of consumers’ 
codperation—that consumers shall control 
distribution, credit, and production— 


u Benson Y. Landis, op. cit., pp. 22-24. 
™ Warbasse, op. cit. p. 209. 
1 Ibid., p. 221. 
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breaks down when farming is considered. 
The small, family-sized farm has a way of 
competing successfully with large-scale en- 
tezprise. Consumers’ societies in towns 
and cities are not going to operace farms. 
Sc that, for effective distribution of farm 
supplies, codperatives for marketirg among 
farmers (of which there are 11,089 in the 
United States) can have organized deal- 


ings with consumers’ codperatives in the 


cities. . . . By trial and error, this rela- 
tionship can probably be worked out. It 
requires patience and statesmanshiz. Both 
the city consumers and the farm producers 
mast be willing to grant that eack should 
have a fair standard of living." 


There is another aspect of agricul- 
ture that is attracting much a-cention 
from consumers’ codperatives, ramely, 
purchasing by farmers. It is cn_y re- 
cently that agricultural purchesing as- 
sociations have become members of 
the Codperative League of the United 
States. While much,of the buying of 
agricultural associations is for farm 
production, an increasing amount is 
for home use. Inthe Midwest, a num- 
ber of purchasing associations organ- 
ized by farmers have enlarged their 
activities, and now include urban con- 
sumers. 

We can thus see that while the logic 
of consumer coöperation would have 
ccnsumers own farms as they own fac- 
tories, the immediate progran is to 
have wholesale codperatives bry from 
agricultural marketing associations in 
order to reduce the costs of d:stribu- 
tion, to the advantage of both zroups. 
The expansion of consumer codpera- 
tion as a system would thus mean in- 
creasing contacts between organized 
ecnsumers and organized “armers, 
rather than the introduction ci a new 
technique of agricultural production. 
Consumers’ coöperation does rot call 
for a system of collectivized <egricul- 
ture under the domination cf con- 
sumers. 


-* Benson Y. Landis, op. cit., pp. 2&-24. 


Co6PERATION AND THE STATE 


Every economic system stands in a 
certain relationship to the state. We 
are familiar with the laissez faire atti- 
tude of nineteenth-century capitalism. 
Fascism and communism exalt the 
power of the state. Consumers’ co- 
operation rejects all these philosophies. 
In principle, codperators would sub- 
stitute the economic organization of 
consumer co6peratives for the political 
state. Thus Dr. Warbasse says in 
part: 


The codperative movement offers a phi- 
losophy based on liberty, unrestricted by 
man-made law. It is the philosophy of a 
society regulated by voluntary agreement 
instead of political government. It is the 
one movement directing the world away 
from the expansion of the political state.1® 


Dr. Warbasse is definitely opposed 
to the totalitarian state either of the 
left or of the right, because he believes 
in private property, liberty, and de- 
mocracv. However, he realizes that 
under certain conditions public owner- 
ship may be necessary, but that ulti- 
mately consumers may make it coöp- 
erative. The more consumers do 
through their codperatives, the less the 
state has to do. Dr. Warbasse hopes 
for the “fading state.” 


Public ownership 


There are many codperators who be- 
lieve in considerable public ownership 
and want publicly owned utilities. 
Thus, after discussing the practicabil- 
ity of consumer coöperation for house- 
hold requisites, Beatrice Webb points 
out that it can hardly be suggested 
that the millions of persons who send 
letters and telegrams, or who travel or 
consign goods and parcels by a railway 
system, could be organized into a co- 
operative organization for controlling 
the management of the post office and 

45 Warbasse, op. cit., p. 95. 
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transport services. She further points 
out that many municipal services, like 
education and medical treatment, are 
used at any one time by only a small 
minority of the community, but must 
necessarily be paid for by the com- 
munity asa whole. The interdepend- 
ence of all the municipal services 
makes a number of separate bodies for 
the management of each service a 
cumbrous, if not an impossible, form 
of democracy. 


Moreover, there are certain services 
which necessarily invoke not only the com- 
pulsory taxation of non-users, but also 
compulsory regulation, and the suppression 
of antisocial conduct, among all the inhab- 
itants. Finally, there is the question of 
the monopoly value of certain factors, such 
as land or coal; and tha> of the common 
enjoyment of others, such as the roads and 
the supplies of pure water; and that of the 
need for taking account of future genera- 
tions as well as of the present. Each of 
these entails a consideration of other inter- 
ests besides those of any group of contem- 
porary users or consumers of particular 
products and services. For all these rea- 
sons it seems that, whilst the appropriate 
sphere of Voluntary Associations of Con- 
sumers may be vast and ever-increasing, it 
has its limits. We have, in fact, to fall 
back, for the remainder of the local ad- 
ministration, on obligatory associations of 
the inhabitants of particular geographical 
` areas,16 


Most codperators in this country are 
willing to have the Federal Govern- 
ment build and operate the Tennessee 
Valley Authority project, but prefer 
to have codperatives rather than 
municipalities distribute the power to 
members. Other coöperators, while 
not desirmg the extension of political, 
municipal, or state activities, prefer 
such bodies as the Port of New York 
Authority, which are public bodies, but 


6 Beatrice Webb, The Discovery of the Con- 
sumer (New York: The Codperative League, 
1936), pp. 22-24. 


not politically controlled, to operate 
public services. 

Professor Gide, in his Consumers’ 
Cooperative Societies, devotes several 
pages to “Public Services” 1” and con- 
cludes that services of “universal na- 
ture” may have to be carried on by the 
municipality or state. 


Medical services 


There is, however, a no-man’s land 
here, as, for example, housing, electric 
power and light plants, and medical 
services. Mrs. Webb, in the foregoing 
quotation, mentions medical services 
as a proper municipal function. The 
Codperative League of the United 
States, however, has recently organ- 
ized a section to promote codperative 
medicine, because of the success of the 
Elk City Hospital in Oklahoma. Dr. 
Michael Shadid, director of this hospi- 
tal, the first codperatively owned and 
controlled hospital in this country, 
writes: 


Hospitalization lends itself readily to co- 
operative effort, and is indeed more vul- 
nerable to codperative attack than any 
activity with which I am familiar. The 
codperative movement should lose no time 
in taking it up either as an independent 
enterprise, or as a supplement to existing 
codperative associations or institutions. I 
feel sure it will enhance the prestige of the 
codperative movement, and greatly benefit 
its members as consumers.?8 


Dr. Warbasse, a former practicing 
surgeon, has written a book on this 
subject, entitled The Doctor and the 
Public (1935), in which he strongly 
advocates codperative medicine as dis- 
tinct from state medicine. 


State operation of services 


As in the case of agriculture, present- 
day consumers’ coöperation does not 
follow through the logic of its thought 


1 Pp. 227-280. 
18 Consumers’ Coéperation, Dec. 1936, p. 181. 
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and suggest that consumers cwu and 
operate all industry. It is quite will- 
ing, as some of the foregoing quota- 
tions mdicate, to concede the recessity 
far state operation of certain utilities 
and services in order to make them 
available to the people. Thus, E. R. 
Bowen, secretary of the Cod verative 
League, proposes that Congr2ss pass 
certain social legislation and -hat the 
American people use their demovcratic 
powers as voters, consumers, end pro- 
ducers 


te organize our economic system n such a 
way as to increase our wealth ard leisure 
ta the maximum and to provide an equita- 
ble balance of power among ourselves as 
producers and consumers, in order to in- 
sure a just division of work anc wealth. 


Mr. Bowen’s political plan is 


to organize ourselves as voters te recover 
the ownership of national and Deal mo- 
nopolistic utilities, although we consider 
this use of our political powers te be only 
an evolutionary step towards the eventual 
organizing of ourselves Into an economic 
body of consumers and producers largely 
independent of the political states.19 


In England, the Codperative Party 


stands for the nationalization of feel, light- 
ing, transport, and banking; advocates pub- 
lic works policy, and declares agains: gen- 
eral protectionist measures. Its relations 
with thé British Labor Party are rere ami- 
able and agreement on certain metters be- 
tween the two has been reached.2° 


THe ULTIMATE Arms 


The consumer codperative move- 
ment has had the approval ci Presi- 
dents Harding and Coolidge. Presi- 
dent Roosevelt in the Summer of 1936 
sent a Commission of Inquiry to Eu- 
rcpe to study its operation ard scope 

“A General Plan for an American Cc5pera- 
tive Economic Democracy” (leaflet). 

R. A. Palmer, “Economic Signiicaace of 


British Consumers’ Co@Gperation,” The Na- 
ticnal Marketing Review, Spring, 1983, >. 293. 


and to indicate its possible extension 
to this country. Religious groups, 
trade unionists, Republicans, Demo- 
crats, Socialists, and even Communists 
have passed resolutions favoring con- 
sumers’ coöperation. The observant 
Professor Gide remarks that 


its ends are most varied. Whatever is 
wanted of it can be obtained. It lends it- 
self with marvelous ease to any social aim, 
even the most diverse—sometimes, it must 
be avowed, the most antagonistic—so that 
we must choose between them.2? 


A coéperator recently said to the 
writer, ““Codperation is in a state of 
flux. It has no fixed dogma.” Others 
have made similar observations. Ac- 
cordingly, we must again examine the 
activities of codperative societies and 
the statements of its publicists. 

In general, there are three types of 
codperative societies: the individualist 
type, the labor type, and those with 
social objectives. The first type is 
made up of people who may follow 
Rochdale methods in the operation of 
their societies, but who are mostly 
white-collar workers or college stu- 
dents, politically conservative and not 
sympathetic with the aims of labor. 
Such societies usually do not join with 
codperative wholesales or propaganda 
societies. The individualistic or busi- 
ness codperatives may use the codp- 
erative name—even belong to the co- 
operative wholesale—but they exist 
primarily for their own members. So, 
too, we find buying clubs which exist 
primarily to obtain goods at lower 
prices for their members. ‘They are 
not truly a part of the “codperative 
movement.” 

The second type of codperative so- 
ciety is made up of class-conscious 
wage earners. The society is open 
only to the members of the union or 
the Socialist Party Gn France). The 


= Charles Gide, op. ctt., p. 19. 
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coöperative is an appendage to the po- 
litical and class theories of the union 
or party. The profit, or surplus, is 
frequently devoted to strike funds, to 
assistance of needy members, or to 
propaganda activities.?* 

The third type of association has ob- 
jectives other than low prices and bet- 
ter quality for its members. In con- 
sidering these societies we find that 
some look upon coöperation as a tech- 
nique for economic reform; others re- 
gard it as one of the avenues toward a 
new economic democracy; and a third 
group holds to the idea that the pri- 
macy of the consumer must be re- 
established through an entirely new 
interpretation of society. 


CoOPERATION FOR ECONOMIC 
REFORM 


Let us first consider those societies 
or publicists who aim at using the co- 
operative technique for economic re- 
form. The most important organiza- 
tion in this country with this point of 
view is the Consumer Distribution 
Corporation of New York. Its litera- 
ture is entirely free of criticisms of the 
capitalistic system. This group points 
out that our economic difficulties are 
primarily due to deficiencies in our dis- 
tribution system rather than in our 
economic system. And so if con- 
sumers “could develop a system of dis- 
tribution which would provide an ade- 
quate outlet for mass production, they 
would solve that problem.” 23 

The same pamphlet further points 
out that consumers’ coöperation would 
not take business from existing dis- 
tributors, but that it would create 
more employment, more things to be 
distributed, and more opportunities 


= Gide, op. cit., pp. 272-277. 

S The Need for Consumer Codperation and 
a Plan for its Expansion (Pamphlet. New 
York: Consumer Distribution Corporation, 
1937), p. 4, 


for efficient private distributors. It 
holds that no real business man will 
deplore the passing of inefficiency. 


Most assuredly it will not be deplored by 
anyone who really believes in the capitalist 
system. It is true that improvements in 
our methods of production do create tech- 
nological unemployment, but only if there 
are not corresponding improvements in our 
methods of distribution.** 


The Consumer Distribution Cor- 
poration, which was financed to the 
extent of one million dollars by Ed- 
ward A. Filene, aims to assist local 
groups of consumers to establish de- 
partment stores. The organization 
will manage stores in their early stages. 
Eventually they must be completely 
controlled and managed by local 
consumers. 

Let us turn from our own country to 
Sweden, which ig said to have adopted 
“The Middle Way.” The Swedish 
people evidently believe in democracy 
and moderation. Sweden has a con- 
trolled monetary system, state opera- 
tion of the trunk-line railroads, the 
telephone, the telegraph, and the 
tobacco business. Former Premier 
Hansson declared during his tenure 
that Sweden’s government program 
was not intended to “eliminate private 
profit, but to keep private profit-mak- 
ing from leading into speculation which 
is detrimental to the good of the people 
as a whole.” On the other hand, the 
consumers’ codperative associations 
operate large flour, shoe, tire, electric 
light bulb, oatmeal, rayon, and cloth- 
ing factories. They do about one third 
of the retail and about 10 per cent of 
the wholesale trade, and about one 
tenth of the country’s manufacturing. 
Progress has also been made lately in 
codperative housing. 

The Swedish codperative movement 
apparently aims to have just enough 


* Ibid., p. 7. 
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codperative competition to keep pri- 
vate enterprise within reasotable 
bounds and especially to chec< ar dis- 
place monopolies. Private business, 
on the other hand, acts as a check 
against too much bureaucracy ir the 
codperative and government eater- 
prises.” 

The Consumer Distribution Cor- 
poration and the Swedish codperatives 
thus primarily consider consumers’ co- 
operation as a technique of sozial con- 
trol rather than a movement or pro- 
gram with a definitely articulate= aim 
to supplant capitalism. 


Co6PERATION AND OTHER SOCUL `’ 
MovEeMENTS 


There are a number of coGperative 
publicists... this country whc are 
highly critical of our present economic 
system and who regard consumers’ co- 
operation, together with trada uaion- 
ism,. agricultural marketing 20C3era- 
tives, and political action as 3 means 
toward “a new social order.” 

Thus, Mr. E. R. Bowen, seczetary of 
the Codperative League, urges aa im- 
mediate program of social insurance 
and higher mcome taxes, and poatical 
aztion to “recover the ownersh_p of 
national and local monopolistic utili- 
ties.” Further: 


We propose to organize ourselves ¿s con- 
sumers into consumers’ coéperative =ssoci- 
ations to recover the ownership ol large 
sections of industry, utilities and inzace m 
order to produce and distribute fcod, zoods 
and services in abundance. 

We propose to organize ourselves 23 pro- 
ducers by vocations into labor untons. farm 
marketing codperatives “and profesional 
associations to provide means “or justly 
distributing the total amount we produce 
as well as for determining the hous and 
conditions of labor. 


For details. of the Swedish movement, see 
Marquis W. Childs, Sweden: The Meddic Way, 
New Haven: Yale University Press, 19&. 


To these ends of applying and extending 
American principles of liberty and equality 
to the building of an economic democracy, 
we hereby propose to organize as voters, 
consumers and producers and to continue 
in our efforts until we have built a Codpera- 
tive Economic Democracy in America.?® 


ConsuMERS COÖPERATION FOR 
A New Socirery 


Finally, there is another group of . 
codperative thinkers who not only find - 
in consumers’ coöperation a compre- 
hensive program for economic and so- 
cial change, but who stress the pri- 
macy of the consumer. 

These coöperators point out that 
much of current thought places em- 
phasis on the producer. Thus, indus- 
trial capitalism stresses the importance 
of business; finance capitalism stresses 
the réle of finance; labor and the Marx- 
ist stress the worker; agriculture 
stresses the importance of the farmer. 
The evils of our present system, these 
coéperators hold, are due to the domi- 


nance of industrial and finance capi- 


talism. The dominance of labor or 
agriculture would merely set up an- 
other class or group to dominate so- 
ciety as a whole. These codperators 
believe that the emphasis must be 
shifted tothe consumer. “What is the 
consumer?” asks Professor Gide. 
“Nothing. What can he be? Every- 
thing.” 

Briefly, this school of coöperators 
states that the present profit economy 
is falling to pieces and that it is being 
reorganized by two types of nonprofit 
organizations—one the political state, 
and the other the voluntary, nonpoliti- 
cal organization of the people in the 
codperative movement. This type of 
codperator holds Christian socialism, 
syndicalism, guild socialism, social- 
ism, and communism to be false doc- 
trines. 


“ Bowen, op. cit. 
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The one person who merits supreme con- 
sideration is the consumer; he is everybody. 
The alternative to political revolution and 
to profit making industrial control is pro- 
duction controlled by the organized con- 
sumers and controlled in their interest. 
This means production for use; it is the 
only form of production that has that 
motive.2? 


Dr. James P. Warbasse believes 
consumers coöperation to be a practi- 
cal working method which is reorgan- 
izing society upon a voluntary, non- 


political basis. He holds coöperation 


to be not a utopian theory but a factor 
moving toward a different society of 
the future, and an element in a social 
complex. To Dr. Warbasse, coépera- 
tion 1s no palliative, no mere shopkeep- 
ing. To him it is an evolutionary 
method, making use of private prop- 
erty, democracy, and personal freedom 
to build a better social order based on 
mutual aid, self-discipline, and per- 
sonal responsibility. 

Dr. Warbasse admits the achieve- 
ments and the efficiency of the busi- 
ness techniques of the present eco- 
nomic system, but also points out its 
social disadvantages. He holds that 
if a codperative democracy is to be 
reached, it will come about not by 
sabotage and strikes, nor by taxation, 
class struggle, revolution, or other vio- 
lent means, but only by putting de- 
mocracy to work, first on a small scale 
and then on an ever expanding scale 
until it embraces all economic and so- 
cial needs.?® 

The most recent contribution to co- 
operative thinking along these lines is 
The Decline and Rise oj the Consumer, 
by Horace M. Kallen?? Dr. Kal- 
len sees no permanent worth-while 
changes in our society until the pri- 

* James P. Warbasse, in Introduction to Pro- 
fessor Gide’s Consumers’ Co3perative Societies. 

2 James Peter Warbasse, Codperative De- 


mocracy, passim. 
* New York: D. Appleton-Century Co., 1936. 
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macy of the consumer is established. 
This, he believes, is gradually being 
effected by consumers’ coöperation, 
which calls for no revolutionary break 
with the past, but which, by gradually 
displacing our present economy, will 
assure all men justice, plenty, democ- 
racy, and freedom. 


ÅN APPRAISAL 


The other day, the author of several 
pamphlets on coöperation said to the 
writer: 


Radical <hinkers are in the labor camp 
and our denunciations of capitalism cause 
liberal-minded persons to regard us as “sea- 
board intellectuals.” We must reémpha- 
size our evolutionary methods and get to 
work building some really effective con- 
sumer codperatives. Perhaps the oil co- 
operatives out West or the Filene plan may 
set us On our way. 


A detailed examination of the litera- 
ture of some codperators reveals that 
they are as violently anti-capitalistic 
as any socialist. They have already 
buried capitalism in an avalanche of 
criticism, and agree with the Webbs 
that it is dying, and that the only ques- 
tion is whether fascism, communism, 
or consumers’ coöperation will replace 
it. 

Most economists admit the defects 
of our present system, but perhaps 
agree with Professor Seligman that the 
capitalist system has barely got under 
way. The difficulties which our sys- 
tem is facing are growing pains rather 
than the bangs of death. The capi- 
talist system is undergoing many 
changes and is flexible enough to ad- 
mit both trade unionism and consum- 
ers’ coöperation to correct its short- 
comings. 

The economist is not so much inter- 
ested in codperation as an alternative 
to capitalism as he is in having the 
proponents of consumers’ coöperation 
in this country establish a number of 
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successful consumer enterprises. The coöperation. Stop denouncing the 
economist would say to the cadpera- shortcomings of capitalism. Demon- 
-tor, Your colleagues abroad =ave strate the validity of your contentions 
shown the possibilities of consurers’ by successful projects. 


Arthur E. Albrech:, Ph.D., is associate professor of 
economics at the Coleege of the City of New York. He 
has served as direc.or of the New York City office of the 
New York State Lerartment of Agriculture and Mar- 
kets; special agent sor:he United States Bureau of Labor 
Statistics; and menter of Board of Directors of Con- 

' sumers’ Coéperatize Services, and of the speakers’ bu- 
reau of the Eastern States Codperative League. He is 
author of “History cid Problems of the International 
Seamen’s Union” (1223); “About Food and Markets” 
(1933); and “Marcet=ng—Iis Functions and Structure” 
(1935). 


The Democratic Theory of Codperation 


By MeruN G. MLLER 


HAT is democracy that the 
advocates of a penny-saving 
economy should use the term? In 
the strict use of the term, “democracy” 
refers not to any form of business organ- 
ization but to a type of sovereign civil 
government, a government by the whole 
mass of the adult and responsible 
population, whether through direct 
popular lawmaking assemblies of the 
town-meeting type, through referen- 
dumandinitiative, or indirectly through 
elected representatives. The first con- 
tent of the term “democracy” Is com- 
posed of two elements—supreme civil 
government, and popular participation 
in and control of that government. 
There is, of course, a wider use of the 
term “democratic,” applicable to the 
governance and control of any social 
institution. The church or the school 
or a business is said to be democratic 
if the objects sought, the means 
adopted, and the officers who admin- 
ister the institution are subject to the 
direct, or the indirect but effective, 
control by the participating members 
of the institution. The advocates of 
consumers’ coöperation assert that it is 
the most democratic form of business 
association. It is the purpose of this 
paper to examine this claim, and to 
consider whether the democratic pre- 
sumptions or achievements of the 
codperative movement have any vital 
connection with the survival of demo- 
cratic processes of civil government in 
- a world largely controlled or threatened 
by dictatorships. 


ELEMENTS OF COOPERATIVE 
DEMOCRACY 


In addition to the major content of 


the people or their elected representa- 
tives, there are two ancillary concepts, 
which have profoundly altered the 
course of government in the modern 
era-—first, the ideal of freedom, and 
second, the idea of constitutionalism. 

The ideal of freedom holds that a 
government by the people, in its very 
nature, should accord the largest pos- 
sible measure of personal freedom to its 
citizens. This concept involves the 
reciprocal ideas that the object of pop- 
ular government is to maintain in- 
dividual freedom, and that only free 
men are fit to maintain government. 
These ideas, popularized in the eight- 
eenth century, were crystallized by 
Thomas Jefferson in the Declaration of 
Independence: 


We hold these truths to be self-evident, 
that all men are created equal, that they 
are endowed by their Creator with certain 
inalienable Rights, that among these are 
Life, Liberty and the pursuit of Happiness. 
That to secure these rights, Governments are 
instituted among Men, deriving their just 
powers from the consent of the governed. 


Horace M. Kallen, the latest phi- 
losopher of the consumers’ codperative 
movement, has defined the demand for 
liberty, the objective of individualism, 
as “the right to be different.”! This 
central desire to be one’s self is the 
highest expression of the consumer view 
of life as distinguished from the pro- 
ducer function of creating for others’ 
use. Accordtfag to Dr. Kallen, the 
consumers’ codperative movement is 
the economic system which best im- 
plements this imperious drive for in- 
dividual self-expression. 

On the surface there appears a con- 


1 Decline and Rise of the Consumer, 484 pp. 


the term “democracy,” government by New York: D. Appleton-Century Co., 1936, 
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flict between two democratic concepts 
of the codperative movement. If a 
business system supplies the necess.ties 
and the luxuries of life for its nrem>ers 
and is democratically controlled by 
them—that is, by the majority ef them 
—how can it offer complete satisfaction 
to the infinite variety of the incividual 
tastes of its many members? The 
answer is, it cannot. But then, nether 
can any other economic system. Im- 
agmation and desire—potent.al de- 
mend—are always far beyond actual 
supply in any economic order. 

It is obviously true, however, that 
well-established and well-financed pri- 
vaze businesses can better supply 
variety and choice of articles than can 
the small, struggling, ill-financed coöp- 
eretive store in its initial stages. To 
claim that the consumers’ codferative 
movement is democratic becanse the 
codperative member ås free te trade 
elsewhere if he will is to ignore the fact 
that under the system of free private 
enterprise, the consumer already has 
this liberty. We must therefore dis- 
miss the claim that the liberty of trad- 
ing accorded members of a cody erstive 
renders it a superior type of economic 
democracy. 


Economic equality 


The most fundamental econ>mic 
cleim of the champions of the zon- 
summers’ codperatives is that i s an 
economic democracy because fi is an 
economic system which automatizally 
tends toward economic equality. By 
returning to its member patrons as 
patronage refunds the net profits œ the 
business operations, the consumiers’ 
co3perative automatically operates to 
secure a wider diffusion of mney in- 
come to the many, and to preven! the 
accumulation of money power ir the 
hands of the few. Upon this claim, the 
co3peratives stand or fall. 

That the savings refunded to co- 


operators have been and are powerful 
financial factors in reducing the spread 
between poverty and affluence, none 
ean deny. Tales from thrifty English 
and Scotch cobdperators are replete 
with incidents of homes purchased or 
furnished, trips financed, and children 
schooled by “the dividend” from the 
cobperative. Or take this contrast 
from American annals: the proud boast 
of one major petroleum corporation 
that its profits on its business in twelve 
midwestern states was one-quarter | 
billion dollars in a single year—and the 
single codperative oil station which in 
fifteen years returned to its members 
five-sixths of a million dollars. It is 
clear that a thousand similar communi- 
ties could have saved, by similar 
organization, the wealth which the 
great absentee-owned corporations are 
taking out of America’s agricultural 
and industrial communities and piling 
up in unwieldy reserves in the Nation’s ` 


- financial centers. 


The story of the Swedish Koopera- 
tiwa Förbundet illustrates- another 
technique by which consumer coöpera- 
tives contribute to the reduction of the 
cost of living and the wider diffusion of 
wealth. That story should be more 
fully told—the dramatic account of the 
breaking of the margarine trust, the 
fiour and oatmeal trust, the rubber 
trust, the light-bulb cartel, each by the 
production of goods in K.F.’s own 
modern factories, and their sale at a 
moderate profit sufficient only to cover 
normal merchandising costs. In Amer- 
ica, too, the price of feeds and fertilizers 
used by farmers, and the price of 
gasoline used by the whole population, 
have been reduced for all consumers by 
the action of the militant minority 
who created coöperative associations. 


Control of quality 


The claim to consumer control of 
quality is another of the basic factors 
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of the alleged codperative democracy. 
We live in a fool’s paradise of glittering 
advertisements. Whether we walk 
down Broadway, travel through the 
country-side, peruse the current period- 
icals, or tune in the radio, our eyes are 
dazzled and our ears deafened with 
flashy appeals to our cupidity, our 
hopes, or our fears. And all this 
passes for forthright defense of ‘“‘qual- 
ity” and “bargains.” 

Efforts of consumers to protect 
themselves through research institu- 
tions and the “debunking” of adver- 
tising are hopelessly like bailing out the 
ocean with a tin cup. Efforts of the 
government through Consumers’ Coun- 
cils and like agencies are the organiza- 
tion of “everybody’s business’”—£.e., 
“nobody’s business” —against the pres- 
sure politics of powerful producer 
groups organized to defend their in- 
alienable “right”? to monopolize and 
even “rig” the market. But when 
consumers organize to buy collectively, 
they accumulate financial reserves out 
of savings. When they federate to- 
gether in regional and national whole- 
sales, they can bargain effectively with 
manufacturers for quality products at 
reasonable prices. American codpera- 
tive wholesales are manufacturing for 
their members lubricating oils, greases, 
and paints, under regular laboratory 
testing m their own plants, and by so 
doing have raised the quality and 
sharply reduced the price of the com- 
modities to the consumer. They have 
produced the latest model of tractor, 
powered with the latest automobile 
engine and surpassing all other tractors 
in the recognized official tests. One of 
them, with a wholesale grocery depart- 
ment less than two years old, has 
secured a complete line of canned goods 
canned according to government stand- 
ards, with the grade marked on the can. 

On the economic side, then, the con- 
sumers’ codperatives do offer certain 


democratic features which privately 
owned businesses do not and cannot 
offer: First, instead of “making money” 
for a few owners, the coéperatives re- 
turn the accumulated savings to the 
many purchaser-members who made 
the savings possible by their patronage, 
and so operate to promote economic 
equality and to prevent economic 
privilege. Second, they tend to de- 
stroy monopoly advantage, and so 
reduce the level of price to all con- 
sumers. Third, they provide a tech- 
nique by which consumers can control 
the quality of the goods they buy, and 
so secure greater satisfaction for their 
expenditures. These are, and must 
remain, fundamental in any economic 
system which claims to be an economic 
democracy. Whether the codperatives 
will be efficient in these services to 
their members and the public as a 
whole largely depends upon the or- 
ganizational democracy of the codpera- 
tives, to which we now turn our 
attention. 


Tue ROCHDALE PRINCIPLES 


Earlier in this paper constitutional- 
ism was mentioned as one of the factors 
in the idea of democracy. It is not 
essential that the constitution be 
written, but it is important that there 
be essential agreement as to the forms, 
the functions, and the powers of the 
governing agencies. The codperative 
movement, composed of a multitude of 
independent or federated self-govern- 
ing units scattered throughout a nation, 
has such an unwritten constitution— 
its principles democratic and more or 
less generally understood, its form of 
organization flexible. 

The Rochdale pioneers adopted a 
statement of “objects and plans” which 
might be termed a constitution. These 
plans included: a store, a housing 
project, manufacturing, a rural reset- 
tlement project, and a “temperance 
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hotel.” These aims they themselves 
summarized in the memorable phzase, 
“a self-supporting home colony of 
united interests.” Since they kac not 
the means to finance the realization of 
their ultimate objective, they b2gan 
wkere they could, with the store, 
financed by a year’s hard-won savings. 
It is an old story how this consumers’ 
project proved more stable, more in- 
elusive, and more “profitable” than the 
producers’ cobperative they had hoped 
to establish. This experience of the 
Rochdale pioneers illustrates the most 
striking quality of the democracy cf the 
consumers’ codperative movement— 
namely, its flexibility. The coipera- 
tive movement is like life—its genius is 
its variety, its ability to change with 
changing circumstances. 

When the Rochdale pioneers were 
making the transition from tie pro- 
ducers’ coiperative ideal to the con- 
sumers’ codperative ` practice, they 
found it necessary to adopt a set of 
rules for the business operation of their 
enterprise. These rules, formulated 
by Charles Howarth, are the first 
statement of the much debated *‘Itoch- 
dale principles,” though they were not 
at that time so designated. 


1. To sell goods at prevailing locel prices. 

2. Restriction to a fixed rate of tke in- 
terest upon capital—this interest to have 
first claim upon the profits. 

3. The distribution of profits tafter 
meeting expenses and interest charges) in 
proportion to purchases. 

4. No credit—all purchases and sales to 
be paid in cash when the goods are handed 
over. 

5. Both sexes to have equality m mem- 
bership rights. $ 

6. Each member to have one vote and 
no more. 

7. Regular and frequent meetings to be 
held for the discussion of the soctety’s 
business and receiving suggestions for im- 
proving the society’s welfare. - 

8. Accounts to be properly kept and 


audited; and balance sheets to be regularly 
presented to the members.’ 


Strictly speaking, these are not 
principles but practices. The fact of 
the democratic flexibility of the con- 
sumers’ codperative movement is no- 
where better illustrated than in the 
protracted discussion over the “seven 
Rochdale principles.” In 1925, Anders 
Orne listed the “seven principles” as 
follows: 


1. The necessary capital shall be fur- 
nished by the members and shall receive a 
fixed interest. 

2, Only goods of the purest quality shall 
be handled by the codperative. 

8. Full weight and measure shall be 
given at all times. 

4, Ordinary market prices shall be fol- 
lowed and no credit shall be given or asked 
for. 

5. Surplus-savings (“profits”) shall be 
distributed to the members in proportion 
to each member’s purchases. 

6. The principle “each member—one 
vote” shall be applied, and men and women 
shall have equal rights as members. 

7. A definite percentage of the net earn- 
ings shall be set aside to be used for edu- 
cational purposes.’ 


In 1931 T. W. Mercer formulated the 
seven principles as Universality, De- 
mocracy, Equity, Economy, Publicity, 
Unity, and Liberty. 

In 1934 a special committee of the 
International Coéperative Alliance re- 
ported to the Congress of the Alliance 
as follows: 


The Principles of the Rochdale Pioneers 
which are the accepted basis of the codper- 
ative economic system are: 

1. Open membership 

2. Democratic control 

8. Dividend on purchase 

4, Limited interest on capital 


2 F. Hall and W. P. Watkins, Cotperation (397 
pp. Manchester: Cotperative Union, Ltd., 1934), 
p. 87. 

3 VY. S. Alanne, Fundamentals of Consumer Co- 
operation, 3d rev. ed. (120 pp. Minneapolis: 
Northern States Coöperative League, 1984), p. 29. 
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To these must be added as representing 
the social and moral inspiration of the 
movement: 

5. Political and religious neutrality 
6. Cash trading 
7. Promotion of education.’ 


But even this list is not final. Some 
delegates to the Congress doubted 
whether neutrality could always be 
maintained, especially when conserva- 
tive political parties attacked the 
cobperatives. Others were opposed to 
making cash trading a test of codpera- 
tive orthodoxy, since credit is, in 
practice, granted by many codpera- 
tives. So the report was referred back 
to the committee for further study. 

Not to be outdone, the Congress of 
the Coéperative League of the United 


States, meeting in Chicago several. 


months later, adopted all seven prin- 
ciples and added an eighth, thoroughly 
in the American tradition, “Continuous 
Expansion.” 


POPULAR CONTROL 


Now it is significant that whether 
principles be defined as motivating 
ideals, goals to be approached but al- 
ways receding, or whether they be de- 
fined loosely as prevailing practices, 
democracy is always included in the 
list of the principles of the coöperative 
movement. “One member, one vote,” 
“no proxy voting,” “the powers of 
management to be placed in the hands 
of officers elected by the membership 
periodically,” “both sexes to have 
equality in membership rights’”—these 
are democratic procedures which the 
Rochdale pioneers practiced in their busi- 
ness enterprise before any of them were 
practiced in British civil government, and 
most of which are not yet practiced by the 
ordinary business corporation. 

The growth of the cobperatives into 
gigantic business organizations has 


4 Quoted in The Cotperative Consumer, Vol. I, 
„no. 20, Oct. 10, 1934. 


. business. 


brought many difficulties in the preser- 
vation of popular control. 

One of the miracles of modern busi- 
ness has been the success of “common 
men” in the administration of great 
The Webbs comment as 
follows on the management of British 
local codperative enterprises: 


When we realize the inevitable limita- 
tions of the committees of men engaged 
during the day in earning their own. liveli- 
hood in manual or minor clerical labor, able 
to meet only in the evening, at the end of 
exhausting toil and unaccustomed in their 
daily lives to any but a narrow range of 
dealings in small sums, we can only be 
amazed at the capacity and success with 
which these codperators have coped with 
business running literally into millions of 
pounds per annum, and have controlled 
staffs of hundreds of employees! What has 
been accomplished in scores, and even 
hundreds of cases, not merely for a year or 
two, but over generation after generation, 
would be impossible for any other organiza- 
tion, and incredible if not attested by the 
facts.’ 


Latterly these huge British societies 
have been compelled to resort to various 
devices to retain both popular partici- 
pation and effective business manage- 
ment. Membership on the committee 
of management (American “board of 
directors”) has in some cases been 
changed from free service to a full-time 
paid position; a change analogous in 
part to the change in American mu- 
nicipal government from the city coun- 
cil or aldermen to the full-time city 
commission. 

In the larger cities, with societies 
numbering many thousands, various 
means have been utilized to keep alive 
active membership participation. 
These include: the district election of 
directors; the holding of membership 
meetings by “wards,” often simul- 

Beatrice and Sidney Webb, The Consumers’ 


Codperative Movement (504 pp. London & New 
York: Longmans, Green & Co., 1921), pp. 85-36. 


34 TEHE ANNALS QF THE AMERICAN ACADEMY 


taneously, with presentation af the 
same issues at all sections; the election 
ot local advisory committees be the 
patron members of each store, to act 
as connecting links between th= czntral 


board and the local constituenzies; and. 


the use of mail ballots for board elec- 
tions and for other important iss_es. 

It is true that none of these sckemes 
is a guarantee of continued member 
participation. It is true, too, that 
“95 per cent of the members dp not 
take the trouble even to votə in the 
election of the committee of manage- 
ment.” € But it is also trie that 
member control is exercised in the 
British cobperatives much morz c_Ddsely 
through the constant contact between 
employees and customer-membes in 
the shops of the societies.” Consamer 
ownership operates like the recall in 
American politics, as “the shctgun 
behind the door”—a constant threat to 
unsatisfactory management. By and 
large, the British experience is that 
where issues arise, popular part_zipa- 
tion is prompt and effective. 


TRANSFORMATION IN AMERICAN 
MOVEMENT 


American coöperation, as & native 
indigenous democratie growth. is now 
gcing through a transformation not 
unlike that of the British movement 
before the turn of the century: fc the 
native American codperative movement 
is chiefly a farmers’ movement. Its 
leaders have been largely producer- 
minded, as were most of the Koc=dale 
leaders and their successors; and, un- 
like British experience, Americar co- 
operation has conformed to the pro- 
ducer idea. 

Yet the spirit of democratic flezibil- 
ity is at work. American farmer co- 
operators have added to codperative 
marketing of agricultural products the 


€ Beatrice and Sidney Webb, op. cit, p.48. . 
t Ibid., pp. 48-54. 


codperative purchasing of farm sup- 
plies. Along with this purchase of 
farm supplies has come the purchase of 
goods not strictly limited to farm use— 
gasoline, groceries, radios., In the 
purchase of these commodities, farmers 
are discovering that they can codperate 
with various city groups. From the 
Scandinavian codperators in America, 
and particularly the Finns, American 
farmer leaders are discovering that 
their own practices conform more or 
less closely to the pattern of Rochdale 
codperative principles, 

As leaders make these discoveries, 
one by one, many interesting develop- 
ments take place—all of them illus- 
trative of the power of a democracy to 
develop, to evolve new and better 
forms. By-laws and then state laws 
are amended to require that codpera- 
tive associations shall vote by member 
and not by shares of stock. Proxy 
voting is eliminated either directly by 
law, or by limiting each member to 
one share of common stock. Open 
membership is first tolerated, then 
written into by-laws, then stoutly 
defended. It is a lesson in the intel- 
lectual resiliency of a democracy to 
watch leaders of the farmers’ codpera- 
tive movement reéducating them- 
selves—to watch strong men, leaders in 
positions of power, deliberately and 
with effort using “members” instead of 
“stockholders,” “patronage refunds” 
instead of “dividends,” “‘savings” in- 
stead of “‘profits.” 

Parallel with this transformation 
taking place among American farm 
leaders, the new city codperatives are 
bringing a similar evolution among 
America’s liberal leaders. Men who 
for years have deplored the disinherit- 
ing of the common people by the rapid 
concentration of control of America’s 
fabulous wealth are now taking posi- 
tions of active leadership in actual 
business undertakings. They have. 
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found “a place to take hold.” Now 
they find themselves on boards of 
directors, intrusted with financial re- 
sponsibility—happily not too large at 
first. They are learning the practical 
arts of business management, the 
political arts of controlling a following. 
These idealists—church leaders, liberal 
reformers, socialists—have much to 
learn, and they must learn rapidly. 
As their reéducation praceeds, potential 
leaders are being trained for more 
active participation in America’s de- 
mocracy—both in business and in 
government. 

Even more significant is the fact 
that these leaders and the groups whom 
they represent—farmers, laborers, and 
professional classes—are learning to 
associate closely, across class and voca- 
tional lines. Here are two of the 
writer’s recent observations. One is a 
board of directors—a college president 
with a wealth of insight, a street-car 
man with long and honorable credit 
union experience, a utility officer with 
expert personnel training, each learning 
from the other’s training, each respect- 
ing the other as a business associate and 
as a man. The other is a members’ 
meeting, enjoying a social half-hour 
after the business. Over the CO-OP 
coffee and CO-OP pumpkin pie, a 
group of farmers talk with the railroad 
men, the teachers’ wives with the 
women from the “other side of the 
tracks.” These Americans are ac- 
quiring solidarity—not class solidarity 
but community solidarity. He who 
sees these groups in action knows that 
he is witnessing the building of a new 
and finer democracy, where “a man’s a 
man for a’ that and a’ that.” 


BLUEPRINTS OF THE FUTURE 
The cautious critic will say, and 
truly, that these evidences that the 
codperative movement is laying the 
foundation of a fairer democracy are 


small in number and all too infrequent 
to be of immediate significance in the 
current scene. The idealist, on the 
other hand, asks a blueprint of the 
codperative commonwealth that is to 
be when these developments have come 
to their fruitage. 

The perfection of the democratic 
theory of the cotperative movement is 
that the codperative movement has no 
democratic theory. Its gospel came 
from no messiah. It has no infallible 
word to be twisted by unborn genera- 
tions to fit circumstances unforeseen by 
the founders; for the founders had no 
theory of consumers’ codperation. 
Their practice of consumers’ coöpera- 
tion sprang out of the character of their 
endeavors in another direction; and 
they died unaware that they had dis- 
covered a new way of economic life. 
But their successors have given us 
many blueprints of the codperative 
commonwealth of the future. 

Dr. J. P. Warbasse, president of the 
Codperative League of the United 
States, thinks “the theoretical end of 
consumers coöperation . . . 1s to pur- 
chase the land from the farmer and 
employ the latter as an agricultural 
technician ”; § to replace production for 
profit by production for use, including 
in that transition the gradual disap- 
pearance of all organizations (pro- 
ducers’ codperatives and labor unions) 
“limited to a craft or a class.” ° He 
even ventures the prediction that “‘evo- 
lution may substitute codperative de- 
mocracy for the state.” 1° 

Dr. Horace M. Kallen envisions a 
consumers’ economy created by the 
convergence o$ the efforts of codpera- 
tives, labor organizations, and credit 
unions. As each expands, more and 
more employees will become their own 
bankers and their own employers. A 


8 Coiiperative Democracy, 8d ed. (885 pp. New 
York: Harper & Bros., 1936), p. 217. 
3 Tbid., p. 207. 10 Thid., p. 187. 


im) 


society predominantly so organized 
would regard work neither as a right 
nor as a duty, but as a mears. It 
would provide both labor and leisure 
for all classes—leisure for the freely 
chosen, self-imposed disciplinas >f the 
arts and the sports." 

Socialist blueprints of the co3pera- 
tive commonwealth usually dism ss the 
present function of the consumer coöp- 
erative movement as a “means of social 
education,” a “dramatic demonstration 
of the fundamental principle cf a func- 
tional society.” When the codperative 
commonwealth (i.e., the all-powerful 
socialist state) has been achieved, the 
coöperative enterprises will be allcwed a 
continued existence on the fringes 
of the political state. In the werds of 
the Executive Director of the League 
for Industrial Democracy: 


It is thus seen that there are numerous 
services, as in farming, th retail distrikution, 
in fraternal societies, in various types of 
educational effort, in newspapers and mag- 
azines, where non-profit-making ccépera- 
tive societies of a voluntary nazur2 may 
well exist under a codperative common- 
wealth side by side with public enterprise, 
and may not only be permitted. but def- 
iritely encouraged as a means of avoiding 
too great centralization in the hazds of the 
state.!2 


Perhaps the truest estimate is that 
oi Beatrice Webb, who has the honor 
to have.been first to discover that there 
was a consumers’ cobperative philoso- 
phy, and who for forty years hes fol- 
lowed its rising fortunes as the nove- 
ment has become both powerful and 
self-conscious. In her little pamphlet 
The Discovery of the Comsumer she gives 
her final estimate, that the pclitical 
state and the cotperative societies, both 
d2mocratically controlled, wil divide 


11 Kallen, op. cti., pp. 427-433. 

12 Harry W. Laidler, Socializing Our Derocracy 
(330 pp. New York: Harper & Bros, 1235), p. 
163, 
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the field of service between them, sup- 
ported by powerful associations of pro- 
ducers. The codperative societies as 
voluntéry associations will function for 
most of the needs of the masses of so- 
ciety. Those services, such as power 
and roeds, which by their nature must 
be free or accessible to all, and those 
which, like the schools, must be sup- 
ported vy all though used only by part 
of the population at any one time, will 
be administered by the democratic 
state. 


“Tam Mippur Way” 


It is a commonplace among codpera- 
tors to refer to the codperative move- 
ment as “the middle way” between 
communism and fascism, the demo- 
cratic way between the dictatorships of 
the Left and those of the Right. But 
it should not be overlooked that Mar- 
quis Childs, who popularized the phrase 
in his Sweden, the Middle Way, used: it 
not to describe an exclusive codpera- 
tive orcer, but to define a technique of 
undogmatic compromise between pri- 
vate profit business and consumers’ 
codperatives, between public and pri- 
vate ownership of utilities, betwéen 
capital and labor, between a sense of 
state responsibility for the husbanding 
of natuzal and human resources, and a 
tough, virile individualism. 

Over against this pragmatism of the 
Scandiravian states, there are the 
totalitarian philosophies that hold sway 
over tbe masses of Russia, Germany, 
and Italy today. In each of these 
states the theory is that a single 
political party embodies the virtue of 
the entire populace—a virtue that is en- 
titled end destined to dominate the 
destinies of mankind. The practice is 
more direct than the theory—ruthless 
control by the will of one imperious 
master mind, the ‘‘Leader.”’ 

It was mevitable that prominent 
persons in the democratically con- 
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trolled consumers’ cotperative move- 
ments in these countries should be 
among those first “liquidated.” And 
it seems equally in keeping with the 
genius of coöperation that the institu- 
tion itself should have survived— 
altered, controlled, but not destroyed. 

Is the democracy of consumers’ co- 
operation the middle way between 
fascism and communism? To the 
writer, the facts recited in the fore- 
going pages point to but one conclu- 
sion. Consumers’ coöperation is only 
one element of the middle way, but it is 
an indispensable element. Political 
democracy can scarcely survive in the 
midst of an all-powerful economic 
oligarchy, as events in mining camps 
and sharecropper areas have amply 
demonstrated. To the extent that 
consumers’ codperatives revive the 
sense of self-government while crippling 
economic monopoly by effective com- 
petition, the consumers’ movement will 
contribute to the reinvigoration and the 
survival of democracy. 

Conversely, the codperative move- 
ment cannot hope to survive without 
political democracy. As recently ex- 
pressed by H. J. May, secretary of the 
International Coéperative Alliance: 


The codperative movement has a long- 
standing tradition of political neutrality, 
but it is a tradition of neutrality, not im- 
potence. Ours is an economic organization, 
not a political instrument. Codperatives, 
which have recently been under fire from 
the United States Chamber of Commerce, 
make but four demands of the state: com- 
plete freedom to develop on equal terms 
with other enterprises, equality before the 
law, credit facilities equal to those provided 
profit business, and reascnable opportunity 
of self-determination within the framework 
of any system of state or planned economy.'* 


Any realist knows that such objec- 
tives will not be reached without polit- 
ical activity—petitions, lobbying, let- 
ters “from the grass roots” to members 
of legislatures—all the familiar ma- 
chinery of pressure politics. To secure 
these ends may easily require tempo- 
rary alliance with whatever parties or 
political leaders may champion the 
cause of the cotperatives in legislative 
halls and administrative agencies. This, 
of course, is simply democracy as it is 
necessarily practiced in the world as it 
is. 

To conclude, then. The consumers’ 
codperative movement is strictly in 
keeping with the American tradition of 
freedom. It is a phase of that great 
drama characterized by Horace M. 
Kallen as “the enduring struggle which 
is the heart of American history—the 
struggle to transform: the preamble of 
the Declarationeof Independence from 
a confession of faith into a way of 
life.” 4 The cotperatives are not 
alone in this struggle, nor can they win 
the struggle unsupported by other 
forces. Neither is the consumers’ co- 
operative movement a Utopia, an ideal 
system planned by reformers who 
would remake men after the mold of 
their own minds. ‘To be sure, it has in 
it the stimulus of an invigorating vi- 
sion, the passion of an elemental faith. 
But it is even more a present, workable, 
democratic system of economy, a 
pretty good way for the common man 
to do business—the common man who 
desires nothing better than to live his 
own life unhindered by an inquisitorial 
government and unhampered by ig- 
noble poverty. 

13 The Coöperative Consumer, Vol. III, no. 21 


(Nov. 9, 1936), p. 2. : 
14 Decline and Rise of the Consumer, p. 291. 
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Philosophical and Ethical Asp2cts of Consumer 
| Codperation 


By H. M. KALLEN 


NACH social philosophy moves in 
d one of two dimensions of the 
human spirit. The less usual type 
is empirical and expressive. It em- 
bodies the record of experienre. It 


describes the conduct of men :n their | 


relations with one another, desiznating 
the passions which rule and drive, 
tracing their consequences, analyzing 
the play of personal faith and social 
custom, novelty and tradition, disaster 
an] good fortune, free intelligence and 
prescriptive rule, in the generation, the 
development, and the dissipation of 
associational forms. With these as 
a frame of reference, if makes mterpo- 
‘lations and projections. 

The interpolations and pro-eczions 
constitute the other dimension cf social 
philosophy. At their roots, they are 
imaginative prolongations of some 
items of present experience into the un- 
experienced future and the untemem- 
bered past; but in}full flower, they 
transform changing events into eternal 
principles, local happenings into uni- 
versal laws. Upon these laws and prin- 
ciples they then elaborate dialectical 
systems of society wherein conclusions 
are treated as foregone and premises as 
inescapable. . 

Social philosophies differ from one 
another according to the rôle that the 
experiential or the dialectica. com- 
ponent plays in them. dn some, the 
experiential component is primary and 
furdamental, the dialectical auxiliary; 
they treat “laws” and “principles” 
as working hypotheses subject to 
constant modification by the process of 
experience. In others, the dialectical 
component is primary; and the system 


is a logizal architectonic presented as 
a deposit of faith to be affirmed and 
clung to even when it contradicts ex- 
perience. The rôle of such a philos- 
ophy is neither to envisage nor to 
understand the social actuality, but to 
explain .t away and to demonstrate 
another which should be more com- 
pletely zratifying to the unfulfilled 
desires o? the believers. Its postulates 
are not impartially observed and freely 
accepted, but arbitrarily selected and 
passionazely imposed. Its functions 
are compensatory. As a program of 
social change it embodies a rationaliza- 
tion of desire in the form of a gospel; 
wish-thixking bulks large in it. Being 
a plan to reshape human relations 
closer to the heart’s desire, it is able so 
to work on the minds of men as to 
create something of that which, it 
argues, nevertheless exists already. 
It begins with such creations, but, it 


cannot carry them through to fulfill- 
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ment. As the progress of its dialectic 
involves a progressively greater diver- 
gence from experience, it ends in a 
debacle af contradictions between prac- 
tices and principles, professions and 
purposes, events and laws. Its verifi- 
cation in events is thus automatically 
removed from a definite proximate fu- 
ture to ome indefinitely postponed. In 
this, as in many other matters, the 
fascist ard the communist systems are 
at one with the orthodox ecclesiastical: 
the kingdom of heaven, the well- 
ordered authoritarian state, and the 
classless society are never at hand and 
ever to come. - They are equally future © 
Utopias, forever being built by re- 
bellious subjects under the lash of 
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moral, material, and intellectual task- 
masters. 


CONSUMERS’ COGPERATION AN 
EMPIRICAL PHILOSOPHY 


The philosophy of consumers’ co- 
operation is one among the empirical 
and expressive social philosophies. It 
contains only the normal and healthy 
amount of wish-thinking. It was not 
explicated from first principles begotten 
of passion by conflict. There is noth- 
ing aprioristic about it. It was not 
first constructed as idea and then the 
consumer association shaped according 
to the lines it laid down. First the 
codperative movement grew and spread 
even as the life of a man grows and 
spreads; then, after a time its experi- 
ences were recorded, the records stud- 
ied and reflected upon,' the reflections 
stated as a working hypothesis of 
human nature and human relations to 
be launched among alternative and 
competing social philosophies, in its 
consequences to verify its value as an 
insight into the lives of men and as a 
program of their liberation and ful- 
fillment. 

To those familiar with the spirit of 
the libertarian and individualistic phi- 
losophies of the eighteenth and nine- 
teenth centuries, the philosophy of 
consumer codperation will present 
nothing conspicuously new. They will 
see it as an extension of the conceptions 
of human nature and human relations, 
which underlay the political democra- 
tism of those times, 7rom political to 
economic association. ‘Those concep- 
tions were aspects of a two-hundred- 
years’ growth of the natural sciences, 
of their codrdination in the Newtonian 
system of world mechanics, and of the 


1 Most conspicuously by Holyoake, by the 
Webbs, and by Charles Gide. For a more de- 
tailed account of the development, see my The 
Decline and Rise of the Consumer, New York: 
Appleton-Century, 1936. 


formation of a philosophy of nature 
and man of which that system was 
the ground plan. 

Newtonian physics defined the Zett- 
geist—the stuff determining the habit 
of mind and the climate of emotion 
which brought forth the various re- 
statements of the naturalistic philos- 
ophy of democracy elicited by the 
exigencies of events. This philosophy, 
indeed, was a secularized reformulation 
of the Protestant teaching that each 
immortal soul is its own authority in 
all matters of religion and that no other 
authority may impose itself to inter- 
vene between its God and it. The 
Illuminati of the eighteenth century 
translated that immortal soul into the 
“natural man,” and its autonomous 
conscience into his natural, therefore 
his inalienable, rights, thus declaring 
that the man is his rights, his rights 
are the man. ¿On the negative side 
they developed the idea as a critique 
of the existing inequities among human 
beings, describing them as unnatural 
fabrications, without ground in natural 
law and human reason. 


TOTALITARIANISM REJECTED 


The critique of inequity led to the 
affirmation of equality. The phi- 
losophes did not mean by this equality 
that people extrinsically different were 
intrinsically the same; they meant that 
persons intrinsically different should 
be peers in right and status—social 
equals as well as equal before God. 
They meant that the differences of 
race, faith, sex, wealth, or rank were 
morally on a par—egual differences. 
Indeed, the meaning of equality came 
more from what its proponents re- 
jected than from what they proposed. 
They rejected every claim to superior- 
ity or privilege on the ground of rank, 
wealth, power, or other inequities 
based on externals; and they rejected 
the justification of such claims by 
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means of a conception of human so- 
ciety as an immutable organic hierarchy 
of persons and castes wherein autkority 
was established by God’s command- 
ment, irreversibly, and wealth, station, 
power, and privilege were helc ky di- 
vine right and forever. 

The social philosophy rejected by the 
philosophes is totalitarian. Et pur- 
pcrts to regard the Church or tke state 
or the Economic Establishment as a 
whole which is different from and 
independent of the individuals who 
compose it, generating and destroying 
its members as a bird grows and sheds 
feathers or a beast its hairs—to serve 
its own ends and needs, not theirs. 
To the institution, whatever it be, 
the members, hence, owe their ives, 
their fortunes, and their sacred 10nors. 
Its aggrandizement and glory ave their 
good, its service their duty. What it 
commands is right, what it forbids, 
wrong; what it prescribes is truth, what 
it proscribes, error. Wisdom is to 
know its commandments. Virtue is 
to obey them. Contemporary totali- 
tarianism adds to the metaphysics of 
the Church Universal and of zhe di- 
vinely ordained State, the mrtks of 
Hegel’s more secular “objective moral 
order,” ? of Marx’s “method of pro- 
duztion” inexorably generating at- 
tendant social classes and a class strug- 
gle, of Hitler’s foreordained supreme 
Racial State, and of Mussolini’s State 
Militant, that dethrone and o7errule 
God and his Church. 


Tut DEMOCRATIC PHILOSOPHY 


The naturalistic philosophy of de- 
mocracy is the inevitable repudiation 
of all that. Its classical formulation 
remains the American Declaration of 
Independence. 


-2 “Whether the individual exist or not. is a 
matter of indifference to the objective moral 
order which alone is steadfast. It is the power 
by which the life of individuals is governed.” 


We hald [its signers said] these truths to 
be self-evident, that all men are created 
equal, that they are endowed by their 
Creator with certain unalienable Rights, 
that among these are Life, Liberty and the 
pursuit of Happiness. That to secure 
these rights, Governments are instituted 
among en, deriving their just powers 
from the consent of the governed. ‘That 
whenever any Form of Government be- 
comes destructive of these ends, it is the 
Right of the People to alter or to abolish it, 
and to institute new Government, laying its 
foundation on such principles and organiz- 
ing its powers in such form, as to them shall 
seem most likely to effect their Safety and 
Happiness. 


The philosophy embodied in these 
brief sentences adds to the concept 
of the natural man with his natural 
rights two fundamental notions. The 
three together compose the democratic 
ideal. 

The first fundamental notion is that 
institutions, whether they be political, 
ecclesiastical, economic, or of any 
other kind, were, like the Sabbath, 
made for men and not men for institu- 
tions. All are “governments” set up 
to preserve equal rights—such as the 
rights to life, liberty and the pursuit 
of happiness—for different people. 
Institutions are secondary, not pri- 
mary; means, not ends. 

The second fundamental notion is 
that such governments rest on the 
consent of the governed; governments, 
that is, are voluntary associations of 
different people to accomplish common 
purposes. The people do not derive _ 
their powers and purposes from the. 
asscciations; the associations derive 
them from the people. Churches which. 
embody this philosophy take on a 
free congregational form. Democratic 
states are so ordered that the officers, 
the measures, and the policies of gov- 
ernment are automatically subject to 
the judgment and decision of the peo- 
ple who, by means of equal suffrage, 
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regular elections, and the other imple- 
ments of democratic control, make 
their choices known. They are able 
to do this only so long as the basic 
liberties of person, association, speech, 
conscience, press, inquiry and research, 
and the like are inviolate. In addition, 
the spokesmen for democracy believed 
that men must so hold property that 
there should be no greatly poor or 
greatly rich and that an abundance 
might prevail for all. They looked to 
an economy which should sustain 
democracy and help it to succeed. 


PUBLIC EDUCATION NECESSARY 
TO DEMOCRACY 


Organically related to civil liberties 
and economic independence, in the 
embodiment of the democratic ideal, is 
free public education. Condorcet, 
reporting to the National Convention 
as chairman of the committee to draw 
up a constitution for the new French 
Republic, stated in the Declaration of 
Rights by which he prefaced this con- 
stitution, “Elementary education is 
the need of all and society owes it 
equally to all its members.” Con- 
dorcet counted education among the 
foremost defenses against artificial 
equalities. 


Unless the multitudes who labor share 
most fully in the cultural and spiritual 
inheritance of the race through education, 
the enlightenment of the upper classes 
must be restricted and the poor are con- 
demned to eternal stupidity. When it 
_ spreads, not when it concentrates, does 
enlightenment increase. 


In his Report on Education he wrote 
that “public education is a duty that 


society owes to all citizens.” Its task- 
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to assure to each one the opportunity of 
making himself more efficient in his work; 
of making himself more capable of perform- 
ing his civil functions; and of developing, 


to the highest degree, the talents that one - 
has received from nature, thereby estab- 
lishing among the citizens actual equality 
in order to make real the political equality 
decreed by law. 


In America, Jefferson and other 
champions of democracy felt the same 
way; and in a later generation Ameri- 
cans largely undertook to realize what 
the French only envisaged. The im- 
plementation of consent by means of 
education, of impartial election ma- 
chinery, of the free presentation of can- 
didates fcr office and the free choice 
by the voters between candidates and 
between proposed laws and statutes, 
together with the submission to ma- 
jority decisions, has enabled the po- 
litical patzern to stay fluidly responsive 
to the changing judgments of the 
human beings associated in democra- 
cies. Mare than any other pattern 
does it express, their intentions and 
rest on their consent. Because of it, 
leadership can be, and is, both respon- 
sible and representative; for in democ- 
racies, leaders are chosen, not imposed, 
and chosen leaders represent the senti- 
ments and judgment of their electors 
and must answer to them for their 
words and deeds even where the demo- 
cratic prozess is subject to nullification 
by its own deficiencies. As Abraham 
Lincoln Jong ago pointed out, in a 
democracy leaders have to keep on 
explaining. 


DANGERS OF AN INDUSTRIAL 
Economy 


To the philosophes and their follow- 
ers, demccratic society could be only 
a society of farmers; the security of 
political liberty lay in an agricultural 
economy. ‘Their ideal free citizen was 
the freeholder or artisan who was his 
own master, dependent on the inter- 
ests of no other and subject to no 
other’s rule. Especially, he was the 
“independent farmer.” Indeed, Jeffer- 
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san, in America, hoped that the United 
States might remain forever a country 
of such farmers. He feared th2 conse- 
quences to democratic institutions if 
the prevailmg agricultural economy 
were superseded by a commercia. and 
financial one such as he saw in Europe. 
Both the friends and the opporents of 
the democratic idea shared his Fears. 
Henry George and Macauley alike 
attributed the strength of demozracy 
to the boundless abundance f free 
land for freeholds. They saw tis chief 
menace in the existence of multitudes 
of poor and ignorant endowed with 
the power of the ballot. 

It may be said that to a certam ex- 
tent the fears and anticipatiors have 
been realized—but in a form which 
could not be foreseen, Our owr Cay is 
acutely conscious of such multilides as 
the creatures and the victims cf mod- 
ern enterprise with, its mechenical 
inventions and obsolescences, its unem- 
ployment, its labor struggles, ics finan- 
cial oppression and industrial exploita- 
tion, all framed in a business cycle 
whose peaks and troughs are neverthe- 
less the highs and lows of a standerd of 
living which rises, slowly, unevealy, in- 
securely, but rises absolutely. In the 
formation of the rules and patterns of 
this enterprise, justified and san=t.oned 
by the dogmas of the philosaphy of 
lazssez faire, the freeholder has been 
degraded into a tenant, the craftsman 
into a factory hand, personal property 
personally administered into e>rpora- 
tion stock held by absentee owners, 
ard individual production tc serve 
personal needs into mass manmfacture 
for anonymous markets. Demzcracy’s 
natural man with his natural malien- 
akle rights has been made over into 
capitalism’s economic man operating 
under the “law of supply anc de- 
mand.” 

Consumer coöperation grew as a way 
to overcome the economics of scercity 


which the principles of laissez faire de- 
nied and its practice imposed; the co- 
operative movement is an effort to di- 
rect the techniques and associative 
forms of the financial-industrial estab- 
lishments from imposed scarcity to 
planned abundance, from economic de- 
pendence to economic liberty. Its 
method is to assimilate the principles of 
democracy to the practices of industry. 


MAN as A CONSUMER 


The fruits of this assimilation are, 
further to modify the basic postulates 
of the democratic vision. Thus, þe- 
cause in the philosophy of laissez faire 
the economic man was conceived of as 
essentially and characteristically a pro- 
ducer, the philosophy of coöperation 
redefined him as first and last a con- 
sumer. Ina state of nature, it pointed 
out, man is born a consumer and re- 
mains a consumer all his life. His 
natural or “inalienable” rights, those 
by which his inwardness is defined— 
the right to life, liberty and the pursuit 
of happmess—are consumer, not pro- 
ducer rights. They are intrinsic and 
primary, while all other rights, such as 
the right to work, which are the rights 
of the producer, are derivative and 
secondary. 

No man of his own choice freely lives 
to work; he works to live, and he 
tends to distinguish more and more 
sharply between the producer activities 
by which he earns his living and the 
consumer activities in which he lives 
his life. Had the world been one 
which was made for him, like the Gar- 
den of Eden or Elysium or Heaven, he 
would have stayed consumer and con- 
sumer only till the day he died. The 
world being what it is, little of the ma- 
terial it provides is ready made; most 
of it is “raw” material which perforce 
must be made over to prepare it for 
consumption. This making-over is 
production. 
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Now most men produce only one 
thing, but consume many things. 
Their range of interest, their variety of 
action as producers is narrow, re- 
stricted, and in the main blind. As 
consumers they are concerned with a 
growing number and variety of goods 
whose multiplication and perfection 
constitute abundance. The life more 
abundant is a goal of consumption, not 
of production, and all the significance 
and value of production derive from its 
bearing on this enrichment of life. 
Hence, it is life—not labor—that is the 
measure of all things. 

To the question Is life worth living ?, 
then, the true answer is, Whose?, since 
there is no measure for life but life it- 
self. Life cannot be compared with 
not-life, but one way of life can be, and 
is, regularly compared with another; 
and significantly the life more excel- 
lent, that good life by which others are 
measured, is defined not by labor but 
by leisure, not by vocation but by cul- 
ture, not by bondage but by liberty and 
happiness; in a word, by the activities 
of consumption. Even where many 
speak in praise of a laborious life, this 
is the case; for it is the practice of the 
liberal arts which men follow because 
they like, and not the practice of the in- 
dustrial skills which men take on be- 
cause they must, that is admired and 
emulated. Few people are garbage 
collectors or sandhogs by choice; 
equally few are artists or musicians or 
lawyers or doctors by necessity. Spon- 
taneously, all would prefer to make 
earning their living identical with liv- 
ing their lives. 

3 The objection, sometimes raised, that many 
people prefer working and find joy in it, ignores 
the fact that “work” which can be thus deseribed 
has basically consummatory character; people 
live their lives in it—not merely earn their living. 
For a more extended discussion of the point, see 
my Individualism, An American Way of Life, 
Sec. 33, and The Decline and Rise of the Consumer, 
Chaps. I-VI. 


CoNSUMER-PRODUCER CONFLICT 


Now the inward and permanent con- 
flict of the consumers which we are by 
nature with the producers we are forced 
to become is an unnatural one. In- 
eluctably we strive to overcome it. 
But precisely because consumption Is 
innate and production is acquired, we 
take consumption for granted and 
give our attention to production. We 
try to save ourselves as consumers by 
organizing ourselves as producers. 
We form guilds and trade unions, 
joint-stock companies, corporations, 
trusts, cartels, artels, and what not. 

But in organizing our own crafts as 
producers, we organize against all 
others as consumers. We establish 
monopolies of materials or technologies 
or labor, which take shape as small- 
scale and mutually exclusive totali- 
tarianisms employing the principles of 
individualism ant free competition to 
denature individuality and exterminate 
competition. Aiming at profits, whether 
in the form of disproportionately high 
prices or disproportionately high wages, 
producer societies automatically tend 
to become closed societies, since the 
fewer there are to share the profits, the 
greater the share for each. For the 
same reason they tend, with their 
“trade secrets,” patents, and cut- 
throat competition, to drive out com- 
petition and set up monopolies. Thus 
in modern form they restore the in- 
equities and seek rationalization by 
the philosophies against which democ- 
racy wages a permanent war. 

From the point of view of consumer 
coöperation, this war can at best only 
perpetuate itself by the methods cur- 
rently in vogue; at worst it must de- 
feat its own ends. The organization of 
consumers’ councils, unions, research 
bodies, leagues, and the like can at 
best lead only to a balance of em- 
battled forces with trade unions and 
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managements on one side amd the 
leagues, councils, and the rest or. the 
other. The intervention of govern- 
ment, to enforce competitien, to 
inspect, to regulate, can end only in 
complete government control and gov- 
ernment ownership, and the reprcduc- 
tian on a national scale of the akseatee- 
ism, the authoritarian hierarcky. the 
totalitarianism which are the material 
anid moral differential of most corpo- 
rate structures. To “let the govern- 
ment do it” or to permit the present 
form of “rugged individualism’ is 
alike to defeat democracy. 


PRINCIPLES AND PRACTICE OF 
CONSUMER COOPERATIOY . 


To preserve and to enhance Jemoc- 
racy under the industrial economy, it 
is necessary to start with the pri-nacy 
of the consumer, to build this primacy 
of consumer-function into the s:ruc- 
ture of society, suborfinating prcduc- 
ticn to the secondary and derivative 
aczivity which it by nature is The 
free association of men as cormsumers 
under the Rochdale rules, on the ree- 
ord, accomplishes this end. No social 
cataclysm need precede its employ- 
ment, no revolution is required to 
introduce it or any class war to prepare 
for it. Men come together es con- 
sumers anywhere, at any time, in all 
their sorts and conditions; the action 
does not call for the exclusion o? ex- 
propriation of others, but for tke crea- 
ticn of an abundance for theraselves. 
Ard their method is such thet their 
own abundance can grow only as they 
share it with others. That is the 
dynamic of the “purchase-rebate’ or 
“dividend,” which is the central rule 
of the consumer economy. Urder its 
operation, not only does the coöerator 
save more as he spends more, brt he 
saves more as all his fellows spen 1 nore. 

In consequence, consumer soziety is 
op2n, not closed like producer socety. 


? 
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Trade secrets, patents, monopolies of 
any kind would tend to diminish 
rather tran increase the available good 
for the members; they profit by shar- 
ing, not 2y keeping. In this the prin- 
ciples and the practice of consumer co- 
operation are like those of the sciences. 
Competition plays a similar réle in it. 
Thus, each scientist is at once in com- 
petition with every other in his field 
and shares with every other his dis- 
coveries, theories, and inventions, sub- 
mitting their validity to his colleagues’ 
tests anc criticisms, and making use of 
their cricicism, suggestion, and helps. 
Every azhievement is a personal tri- 
umph into which there enter the ag- 
gregate _abors and attainments of all 
the other students in the field, living 
and dead. The same holds of the 
conduct of business in the consumer 
codperative. 

Postvlated on the savings by pur- 
chase-rebate rather than on the profit 
of cost surplus, the consumer organiza- 
tion is compelled to set a premium on 
efficiency, on scientific organization of 
production and distribution, on tech- 
nological improvements, and on pro- 
ducer morale; for it can hold its place 
and develop only as it does the same Job 
better taan its rivals, both techno- 
logically and humanly. The consumer 
movement has learned from hard ex- 
perience that men cannot be reduced 
to machiaes, that the consumer in them 
tends to break through and dominate 
the techr ological producer function, and 
that therefore the human organization 
and safeguarding of this function must 
be an integral part of the total consumer 
structure. 

This is the ethical principle embodied 
in the fact that wherever consumer 
coöperation is well developed, its em- 
ployees ere organized into trade unions 
and other professional societies, which 
not only watch over wages and working 
conditions, but tend to concern them- 
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selves also with the technical problems 
of advancing the whole mdustry. The 
employees, being for the most part 
members, have a double stake in the 
well-being of their societies, figuring in 
them as at once consumers and pro- 
ducers, self-employed as the independ- 
ent farmer on his land is self-employed. 
Control is in the hands cf the member- 
ships of the societies, who choose goals 
and set standards and policies; the 
techniques to attain them are estab- 
lished and worked out by managements 
and men, and the two flow into one 
another as the notes of a tune or the 
years of a life. 

Under this view, the functional and 
qualitative distinction between means 
and ends—a distinction which prevails 
in business enterprise and in the 
hierarchical religions and the political 
totalitarianisms—is impossible. Logic- 
ally and practically, the ground is cut 
from under the rationalizations of 
tyranny which argue that good ends 
justify evil means, and the practices 
based on them are shown to be self- 
defeating. Methods of coercion can- 
not come to fruition in habits of 
liberty; techniques of searcity cannot 
achieve an economy of abundance. In 
persons and in societies alike, means 
are incorporated in ends and constitute 
them; ends are but means self-fulfilled, 
means are but ends on the way to 
attamment. A consumer economy, 


hence, is a means which is its own end, 
an end which is its own means: con- 
sumer codperative society is the begin- 
ning of a way of life whose techniques 
as well as whose goal are freedom and 
abundance, whose terminus is not a 
Utopia negating and shutting out 
what has gone before, but a real world 
incorporating and fulfilling what has 
gone before. 


WORLD-WIDE EXPANSION 


The ideal limit is, of course, national 
confederations of associations of con- 
sumers and producers so founded and 
so dedicated, joining one another on a 
world-wide scale in the practice of co- 
operative competition and competitive 
coöperation. Instances exist of all these 
associative forms and techniques. The 
interpretation of them, which is the 
philosophy of consumer codperation, 
looks to their slow and steady exten- 
sion, by the methods of free experiment 
and self-correction characteristic of the 
sciences, to the whole world. As a 
task, this may be insuperable, so great 
are the obstacles, so rough and beset 
the road. But at least it proceeds not 
by promises but by performance, not 
by addressing itself to a remote future 
but by transforming the present ac- 
tually at hand. It is true that men 
cannot live by bread alone; but vision 
without bread is mirage, and bread 
without vision is brutishness. 
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Psychological Aspects of Consumers’ Codperation 


By Leonard W. Doos 


TUDENTS of the consume’ co- 
operative movement bewall the 
fact that in contemporary sociezy the 
power of the consumer has lazg=d be- 
hind that of the producer. There is, 
moreover, an equally great gulf sepa- 
rating the advances made by this 
movement and a systematic or scien- 
tific insight into the psychologicsl rea- 
sons for its successes and failures.* 
Naturally, the codperating consumer 
and his publicists quite rightl» can 
shift the responsibility for the failure 
to secure psychological information to 
the psychologist himself, whc has 
usually paid attention to the consumer 
only when he could help to exploit him 
—through advertisMg, for exemple. 
To be sure, it is Just possible thst the 
consumers’ effort to liberata them- 
s2lves has been partially handicapped 
by such a deficiency. 
What, then, can be said psychologi- 
cally about consumers’ codperatinn, in 
1 Bibliographies on consumers’ coöperation 
raveal that the literature thus far has been 
monopolized by historians, sociologists. econ- 
omists, and propagandists. It is the tmpres- 
sion of this writer that no study has been 
made from a strictly psychological point of 
view. The following typical studies əf pro- 
ducers’ organizations are of interest io the stu- 
dent of the consumers’ movement bezatsze they 
illustrate the methodology of either the ir-erview 
or the attitude questionnaire: J. W. Jozes and 
0. B. Jesness, “Membership Relations of Co- 
cperative Associations,” U. S.: Dest. Agric., 
Dept. Cire. No. 407, 1927; T. B. Manny “What 
Ohio Farmers Think of Féfmer-Orne< Busi- 


ress Organizations in that State,” U. S Dept. - 


Agric., Cire. No. 240, 1932; Carle C. Zammer- 
man, Farmers’ Marketing Attitudes, Tniver- 
sity of Minnesota, Ph.D. Thesis, 1925. Basic to 
an analysis of the consumer is an azproach 
Eke the following: Frances R. Whitney. What 
Girls Live On and How, Cmecinrati: Con- 
sumers’ League of Cincinnati, 1930. 
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the absence of adequate data? The 
psychologist, after all, demands that 
he be able to analyze specifiable in- 
dividuals when he is called upon to 
describe social situations; and in this 
instance there is discernible only a 
movement, and practically no concrete 
people. Under these circumstances 
all that can be done is to deduce from 
the facts concerning the codperative 
movement and from a general knowl- 
edge of the American culture, the 
psychological processes that must be 
functioning within the members of any 
cooperative. The validity of these de- 
ductions must be appraised by those 
really familiar with consumers’ co- 
operation and, of course, by the sorely 
needed future research. No attempt 
will be made to discuss the problem of 
codperative leadership, and the analy- 
sis will be confined to the United 
States. Although Rochdale principles 
may be universal in their application, 
it seems wiser to subscribe to the mod- 
ern anthropological discovery that 
any principle operates more or less 
uniquely in a given culture. 


REQUISITES FOR COOPERATION 


The basic question of psychological 
importance is this: Why do some 
Americans codperate with consumers’ 
organizations? Implied in such a 
question is an inquiry both into the 
nature of codperatives themselves and 
into the methods of: education and 
propaganda by means of which they 
are able to attract and thereafter hold 
their members. But before con- 
sumers’ codperatives are examined, it 
is imperative to know why people in 
general codperate with one another. 


PSYCHOLOGICAL ASPECTS OF CONSUMERS COOPERATION A 


Elsewhere ? it has been shown that 
both competitive and codperative be- 
havior can be analyzed psychologically 
in terms of four conceptual variables 
(or parameters) which, though some- 
what arbitrary, at least are not in 
violent disagreement with the termi- 
nology and findings of psychologists in 
` general. If this scheme be accepted 
as self-explanatory for present pur- 
poses, then it appears that an indivi- 
dual codperates with others when: 

(1) there is a discrepancy between 
his level of achievement and his level 
of aspiration; i.e., he is motivated to 
attain a goal; 

(2), his knowledge of the goal which 
he seeks indicates that it can be 
reached by striving with others; i.e., 
his ideas, stereotypes, philosophy of 
life; and so forth, bias him in favor of 
codperation; 

(3) his attitudes toward coéperating 
with others are stronger than any other 
possibly conflicting ones; i.e he is 
emotionally predisposed to coéperate; 

(4) his skill is of such a nature that 
under the rules of the situation he has 
a reasonable chance of success by co- 
operating; i.e., he is able to participate. 


LEVELS or ASPIRATION 


With the possible exception of chil- 
dren who have been reared by co- 
operation-conscious parents, practi- 
cally no American is eager through his 
- very nature to join a consumers’ co- 
operative; for the paramount levels of 
aspiration which people in this culture 
attempt to attain are concerned with 
personal relations that are centered in 
the family or some other primary 
group, and with surviving successfully 
in accordance with certain specific bio- 
cultural standards. The psychologi- 
cal connection between these aspira- 

* Mark A. May and Leonard W. Doob, Com- 


petition and Codperation (Social Science Re- 
search Council Bulletin, forthcoming) , Chap. II. 


tions and the codperative as a means 
of reaching them is not often made 
automatically. 

Furthermore, in a society which 


‘stresses so completely what is known 


in economics as production, it follows 
that the people therein aspire to 
achieve goals associated with the proc- 
esses of production. Education, gov- 
ernment, industrial experts, vehicles of 
communication, and ordinary conver- 
sation all reénforce the American ideal 
that the way to the most prestige is 
through raising one’s status as a pro- 
ducer. But to say that “we are con- 
sumers by nature and producers by 
necessity” 3 is to make the unwarrant- 
able assertion that human beings are 
divisible psychologically in accordance 
with this arbitrary economic dichot- 
omy. It often happens that men 
as producers derive—or could derive— 
from their jobs ,psychic satisfaction 
that is comparable if not identical with 
the joy the economist believes is at- 
tainable only in activities which he 
prefers to label consumptive. To be 
sure, it is recognized that for many 
people, economic production is not so 
fascinating as recreation; and yet the 
actual or potential psychological con- 
sumption involved in such production 
represents a level of aspiration that 
must be appreciated before the leth- 
argy of the American consumers’ 
movement can be understood. 

If the interrelated aspiration toward 
material goods, prestige, and satisfac- 
tion be accepted as characteristic of 
Americans, then consumers’ codpera- 
tives must be portrayed as a way of 
realizing thesetlesires. It seems clear 
that the economy feature of the Roch- 
dale plan is probably, at least at the 


® Horace M. Kallen, The Decline and Rise 
of the Consumer (New York: Appleton-Cen- 
tury, 1986), p. ix et passim. Frequent refer- 
ences are made to this volume because it is 
both comprehensive and recent. 
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outset, the most magnetizing factor. 
Here the warning must be postec, how- 
ever, that the integration o psycho- 
logical variables varies witL the in- 
dividual, and that, therefore, penny- 
saving through dividends—aad not at 
the expense of quality—may have 
somewhat different psycholczical sig- 
nificance to each person. 

To a family on or below tha bare 
subsistence level or to one aftempting 
strenuously to increase its st.ncard of 
living, saving is obviously connected 
with both psychological and 2ccnomic 
levels of aspiration. Exploited Negro 
workers or debt-driven farmers zry co- 
cperatively to prevent themselves from 
starving. The married woman who 
wants to retain the love and respect 
of her husband by managing Fer house- 
hold efficiently sees that the ccépera- 
tive store is one of her most inportant 
ways of achieving, happiness. Men 
and women who like to hoard every- 
thing, because of some internal pres- 
sure, also conserve their money 
through a consumers’ codpe at.ve. 

Economy, however, may >e pnly a 
secondary incentive for mosi people, 
. and instead it may serve as a symbol 
of protest. Such a protest. may as- 
sume the form of seeking 2conomic 
revenge upon producers and. distribu- 
tors. The middle-class motorist who 
reasons, as a result of his owr. business 
practices, “that gasoline Crcpanies 
must be exploiting him; tke >olicy- 
holder who considers that hiszlaims on 
the private insurance company have 
not been settled justly; and tae farmer 
who has never liked the fertil zez sales- 
man—types of individuals ike these 
cransfer their patronage to = ccOpera- 
tive and secure a dividend for dcing so. 

A consumers’ organization enables 
others to express a psycholazical pro- 
test—the bachelor who is siibded by 
a woman clerk in the chzin store; 
women whose entire aspiraticns are not 


satisfied by their children and their 
households; and the factory hand who 
feels that his initiative is crushed by 
his employers. Preachers, philan- 
thropists, and practical Christians 
visualize coöperation as a “safe,” prac- 
tical way of helping their fellow men 
and of stamping down injustice. 

And, finally, liberals and radicals 
who wish to protest against the eco- 
nomie system as they concetve it to 
function convince themselves or are 
convinced that the consumers’ co- 
operative is both an immediately effec- 
tive reprisal and a device to improve 
the working conditions of the firms 
which they as consumers patronize 
or organize. 

It appears, in short, as though an 
almost infinite number of levels of 
aspiration that preéxist psychologi- 
cally within Americans can be cana- 
lized into the codperative movement. 
In this specific psychological sense, all 
people, by virtue of the fact that they 
have to be motivated to realize them- 
selves somewhat through purchasing 
commodities and services, are suscepti- 
ble to the appeals of the Rochdale 
principles. Of course, the unem- 
ployed, sharecroppers, and workmen 
who are compelled to buy at particular 
commissariats are excluded m the 
same way that any kind of national 
dictatorship can crush the consumer’s 
free choice. But, even though the pos- 
sibility of linking inner aspirations 
with coéperative aims exists, this in- 
tegration can be effected only when 
Americans possess certain knowledge, 
attitudes, and skill. 


KNOWLEDGE 


In order to be psychologically pre- 
pared to codperate with the consumers’ 
movement, the individual must know 
that his levels of aspiration can be most 
satisfactorily achieved by becoming 
and then remaining a member of a co- 
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operative organization. To persuade 
as many Americans as possible that 
this is so is the crucial problem toward 
the solution of which the leaders of the 
coédperative movement must direct 
their educational or propaganda ef- 
forts; for the American milieu, as a re- 
sult of its internal economic and social 
structure, tends to produce people who 
are prevented from appreciating their 
interdependence in the strictly eco- 
nomic process of consumption. 

In an environment which still suffers 
from a paranoid pressure to produce 
almost for the sake of producing; 
which only reluctantly realizes that its 
depressions can be traced, at least in 
part, to overproduction and faulty dis- 
tribution; and which allows its pro- 
ducers to supplement their lobbies, 
publicity, and other forms of pressure 
or concealed propaganda with boy- 
cotts, discriminatory practices, and 
price-cutting campaigns whenever a 
consumer organization threatens to be- 
come powerful or to use its relatively 
weak weapons to defend itself 4+—in 
such an environment it is not surpris- 
ing that people’s knowledge is literally 
saturated with the ideology of the pro- 
ducer and not of the consumer. 

It seems true, in fact, that not many 
individuals have real insight into the 
way the economic system functions; 
those whoaccept a Marxian interpreta- 
tion, for example, are so proud of what 
they call their economic knowledge 
and so disdainful toward the ignorant, 
because they feel that the explanation 
offered by Marxism reduces the com- 
plicated, apparently chaotic events 

“See, e.g, Bertram B. Fowler, Consumer 
Coéperation in America (New York: Vanguard, 
1936), pp. 27-30, 65-69; Charles Gide, Con- 
sumer? Codperative Societies (New York: 
Knopf, 1922), Chap. XI; Time, v. 28, no. 2 
(19386), pp. 61, 62, 64; Sidney and Beatrice 
Webb, The Consumers’ Coéperative Movement 


(London: Longmans, Green, 1921), pp. 145- 
146. 


that surround them to an intelligible 
formula. In purchasing commodities 
and services, therefore, men’ and 
women believe that an almost un- 
limited opportunity to spend money 
where fancy dictates is one of the in- 
herited privileges of freedom, individu- 
alism, and democracy. Ordinarily, 
little thought is given to codperation 
as a method of saving money and im- 
proving cuality; the consumer ap- 
parently prefers to bargain rather 
blindly and then utter the cynical 
platitude that “the public always 
pays” anc, by inference, will always 
have to be exploited by producers. 

Because of their different intellectual 
backgrounds, many of the foreign 1m- 
migrant groups in this country have 
been more aware than native Ameri- 
cans of the nature of the economic 
forces which play upon them. It is 
no mere coincidence, therefore, that 
political movements of protest in 
America have been able so easily to 
attract those who were schooled as 
children in Europe. Nor is it strange 
that many of the really successful con- 
sumers’ cadperatives, like those of the 
Seandinavians in the Middle West, 
have beer. consciously adapting pre- 
vious knowledge to American condi- 
tions.5 

Being deprived of the knowledge 
that consumers can codperate to 
achieve their own levels of aspiration, 
and having been so thoroughly in- 
doctrinated by this producer culture, 
Americans have been much less re- 
luctant tc form producers’ codpera- 
tives and marketing associations. The 
trade union movement, as has been 
shown,® is essentially a method to im- 
prove the worker’s status as a worker, 
and only secondarily and certainly not 
explicitly as a human being. Men 

€ Fowler, ap. cit., Chap. XIV; Kallen, op. cit., 
pp. 250-256. 

° Kallen, op. cit, pp. 245-247, 348-352. 
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who are required to spend most oftheir 
lives as economic producers vecy ead- 
ily imagine that their salvatien must 
be achieved by deriving consam=tive 
satisfaction from producing, and there- 
fore they are willing to do almast any- 
thing, including codperating, tc im- 
prove their lot as producers. 

Americans know that codperstion 
can bring them fruits which as ‘nc-vid- 
uals they would be unable te rzach. 
Their producers’ organizatiors, Lheir 
stereotyped forms of recreaticn, Lheir 
innumerable clubs and associat-ons, 
make them appreciate the benefi-s of 
coSperation and the degree of secieliza- 
tion required both by their ownnazxures 
and by their culture. And yetthey do 
not and they will not imme=distely 
transfer this experience into the field 
of consumption. 

It has been the experience of leaders 
of producers’ codperatives? and of 
utopian communities in this ceurzry,® 
and even of many of the Russ.an pro- 
jects,® that people codperat= most 
efficiently when they voluntarfy agree 
to do so. This observation uzdoubt- 
edly means that those who ck ooze to 
codperate really know that codzera- 
ticn is suited to achieve their levels of 
aspiration; whereas those who are 
coerced into codperating chrough 
pkysical or social pressure believe 
otherwise, and, because of tke force 
exerted upon them, develop unfsvor- 
able attitudes toward workimg with 
others. From its very beginning. the 
Rochdale movement evidenily has 
inzuited the principle that, m most 
countries under most conditions, true 

consumers’ coöperation can Je con- 


“Harry Barth, “Six Years of Codperation in 
Oklahoma,” Southw. Pol. & Soc. SG. Guart., 
v. Ð (1928), pp. 76-78; Manny, op. cit. p 21. 

“In the Oneida community, for exe=npis; see 
Alan Estlake, The Oneida Community Lon- 
doa: Redway, 1900), pp. 10-16. 

* May and Doob, op. eit, Chap. V 


structed only on the basis of a genuine 
acquiescence in regard to codperative 
ideals and practices. 


Necessity for education 


The facts that the Rochdale weav- 
ers decided to put aside funds for edu- 
cational purposes, and that this func- 
tion of the codperative movement has 
never since been neglected, demon- 
strate, it seems, that codperation-con- 
scious consumers have realized not 
only that their own bargaining power 
and general economic influence can be 
furthered by enrolling as many people 
as possible, but also that to increase 
membership it is necessary to make 
others see the connection between. 
their own aspirations and coédperative 
organization. The various codpera- 
tive schools and colleges, the lectures - 
on codperative theory and practice, 
and the rather vast codperative litera- 
ture of an inspirational variety are all 
concrete steps in fostering the knowl- 
edge at the basis of coöperation. 

In the face of the opposition offered 
by the producer-controlled vehicles of 
communication in America, the propa- 
ganda program of the consumer has an 
enormous perceptual disadvantage to 
overcome. The recent rapid growth of | 
the movement ?° is an indication, how- 
ever, that the attitudes of consumers 
are changing, and hence they are more 
eager to be informed. At the same. 
time, there is always the danger that 
only those who already are favorably 
disposed will be willing to read and 


* From 1929 to 1933 there was an increase 
in average membership among codperative. re- 
tail stores, bakeries, creameries, restaurants, and 
funeral associations, but a decrease among co- 
operative gas and oil associations and laundries, 
which latter luxuries people apparently could 
not afford during the depression; see Florence 
E. Parker. “Consumers,” Credit, and Productive 
Codperation in 1933,” U. S, Dept. Labor, Bur. 
Labor Stat., Bul. No. 612 (1935), pp. 6-7, 
31-32. 
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listen to propaganda for consumers’ 
coöperation. It is. important, there- 
fore, that coöperatives not only con- 
tinue their present program, but that 
they also indoctrinate customers who 
have been attracted not to member- 
ship but to make a few purchases, and 
that they try to have knowledge con- 
cerning coöperation dispensed more 
widely by the respectable, accepted in- 
stitutions like government bureaus 
and the schools. The Wisconsin law 
requiring that adequate instruction in 
the principles of coöperation be offered 
in the schools 4 might well become the 
pattern for similar laws throughout 
the country. 

Men and women who join coépera- 
tives for the sake of receiving divi- 
dends may acquire knowledge un- 
intentionally in the course of their 
contacts with the organization. What 
at first may be a purely mercenary 
motive may later be developed into a 
more social one through the knowledge 
obtained as a result of a combination of 
personal experience and propaganda. 
Even those organizations whose sole 
function is to protect the consumer by 
making available to him the labora- 
tory findings of technicians in respect 
to the ingredients, quality, durability, 
and so forth, of regular commercial 
products serve a useful psychological 
function in this connection. By help- 
ing to make the consumer wise, they 
enable him not only to save money but 
also to gain personal satisfaction from 
the knowledge that, due to his newly 
acquired wisdom, he can purchase 
more intelligently and be less suggesti- 
ble in front of advertisements and 
salesmen. Even middle-class consum- 


ers cultivating economy as a kind of . 


hobby, who read in their bulletins 

month after month concrete accounts 

that expose household names, are more 

likely to express their disgust and 
u Kallen, op. cit, p. 380. 


knowledge through the concrete action 
offered by a consumers’ organization 
which does not merely recommend, 
but actually distributes and perhaps 
produces, 

On an opportunist basis it may be 
sufficient for consumers’ codperatives 
to attract members by offering them 
an immediate method whereby they 
can defend their particular interests. 
There are some Americans, however, 
who have an embracing social creed 
which is sufficiently well formulated 
to give them the impression that they 
know how their society functions. 
For these people and for those mem- 
bers who, upon the basis of the limited 
knowledge which their organization 
can give them, will begin to see the 
real consequences of codperating, it 
will be necessary to formulate the 
ultimate objectives of consumers’ co- 
operatives in the American culture 
more concretely and specifically than 
they have been voiced heretofore. 

Unless this broader: philosophy ex- 
ists and unless it can be applied to 
the entire framework of the country, 
at least two dire consequences are im- 
minent: either members begin to feel 
that a consumers’ organization pro- 
vides them only with a tactic and no 
real social goal, and hence is not 
worthy of their active support; or else 
the movement itself perishes, since the 
policy of protesting by pinching pen- 
nies cannot prevent consumers from 
being lured away by rival schemes like 
nationalism, fascism, or a still more 
strongly developed state capitalism. 


ATTITUDES 
D 


There can be no question that the 
consumers movement must accept the 
particular kind of human nature which 
it finds available in the American cul- 
ture. This means that there preëxist 
within the same or different Americans 
both favorable and unfavorable atti- 
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tudes toward coöperatives. It must 
be pointed out, in addition, that nany 
of the purchasing attitudes tend to be 
segmental within people, i.e., they are 
not directly connected with basic 
levels of aspiration. Since these seg- 
mental attitudes are frequertl” due 
to inadequate knowledge, American 
consumers have a strong tendercy to 
ba influenced by the whims azd vaga- 
ries of advertisers who thereore are 
able to increase sales by ha¥-tzuths, 
testimonials, and innovations Hik- fads 
and fashions. Simultaneousl+, more- 
over, the attitude toward securing so- 
cial prestige by buying certain kinds 
and quantities of commodizes and 
services is frequently quite central 
within the individual; and so 2redit 
and paying on the installment plan are 
schemes through which peopl believe 
they will not lose caste. Co-sumers’ 
codperatives, as a result, have <o at- 
tempt to meet another almost in- 
superable economic and psyc~olbgical 
handicap: on the one hand they know 
taat it is unwise to sell except an a cash 
basis, and that they neither ck ose nor 
are able to seduce their members with 
nonessential allurements or rhanges; 
and on the other hand, they must deal 
with people whose purchas ag atti- 
tudes and whose essentially techno- 
logically inclined avocational or recre- 
ational interests 1? have been formed 
in the producers’ market. 

The segmental attitudes to which 
consumers’ organizations in g2neral 
appeal are those concern:d with 
quality and thrift. The savmg. how- 
ever, is seldom immediate; the individ- 
ual therefore must be willing to forgo 
the quick returns from ge<ume or 
faked sales and bargains, and wait for 
kis dividends. Other sacrifices which 
rew members in particular m 2st make 

2 Floyd Allport, Institutional Behavior 


(Chapel Hill: University of Nort- Carolina 
Fress, 1933), Chap. XHI. 


are numerous. Especially in urban 
communities, they must be willing to 
abandon the excitement and thrills 
connected with bargaming and shop- 
ping, and trade as much as possible in 
one store where their self-esteem is not 
automatically inflated by the clerk, 
where the wall paper and furnishings 
do not fascinate them, and where they 
cannot always find everything they 
desire. They must relinquish the geo- 
graphic convenience and the personal 
contact offered by the neighborhood 
store and wait, perhaps for a much 
longer period of time, until their order 
is filled by the nearest codperative 
wholesale distributing agency. They 
must often attempt to bring about 
economic ruin among some of their 
friends who, being conventional pro- 
ducers or distributors, are afraid to 
combat their former or potential cus- 
tomers. They must close their eyes 
to the variety offered by the chain 
store and the colored pictures of the 
mail order catalogue, and confine 
themselves to commodities whose 
labels, though honest and straightfor- 
ward, do not even claim to be pana- 
ceas for all nutritive or other internal 
needs. They cannot always be con- 
vinced that quality in clothes, for ex- 
ample, is preferable to style; that the 
intelligently worded analyses of the 
codperative are any truer or can be 
grasped more easily than the flat as- 
sertions of advertisers; or that the 
codperative movement, in spite of its 
technical advisers, may not deprive 
them of desirable inventions, like four- 
wheel brakes or tomato juice, which 
have been developed under private 
producers’ initiative and competition. 


Development of loyalty 


Of course, some members may find 
that satisfying the specific, segmental 
attiludes toward quality and thrift 
is sufficient compensation for these 
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losses; but others—probably the ma- 
jority—have to develep 4 more gen- 
eral, central attitude of loyalty toward 
the codperative before they continue 
their support." These latter must be 
made to feel that many of their levels 
of aspiration are in reality centered 
around the consumers’ organization. 
Through education and propaganda, 
as has been said above, they must ac- 
quire a knowledge of the broader phi- 
losophy behind the movement, and of 
its implications. Through democratic 
participation at meetings they must 
be shown that the gregarious attitude 
formed by American club life can be 
expressed in their own consumers’ or- 
ganization; that their attitude toward 
private property can be incorporated 
into a feeling toward their one share 
which signifies at least partial owner- 
ship; and that this new loyalty is a 
method through which they can ac- 
quire prestige by sacrificing them- 
selves to the ideals of the larger group. 

It is interesting to note that evi- 
dently such a feeling of solidarity and 
identification can be developed rela- 
tively easily in rural communities, 
where codperatives are more numerous 
in America; 14 for here, in contrast with 
conditions which confront urban work- 
ers, the bonds between people tend to 
be more intimate and stable, and, as 
soon as it is possible to rupture the old 
ties with the local tradespeople, group 
loyalty can be cemented. The alleged 
decrease in migration durmg the de- 
pression years?5 may have enabled 

a Where the savings vanish, those who or- 
ganized only to collect the savings fall out of 
the organization. In movement after move- 
ment in the past this has happened”; Fowler, 
op. cit, p. 187. 

“ Kallen, op. cit, pp. 275-277; Florence E. 
Parker, “Consumers’ Coéperative Societies in the 
United States in 1920,” U. S. Dept. Labor, Bur. 
Labor Stat., Bul. No. 813 (1823), pp. 18-16. 

11, S. Dept. Agric, Bur. Agrie. Econ., 


“Farm Population Estimate, Jan. 1, 1936,” Oct. 
27, 1936. 


people to develop lasting social ties in 
a given locality, and hence may have 
given them the opportunity to co- 
operate. 

Almost all social scientists seem to 
agree that one of the most efficient 
ways of establishing a general favor- 
able attitude toward coöperation is to 
have the group compete with another 
group or outside force At the mo- 
ment, certainly the American eco- 
nomic system offers consumers’ co- 
operatives enough of this competition. 
Consequently, by making members 
aware of the hostility of the producers, 
it should be possible to have them 
really feel their common interests and 
band together in self-defense. The 
dangers of this technique, however, 
are these: The competitors may lure 
consumers away from their own or- 
ganization; and eventually, if and 
when the codperative movement grows 
much stronger, some substitute must 
be found for this cohesive factor. On 
an economic level, it is suicidal for 
consumers’ groups to compete with 
one another. The fact that the con- 
sumers’ movement has not yet com- 
pletely acquired the stigma of being 
labeled a radical “ism” means that it 
does not necessarily antagonize the 
unthinking, but also that it lacks some 
of the defensive feelings associated 
with the cult. 


SKILLS 


Before people begin to codperate 
and if they wish to codperate success- 
fully, they must possess certain skills, 
abilities, or techniques which enable 
them to worketogether. Writers and 
politicians in America dote on the “in- 
dividualism” which they claim char- 
acterizes the country. To the extent 
that their diagnoses are correct, Amer- 
icans may be called uncodperative; 
and the free-for-all battle in which 


18 May and Doob, op. cit., passim. 
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men and women engage in crd2r to 
boost their status as producers seems 
ta substantiate this contenticn. 

And yet Americans also p-ss2ss a 
certain amount of codperative equip- 
ment. The family, for examp.e, is 
really a codperative institutioa where 
individuals learn to achieve together 
mutual levels of aspiratioa. The 
neighborhood, clubs, unions, aliances, 
and so forth, also strengtEen the 
ability to codperate. The process of 
production, the most extreme illustra- 
tion of which is the belt systen, >ffers 
an additional and extremely signifi- 
cant opportunity to achieve rodpera- 
tive skills. The fact that the at-down 
strike, which obviously is a method by 
which desperate men codperete with 
one another, is rapidly becamcng a 
culture trait in America, is bota symp- 
tomatic of the growing re:lization 
that men are interdependent, ind also 
indicative of the new devices zhat are 
baing invented to hasten coöperation. 

The problem of interest to zhe con- 
sumers’ movement is whethe: cr not 
these codperative skills which have 
been acquired elsewhere can Ee trans- 
ferred to and employed in the local 
coöperative group. Workes from 
trade unions, ministers, \.M.C.A. 
secretaries, and teachers are therefore 
valuable additions, since it may be 
hoped that the training whcrh they 
have already received can be utilized 
in behalf of the consumer. Le-acers of 


consumers’ codperatives have realized 
again and again the need for instruc- 
tion in the technique of coöperating, 
in addition to propaganda concerning 
ideals and aims. Members who re- 
main away from meetings and do not 
vote may share in the dividends but 
do not make themselves skillful co- 
operatozs.18 This apathy reveals an- 
other difficulty in developing central 
attitudes among consumers. 

It must be remembered that levels 
of aspiration, knowledge, attitudes, 
and skils are interrelated. Any new 
or old policy of a consumers’ codpera- 
tive is-bound to affect one or more of 
them in some way or other. It be- 
comes mandatory, therefore, to make 
a closer study of the psychological re- 
action cf Americans to these organiza- 
tions, so that the techniques to be used 
in the future can be calculated before- 
hand more efficiently and accurately. 
Speed in expanding the consumers’ or- 
ganizations and a more clearly stated 
philosonhy are needed; otherwise the 
leaders of other social movements, 
inimical to the consumers’ welfare, will 
be able to continue to strangle almost 
everyone except themselves. 

Fowler, op. cit, pp. 197-213; Kallen, op. 


cit., pp. 164-5 and Chap. XIII. 
%In England around 1921, “The quarterly 


` meetings are said to be attended only by a small 


proporticn of the members—one estimate put 
it at 2 to 5 per cent—-and to be usually unexcit- 
ing and fat to the last degree”; Webbs, op. cit., 
p. 49. 
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ganda: Its Psycaology and Techntque” (1935) and, 
with Mark A. May, of “Competition and Coépera- 
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Relationship of Consumer and Producer Coéperatives 


By Roianp N. BENJAMIN 


OR good or for ill, concentration of 

human thought and action, for the 
most part, centers around production. 
Constantly faced with scarcity and an 
effort to provide human wants and 
needs, men have organized themselves 
into production groups. The fellow- 
ship aroused by a consciousness of 
common profession and mutual inter- 
ests offers a natural incentive. 

The castes of India and the guilds of 
China, the European guilds of the 
Middle Ages, and our modern trade 
unions and various employers’ associa- 
tions serve as examples of producer 
groups. ‘Teachers, doctors, lawyers, 
and farmers forming closely knit 
groups, we would recognize as associa- 
tions of producers of particular serv- 
ices or commodities. 

Another, yet different, form of or- 
ganization is rapidly gaining recogni- 


tion. ‘This type of-association appears. 


on a higher scale of social thinking. 
It belongs to a more advanced order of 
social and economic development. It 
is the association of consumers, and 
is the outgrowth of “consumer-con- 
sciousness.” 


Two Tyres or CONSUMER 
ASSOCIATION 


We recognize two types of consumer 
association. The most conspicuous 
kind is the voluntary association of 
consumers, better known as the con- 
sumer codperative movement. This 
movement has been building volun- 
tary codperatives for almost a century. 
It is this type of association in which 
we are here interested. 

The second type of consumer asso- 
ciation deserves brief mention. It is 
the compulsory association of citizens 
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under a name we know as government. 
During the same century in which vol- 
untary organizations of consumers 
have made so great and so widespread 
a development, governments every- 
where have largely changed in form 
and function so as to approximate 
more or less an association of con- 
sumers. 

It is not easy to class governments 
as associations of consumers so long as 
they concern themselves almost exclu- 
sively with national defense, legislative 
prescriptions and prohibitions, and ad- 
ministrative justice, along with the 
levying of arbitrary taxes upon their 
citizens. But when our modern demo- 
cratic state, the,central government, 
in carrying out the common will of its 
citizens, conveys their messages, trans- 
ports their goods, builds museums and 
libraries, provides medical attention, 
and so forth, it becomes, as far as these 
functions are concerned, an association 
of consumers. 

Unquestionably, the most vital 
problem before the civilized world to- 
day is this question of governmental 
function. Where is the dividing line 
between governmental function and 
private enterprise in the realm of pro- 
viding for the material welfare of its 
citizens? The consumers failing to 
minister to their material needs, gov- 
ernmental agencies are charged with 
more and more such responsibilities. 
The intervention of government often 
becomes an unfortunate necessity as 
the result of open breaks between 
warring groups representing various 
factors in production. Irrespective of 
cause for grievance on the part of 
either capital or labor, the more vigor- 
ously these factions push their cause, 
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the greater the friction. Strikes, mob 
aztion, civil—yes, even international 
——wars are inevitable by-prod_ic:s. 


FARMER CoOPERATIO‘ 


‘““Producer-consciousness” very aptly 
applies to farmers because of zhe very 
nature of their vocation. When no- 
madic tribes ceased their =oaming, 
g-oup effort was of prime impor-ance. 
The imception of governments, the 
growth of nations, with attencart cul- 
tures giving rise to modern clv_lization, 
are irretrievably tied in with agricul- 
ture. World empires topple and 
czumble because human planrinz fails 
to recognize this potent fact. 

The struggle of our pioneer fore- 
fathers was in the main some fcrm of 
coöperation. Neighbors always found 
it advantageous to work together for 
mutual benefit. Clearing laad har- 
vesting crops, raising barns—numer- 
ous Jobs—were done by the commu- 
nity hands. As production ircrzased, 
tae problem of finding an outlet for the 
products naturally arose. Fond prod- 
ucts, wool, and cotton from the West 
and the South must find ther way to 
tue industrial East. Thus berane ap- 
parent the advantages of united action 
in preparing products for ma-ket and 
in selling them. 

The earlier codperative encerprises 
were the cheese factory and -he local 
creamery. Later, fruits and v2geta- 
bles were assembled, graded, packed, 
and shipped to market; animals were 
collected for carload shipment-to pack- 
ing plants; grain was delivered at 
farmer-owned elevators and skipped to 
cəntral markets. The [6¢al wodl pool 
altracted the attention of woa buyers. 
This development, gradual a3 i: was, 
grew out of a direct need. Itreduced 
tne expense of handling the prodict by 
mass method, and it obtained better 
prices by offering products in {desirable 
_ market units. Nine tenths of tke now 
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active farmers’ organizations are local 
associafions still performing this im- 
portant function. 

Larger and more discriminating 
markets and mounting costs in trans- 
portation made mass shipment and 
uniform. grading imperative. This 
brought about the unification of small 
codperatives into ever larger units. 
Citrus fruit growers early experienced 
the neel for some shipping association 
to bridge effectively the distance be- 
tween them and prospective custom- 
ers. This merging of small units from 
the bottom up is natural and whole- 
some. 

Then followed so-called “bargain- 
ing associations” to meet a special 
need. The great portion of fluid milk 
sold codperatively is marketed in this 
way. Also came so-called “service 
organizations,” such as processing 
plants, community ‘warehouses, mer- 
chandising campaigns, insurance of all 
kinds, electricity, irrigation, credit and 
financing associations, and other 
forms. Most of these, it is well to 
note, were to serve groups of produc- 
ers as such. Marketing and bargain- 
ing associations, like all codperatives, 
sprang up in periods of depression. 
With the passing of each period of 
stress, interest in codperative activi- 
ties waned. As with all associations, 
some dafinite and tangible need must 
be an ever present factor. 

Significant, if not prophetic, is the 
recent trend among farmers toward 
buying codperatives. The purchase 
of qual:ty products at wholesale costs 
for procluction by farmers is the first 
requisize of good farming business. 
No incustrial concern could operate 
long if it purchased its raw materials 
needed in production at retail and 
small cuantity prices. 

Nor is it difficult to translate such 
benefits in terms of honest values to all 
consumers. Through close contact of 
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consumer cooperatives, particularly 
in the North Central States, and 
through the introduction of the idea 
by Danes, Swedes, and Finns from 
Northern Europe, the farmers slowly 
but surely applied this acquired con- 
sumer-consciousness to the buying of 
farm supplies. The number of asso- 
ciations for that purpose increased by 
58 per cent from 1919 to 1924. Be- 
tween 1924 and 1929 there was a con- 
siderable decline in coéperative selling, 
but a marked increase in codperative 
buying. Latest figures show a total of 
2,112 buying associations with a mem- 
bership of one million farm families 
(consumer associations other than 
farmers are not included), with a 
yearly business turnover of 254 mil- 
lion dollars. 


MOTIVATION 


In the days of localized trading and 
when goods were handmade, the pro- 
ducer and the consumer met face to 
face in their trading. Exchange of 
goods and services was direct. Goods 
were made to satisfy the consumer. 
In such an order, consumer-conscious- 
ness would obtain. With the advent 
of machinery and centralized mass 
production and distribution of a mul- 
tiplicity of types and kinds of goods, 
the ultimate consumer was far re- 
moved from the source of goods and 
their producer. Slowly but surely, 
producer concepts became the prime 
motive for production. Absentee 
ownership with centralized manage- 
ment and control led to monopolies. 
The “make-for-use” motive gave way 
to the “profit” motive. “The buyer 
beware” is the inefficient, remote con- 
trol of the unorganized consumer. 

The motive of co6peratives is usu- 
ally the correction of the unfair prac- 
tices that are inherent in monopoly 
business enterprises; but the more re- 
cent types have a far deeper signifi- 


cance. They are motivated by the 
realization that they are an efficient 
vehicle in bringing justice and security 
to all consumers—the classless group 
to which, unwittingly perhaps, we all 
belong. The latter motive unques- 
tionably has enduring qualities and 
suggests a permanent program. It is 
this program that the Pennsylvania 
Farm Bureau Codperative Association 
accepts. We see no reason to deviate 
from it. 

Producer codperatives will always 
be hampered and obstructed, even on 
immediate pecuniary returns, as long 
as they are at the mercy of the dis- 
tributing agency which the consum-~ 
ers are thus far generally supporting. 
To our intimate knowledge, no pro- 
ducer or marketing association has in 
any way come near to solving the mar- 
keting problem except by some form 
of producer-consumer compact. Not 
until the producers are privileged to 
meet the organized consumer at the 
city gate may we hope to attain suc- 
cess in this direction. The keys of 
the city logically belong to the con- 
sumer dweller. We of the Farm Co- 
operatives desire to do our part that 
the consumer may speedily, yet peace- 
fully, gain possession. 

Even under our present system, 
the degree of desirable producer-con- 
sumer relationships in concept or ac- 
tion is measured by the amount of 
consumer-consciousness that prevails. 
This applies with equal force to pri- 
vate business, government functions, 
and any type of codperative enterprise. 
Seen in this light, in any business— 
private or public, corporate or coöp- 
erative-—-where consumer interests are 
held paramount, if such be possible, 
production for profit must needs be 
subordinate to a “make-for-use” pro- 
gram. A certain business, let us sup- 
pose, sets out with a policy like this: 
“Now, if we produce a better article 
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than any similar kind alread= im the 
market and render a better serv:ze to 
our customers, our business vil. suc- 
ceed and we will make money.” This, 
we confess, is aS pure a motiv2 as any 
producer viewpoint may engend:r. 
But from where is the meney we 
make coming? In the last —nelysis, 
it comes from the consumer, he only 
source. Then it needs mus. llow 
that the consumer, besides pæyiæg for 
management in which he has ne say, 
pays for the entire business, lock, 
stock, and barrel,” and yet nar not 
own a penny’s worth. FurtLermore, 
even those of us who consume these 
goods and services might hav= & con- 
cern as to quality, type, anc knd— 
not to mention artificial restrct on in 
production by private busines, with 
the subsequent price structure satis- 
fectory to all but the consume>. 


é 
WEAKNESSES OF PRESENT S~StTaM 


Heavy and large-scale irdvstries 
are induced to substitute macaines for 
lebor because of increased vaga de- 
mands. The replacement of -werkers 
by machines is more rapid -hen re- 
employment, even while bu inzss is 
“on the up.” This, in an era af ap- 
plied science, is inherent in ar eco- 
nomic system of private erterprise. 
In his recent report to Congress, 
Harry L. Hopkins, the WorEs Prog- 
ress Administrator, declared: “A min- 
imum of five million permanently idle 
can be expected to increase wath each 
recurring depression”; and he added: 
“The recurrence of depressor ap- 
pears as an unavoidable feature af the 
present economic order ih ths coun- 
yc a 

If the test is the “good life’ fcr the 
greatest number, here in ths inme- 
diate present and in the future, one 
may well consider what hap>ened in 
the Scandinavian countries. For ex- 
ample: “Sweden’s recovery Las been 


the most remarkable phenomenon of 
the depression,” says Marquis Childs, 
in Sweden: The Middle Way. Says 
he: 


The index of industrial production [in 
Sweden] rose to 104 in November, 1934. 
. .. For the same month, the index of em- 
ployment reached 98. ...In August of 
1935, the unemployed totaled only 43,000 
persons, considerably less than 1 per cent 
of the entire population. 


Farm homes “go up in smoke” be- 
cause people are obliged to burn wood. 
Close by as to space and time are the 
coal fields. Here thousands of unem- 
ployed are flouting laws and employ- 
ing primitive methods to dig out coal. 
Here families are in want of food and 
clothing while the supplies of our farms 
go begging for a market. We thus 
face want, with subsequent suffering, 
before mountains of food and goods. 
Our system of exchange between ef- 
forts and goods is broken down. 

According to the Brookings Insti- 
tution, we have the capacity to pro- 
duce a total of $4,370 worth of goods 
and services per family in America. 
In place of such procedure, we per- 
mitted in 1929 (according to Secretary 
Wallace) 36,000 families at the top to 
save as much as 11,000,000 families at 
the bottom of our income scale. 
“There are no surpluses for the many 
—~only insufficiences,” says Dr. Horace 
Kallen. 

How can springs continue to supply 
rivers without rain? Does it not re- 
quire more than paltry sprinkles, with 
recurrences generous and certain, if a 
sound working order is to obtain? If 
we are to provide for a program of 
continuous taking, had we not better 
provide for a program of continuous 
replenishing? This thought has be- 
come the springboard of the con- 
sumer codperative movement, and is 
an idea which few producer and mar- 
keting codperatives seem to grasp. 
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By its very nature, a producer pro- 
gram will hardly remove our economic 
injustices to consumers, nor the grave 
civil and social consequences that 
needs must follow. And we have con- 
clusive evidence that our problems are 
far from being solved. 

Unfortunately, too much economic 
thinking is centered on ‘the ever pres- 
ent problem of breaking down an end- 
less train of obstacles that serve as an 
impregnable barrier between the pro- 
ducer and the consumer. This “blind 
man’s bluff” seems to be popular in- 
door sport for many intellectuals in 
high places. The organized consumer 
is in possession of the formula that 
points the way out of this man-made 
labyrinth. When we apply the “pro- 
ducer” psychosis, the formula becomes 
impotent and our efforts futile. As 
Dr. Bowman says, “When the prob- 
lem was production in the days of 
scarcity, we had to organize as pro- 
ducers to solve it; now the problem is 
consumption in a day of plenty, and 
we must organize as consumers to 
solve it.” Thus the need for the dif- 
ficult task of cultivating our thinking 
in terms of consumers rather than pro- 
ducers. 

Any form of economy, managed or 
mismanaged, must emanate from some 
source. Also, its control must ulti- 
mately devolve upon some responsi- 
ble party. This applies alike to pri- 
vate enterprise, to any form of state 
totalitarianism, and to codperative 
business. The distinction lies in the 
motive out of which business is con- 
ducted, and the approach of its con- 
trol. 

In private enterprise the motive is 
to operate on a price structure made 
possible only in a system of economic 
scarcity. Plenty, in this sense, takes 
the nature of “free goods,” and profits 
become impossible. There are no 
profits in surpluses; hence the incen- 


tive- to induce a state of “artificial 
scarcity” in the midst of “potential 
plenty.” 


POLITICAL IMPLICATIONS 


Such an arbitrary system results in 
recurrent depressions of increased se- 
verity, and an ever growing army of 
underprivileged and dispossessed. It 
is the effort by governments to meet 
these grave emergencies that inevita- 
bly leads to some form of “ism,” the 
extremes of which are fascism’ and 
communism. Both may be honest ef- 
forts to bring order out of threatening 
chaos. Both are seeking social and 
economic control by employing coer- 
cion, the only available instrument. 
Both are intolerable and foreign to 
democratic thought and action. 

Now it so happens that both the 
fascist and the communist states are 
grounded in “preducer-conscious” con- 
cepts. The former “idolizes” capital; 
the latter “eulogizes” labor. Idolize 
or eulogize, they neither respect each 
other nor recognize the other factors 
in the scteme of production. Impor- 
tant as these factors are, from the con- 
sumer point of view they are only a 
part of the whole. Both—yes, all— 
“Isms” are economically unsound in 
the light of consumer-conscious con- 
cepts. 

As already stated, any workable 
economy must be both planned and 
controlled. Does it not simplify mat- 
ters when both motivation and con- 
trol emanate from one and the same 
source, viz., the voluntary association 
of consumers? Controversy and fric- 
tion are thufself-disciplined, coercion 
and regimented control are obsolete, 
and governmental functions are sim- 
plified. Hereby may humanity build 
an autonomic society whére economic 
efforts arə spontaneously and volun- 
tarily directed from the same common 
source. Thus only may we institute a 


s 
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“make-for-use” program wherzin sab- 
otage and cheat become conscicus. self- 
inflicted punishments. Thus also we 
may initiate a program of limitiess pro- 
duction and distribution motivated for 
service as the most profitable meaas to 
be served. This is consurmer-con- 
sciousness in the nth degree. It isa 
program that makes economiz iater- 
ests synonymous to both producer and 
consumer—the basis for security and 
wcrld peace. 

In the words of Beatrice Webb: 


The unlettered flannel weavers had un- 
wittingly discovered in the course >f rears, 
by the method of trial and error, that the 
mest essential element in the creatien of 
“value” in the economic sense is neither 
Jakor nor capital, but the correspondence 
of the application of labor (effort) with 
some actually felt, specific desire . . . to 
organize industry from the consimotion 
end and to place it upon the basis of ‘pro- 
duetion for use” under the con‘rol and 
direction, not of workers as producers, but 
of themselves as consumers. This wes the 
outstanding “find” of the Rochdale Pio- 
neers. 


Procressive DEVELOPMETS 


it is not hard to see that ideal pro- 
duzer-consumer relationships are dif- 
ficult. This is still true in rezard 
to almost all codperative fumct ons. 
Hewever, progressive and fcrward- 
locking developments in this direction 
are evident along the entire csdpera- 
tive front. At the 1934 Congress of 
Kcoperativa Förbundet, of Sw2den, a 
resolution was adopted to “streng-hen 
and develop fruitful codperat on. be- 
tween farmers and the distribu‘ ing co- 
operative movement.” > 

The last Congress of the Interna- 
tional Codperative Alliance (eli in 
London) in 1934 adopted the folowing 
resolutions: ` 

1. That the codperative movemert in 


every country should serve as a proate2tion 
to producer and consumer against th ex- 


ploitatior of those capitalist combines 
which carry a ruthless policy of high prices 
for goods necessary to their existence either 
as consumers or producers. 

2. Tha: the measures taken by con- 
sumers’ organizations in different countries 
to assist farmers and other small producers 
in their depressed conditions of life should 
be continued in a manner well adapted to 
the purpose, by the creation and main- 
tenance of the closest possible relations þe- 
tween coiperative organizations of pro- 
cucers an consumers. 

3. Tha: the national codperative whole- 
sale sociezies should, to an ever increasing 
extent, contribute to an increase in ex- 
change of goods between the couniries of 
the world 


Most desirable producer-consumer 
relationships are already a reality in 
many loealities and are meeting with 
definite success. An example of large- 
stale operations are the Producer Co- 
operatives of Denmark and the Con- 
sumers’ Wholesale Societies of the 
British sles. Even before the war, 
the Codzerative Wholesale Societies 
of half ¢ dozen countries had begun 
to exchange with one another their 
surplus products. This international 
codperat.ve exchange has, in past dec- 
ades, steadily increased. 

A number of localized enterprises in 
this country might be cited. In May- 
nard, Mzessachusetts, a town of about 
8,000, the Finnish populace established 
a consumer codperative enterprise in 
1907. Farmers and townsfolk alike 
enjoy its benefits as a buying center. 
The mik consumed, about 1,600 
quarts dzily, is produced by the farmer 
members, who are awarded 7 cents per 
quart, f.ab.farm. The consumer cen- 
ter colleets, pasteurizes, and delivers 
the milk at a cost of about 344 cents. 
The 1% cents per quart overcharge 
is returned to the consumer. In this 
ideal praducer-consumer relationship, 
not a penny goes to any disrupting and 
demoralizing agency. Equity and se- 
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curity for all concerned, as far as milk 
goes, isa reality. And while the milk 
control board of Massachusetts in- 
sisted on a retail price of 12 cents per 
quart, these Maynard codperators 
fought for 1l-cent milk. This was 
pure altruism on their part, since in an 
ideal producer-consumer codperative 
setup, the first price paid matters little, 
as long as that price covers all legiti- 
mate costs of efficient codperative 
servicing, because the overcharge is 
returned to the member on the basis of 
his patronage. 

Unhappily, projects of a similar 
character in Pennsylvania at this time 
are meager. The potentialities, how- 
ever, are great and almost without 
limit. Earmarks of such develop- 
ments are showing in numberless 
places. In Northampton County, for 
Instance, the consumer store move- 
ment is taking definite shape. One 
rural store of considerable size already 
has been taken over by the County 
Consumer Association, and there is a 
healthy growth of a number of buying 
clubs scattered over the county. The 
chances are that the eggs produced by 
farmer members, and (mark well, 
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now) refused by local disgruntled gro- 
cers because of codperative inclina- 
tions of the farmers, will soon be mar- 
keted through the Consumer Whole- 
sale of New York, where many of the 
groceries (CO-OP brands) now dis- 
tributed in Northampton County are 
already obtained. 


THe CHALLENGE 


Associations of consumers the world 
over, otherwise known as coGdperative 
societies, have competently and effi- 
ciently performed for themselves the 
useful functions of the supply of goods 
and services without the profit motive, 
without help from the political state, 
and without accepting charity of any 
kind. Are we, the consumers, coura- 
geous and intelligent enough to em- 
ploy all our resources, without any co- 
ercion, to minister to our material 
needs, through woluntary codperative 
action, so that we may have time, in- 
clination, and means to develop a 
higher standard of living and a culture 
based upon the principles of democ- 
racy and coöperation? This is our 
challenge to our fellow consumers of 
our own state and Nation. 


Roland N. Benjamin has been president of the 
Pennsylvania Farm Bureau Coöperative Associa- 
tion, Harrisburg, since its organization three years 
ago, and is a director of the United Coéperatives, 
Ine., and of the Codperative League of the U.S.A. 
In addition to being an active farm operator in 
northern Pennsylvania, he has served six years as 
overseer of the Pennsylvania State Grange; twelve 
years as a director of the Pennsylvania State Cham- 
ber of Commerce, representing agriculture on that 
board; and six years as president ofthe Pennsyl- 
vania Farm Bureau Federation, 


Consumers’ Codperation and the Labor Movement 


By James Myers 


HE American Federation cf Labor 

indorsed consumers’ coöperation 
as far back as 1917, but until very re- 
cently there has been little practical 
interest shown by either movement in 
th2 other since about that time. The 
character of the American codperative 
movement has been predominantly 
rural. The early failure of promotion 
of codperatives by organizec labor 
when the Noble Knights of Labor dis- 
integrated in the eighties, and the 
failure of most of the codperatives set 
up by the United Mine Workers and 
the Illinois State Federation of Labor ! 
from 1915 to 1919, left many trade 
unionists cold toward coöperation. 


REVIVED INTEREST 


That a revival of interest ketween 
consumers’ coöperation and the labor 
movement has now begun is ev.denced 
by the resolutions of indorsement 
passed both at the congress of zhe Co- 
op2rative League? and at the corven- 
tion of the American Federation of 
Labor late in 1936.3 A number of 
state federations of labor have also 
indorsed codperatives, and incressing 
space is being given to codperazives in 
` labor journals, and to labor revs in 
codperative journals. An informa. La- 
boz Committee on Codperatives was 
set up in 1935 under the chairmarship 


1H. M. Kallen, in his book The Declirs and 
Rise of the Consumer (484 Ppa .D. App-eton- 
Century Co., 1936), attributes the failure of most 
of these codperatives chiefly to failure to adhere 
strictly to Rochdale principles. See pp. 260-264. 

2 Consumers’ Codperation (167 West 182ta St., 
New York), Dec. 1936, p. 2065. 

3 Fifty-sixth Annual Convention of tke Ameri- 
can. Federation of Labor, 1936, Repor: of Pro- 
ceeaings, p. 718, and Report of Executive Com- 
milice, pp. 126-127. 
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of John Edelman of the American 
Federation of Hosiery Workers, a union 
of the Committee for Industrial Or- 
ganizaticn, in order to stimulate in- 
terest ir. labors ranks in consumer 
coöperat on. 

The membership of the American 
codperat.ve movement as a whole is at 
present overwhelmingly among the 
farmers. Some of the older town and 
city coöeratives with foreign back- 
grounds, such as Dillonvale, Ohio (Bo- 
hemian coal miners and others), the Co- 
operative Trading Company of Brook- 
lyn (Firms) and Waukegan, Illinois, 
and the Finnish groups in cities in the 
North Central States, are either largely 
industrial workers or a combination of 
city workers and farm groups. The 
Consumers’ Codperative Trading Com- 
pany at Gary, Indiana, a thriving 
young N2=gro covperative, is composed 
of industrial workers; the membership 
of the three-year-old codperative at 
Racine, Wisconsin, is principally made 
up of organized unionists. The Amal- 
gamated Clothing Workers Union now 
has two units of codperative housing, 
including stores and services, in New 

fork City; and the American Federa- 
tion of Hosiery Workers started the 
Carl Maekley Houses in Philadelphia, 
where the tenants also have a codpera- 
tive store. There is at least a sprin- 
kling of wage earners in the new coöp- 
eratives which are springing up in 
many cities, although the membership 
is predominantly middle-class. 

It world seem that the growth of 
coöperation among industrial workers 
in America, particularly in the ranks of 
organizec. labor, will depend upon a 
number cf factors, including the growth 
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of the organized labor movement itself, 
the intensity of an educational cam- 
paign in the unions as to the value of 
consumers’ codperation, the education 
of the members of the codperative 
movement as to the value and need of 
labor unions, the actual standards of 
wages, hours, and working conditions 
maintained by codperatives for their 
own employees, the disposition of co- 
operatives where possible to purchase 
goods made under fair labor conditions, 
and the attitude of codperatives toward 
unionization of their own employees. 


Buinp Spots In Bota Movements 


The rank and file of organized labor 
is far from having recognized, as such a 
significant section of American farmers 
has done, that it is necessary for work- 
ers to organize as consumers to control 
the prices they pay for goods, as well as 
to organize as producers to raise the 
wages they receive. Neither can most. 
unionists be said to be conscious of the 
farmer and his problems, and the need 
for coöperation of the trade union 
movement with farmer groups for social 
progress. The awakening interest in 
labor circles, however, is apparent in 
the increasing number of courses on 
consumers’ codperation which have 
recently been introduced by workers’ 
education agencies; notably at Brook- 
wood Labor College, at the Highlander 
Folk School in Tennessee, in the insti- 
tutes of the Workers Education Bu- 
reau, and in the afhliated Summer 
Schools for Women Workers. 

Perhaps most effective is such a 
“progressive education” technique as 
was adopted by the Racine (Wisconsin) 
Coéperative which had sold quantities 
of gasoline and oil to the United Auto- 
mobile Workers Union during a strike. 
The manager of the codperative spoke 
at a subsequent meeting of the union 
and personally delivered the check for 
its patronage dividend, explaining that 


no such dividend would have been re- 
turned to it from a private oil company, 
and expressing the hope that workers 
will one day own industry codpera- 
tively, rather than merely continue to 
fight the profit system for relatively 
small advantages in wages and hours. 

The ecucation of members of co- 
operatives as to the value and necessity 
of labor unions is certainly an equally 
difficult problem. This may be said 
to be due to the predominant farmer 
membership in the codperative move- 
ment, together with the fact that labor 
unions are relatively unknown in rural 
areas, especially in those sections where 
consumers’ codperatives are strongest.’ 
The American farmers who are the 
backbone of the codperatives are them- 
selves in a sense business men, with 
capital invested in their farms, and em- 
ployers, often, of one or more hands. 
There is a tendency for these farmers 
to think of labor in terms of the hired 
man. When they build sizable cotp- 
eratives and employ often large num- 
bers of employees in insurance com- 
panies, feed mills, flour mills, oil plants, 
and other enterprises often located in 
cities, their background as employers is 
wholly without experience in any or- 
ganized labor relations. The idea is 
quite foreign to their previous individ- 

i Labor unions of agricultural workers are 
confined cliefly to workers in some of the pack- 
ing plants in California and Florida, some pickers 
(Japanese, Mexicans, and others) of various crops 
in California, some onion pickers in Ohio, scat- 
tering pickers in Colorado and other states, and 
the Southern Tenant Farmers’ Union among 
the sharecroppers in Arkansas, Oklahoma, and 
Texas. A movement toward a state-wide 
agricultural workers’ union in California and 
possibly a natfonal union is being considered, 
but actual unionization of agricultural labor has 
not as yet assumed significant proportions. See 
Handbook 3f American Trade Unions, 1986 edi- 
tion (Department of Labor, Bul. No. 618), p. 329; 
also The Rural Worker, New York: National 
Committee of Agricultural and Rural Workers; 


and the £hareeropper’s Voice, Memphis: The 
Southern Tenant Farmers’ Union. 
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ualistic economic experience. How- 
ever, the traditions of large grouns of 
codperative farmers who have- foreign 
backgrounds, like the Finns, inelude 
belief in labor unions. ‘The progres- 
sive leaders of other groups of Acnetican 
farmers are also showing increasing 
interest and concern over codperative 
relations with the labor movenr=n:.5 

In many of the new cotpera-iv2s in 
our cities the membership is made up 
of middle-class folks, most of wEom are 
probably not labor conscious, with a 
mixture of intellectuals and Hezlists 
who are enthusiasts for labor um orism. 
Among the latter, however, ar some 
who are so academic and lacing in 
practical experience that they, cn their 
part, are sometimes in danger cf rock- 
ing the boat by premature pressures 
for immediate labor organizaqion of 
coiperative workers, without rezard to 
whether either the employees or the 
management have been educeted in 
the matter, and without due corsicera- 
tion of the type of union indiceted by 
the circumstances. Some of these 
enthusiasts also blithely insist upon 
purchase by codperatives of ‘union 
label goods” without realistic study of 
the possibilities of such buying. 

Altogether, it is clear that excersive 
education is needed on the relacion of 
cotperatives and organized laboc, both 
by unionists and codperators, ir. order 
to prepare the way for the mor Heal 
relations of the two movements in 
Great Britain, Sweden, and other 
countries. 


Waces, Hours, AND CONDITIONS OF 
COÖPERATIVE EMPLOYEES 


The stated ideal and purpose: of the 


5 A hopeful instance of the practical a=sis-ance 
of farmers to industrial workers was the crgamiza- 
tion of the Racine, Wisconsin, coöperatie, whose 
membership is largely composed of trac2 union- 
ists. This was accomplished with the hep of 
a farmers’ codperative wholesale, the lidland 
Coiperative Wholesale. 


codperative movement is to provide | 
for its own employees as good and, 
wherever possible, better wages, hours, 
and working conditions than those 
enjoyed by the employees in compara- 
ble private industries. That the co- 
operative movement has actually lived 
up to this ideal in Great Britain and in 
Scandinavian and other European 
countries is supported by testimony of 
trade-unionists in those countries and 
by careful independent investigators.® 

While the American codperative 
movement in general is committed to 
the ideal of providing as good or better 
wages, hours, and conditions than 
private industry, no adequate recent 
statistics are available on actual con- 
ditions. In those codperatives whose 
employees are organized in labor un- 
ions, which will be referred to later, a 
yardstick exists and union standards, 
or better, prevail. 

As far as can be learned, the only 
available study of employment condi- 
tions in local consumers’ codperatives 
is that of Florence E. Parker.” In an 
article in the American Federationist 
for July 1986, Grace S. M. Zorbaugh 
summarizes these findings as follows: 


As of the year 1933 the situation of 326 
American consumers’ codperatives, with 
possibly 2,500 employees, ... was re- 
ported by Florence E. Parker as follows: 
“In the consumers’ codperatives weekly 
working hours averaged 54—~the range 
being from 36 to 101.5 hours. Over a 
fourth of the societies worked their em- 
ployees 10 hours or longer per day, over 6 


s H. A. Fierst, “Consumer Coéperation and 
Labor,” New Republic, Nov. 18, 1986, p. 70. 
This article also discusses the codperatives in 
Soviet Russia. See James Warbasse, Coipera- 
tive Democracy, p. 196; H. J. Twigg, The Eco- 
nomic Advance of British Coiperation (Man- 
chester: Codperative Union, Ltd.), Chap. VI; 
Charles Gide, Consumers Cotperative Societies 
(New York: Alfred A. Knopf, 1922), Chap. XVI. 

7™“Operation of Local Consumers Codperative 
Societies in 1933,” Monthly Labor Review, Nov. 
1934. 
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` per cent had them work 12 hours a day or 
longer. ... An average annual wage of 
$1,129 was reported by 456 consumers’ co- 
operatives—range from $814 to $1,701.” 8 


Miss Zorbaugh comments as follows: 


As far as the above situation remains the 
same today, daily and weekly hours are 
no cause for pride in the consumers’ co- 
operatives. ... Annual wages, on the 
other hand, make a fair showing when com- 
pared, for example, with Croxton’s figures 
for Ohio in 1933.9 The average annual 
wage of all employees, wholesale and retail, 
in Ohio was $920 or fully 10 per cent less 
than that in consumers’ codperatives. 1° 
In view, however, of the long hours of work 
in the codperatives, the latter paid prob- 
ably no higher, and possibly lower, wages 
than did the Ohio wholesale and retail 
trade. ... 

Summing up the codperative labor situa- 
tion in the United States, consumers’ coöp- 
eratives ... are weak as regards working 
hours and hence the rate of wages. .. . It 
is probable that no consistent labor policy 
has ever been thought through. 


A writer in the Annalisti gives a com- 
parison as of 1933 showing the percent- 
age that wages are of net sales for 
department stores, novelty stores, and 
codperatives, as follows: codperative 
stores, 9.2; department stores, 18.3; 
specialty stores, 17.0.4 

The deductions of the writer, how- 
ever, that “the pay-roll advantage is 
not one of which any codperator would 


8 “Coiperative Employment in Britain,” p. 
yid. 

§ Fred C. Croxton and Frederick E. Croxton, 
“Average Annual Wage and Salary Payments 
in Ohio, 1929 to 1933,” Monthly Labor Review, 
April 1935, 

10 This comparison is not exactly comparable 
since the wages of 456 codperatives in many 
parts of the country are compared to the wages of 
private wholesale and retail employees in Ohio 
alone. Nor are figures for Ohio codperatives 
given separately for comparison with Ohio 
private employment. 

uS, L. Miller, “Total Sales Volume of Con- 
sumers’ Codperatives Small Despite Recent 
Expansion,” The Annalist, Sept. 4, 1936. 


be proud” are certainly not justifiable 
from the data given. In the first 
place, specialty stores are not wholly 
comparable to codperatives, which are 
chiefly groceries, wholesales, gas and 
ou, and so forth. Nor are the de- 
partment stores wholly comparable, 
for the same reason. Furthermore, 
no information is given in the Annalist’s 
article as to whether or not there are 
included the wages of supervisory of- 
ficials or executives (which are as a 
general policy lower in the codpera- 
tives), or of the number of employees 
found necessary for the different types 
of service rendered by cotperatives 
and department and specialty stores, 
which would affect the total pay rolls 
from which these comparisons are 
apparently drawn. The Annalist arti- 
cle admits that “any comparisons 
between the operating results’ of the 
codperative and private retailers, it 
should be remembered, may largely be 
falsified by differences in size, type of 
products handled, accounting systems 
and in a host of other ways.” 

It is probably true that in new. co- 
operative societies wages are lower 
and hours longer during the period 
when these coiperatives are getting 
on their feet, but this condition is 
usually by consent of the codperative 
employees, who are genuinely con- 
cerned to help build up the business. 
There is always danger in such situa- 
tions that the lower working standards 
may not be amended as the codpera- 
tive grows. To meet this danger, an 
enlightened conscience among the mem- 
bers and trends toward unionization of 
employees myst be relied upon. 


PurcHass or Goons Maps UNDER 
Farr LABOR CONDITIONS 
Under present conditions in the 
United States, with only about 15 per 
cent of workers belonging to unions, 
it is not a simple matter to “buy 
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union-label goods.” Unionizaticn is 
now growing rapidly, particularly un- 
der the drive of the Committee for 
Industrial Organization unions, and a 
wider variety of union-made products 
may become available in tke near 
future. At present, it is relatively 
simple for coéperative purchesing 
agents to discover union-made brands 
of satisfactory quality and pric2 m 
many items of clothing, in priming, 
in coal, tires, and a number cf cther 
products. 

However, even when goods are man- 
ufactured under union conditions one’s 
conscience can hardly be at rest, for 
one needs but to trace the scurze of 
raw material, for instance, in  uzion- 
label cotton shirt, and one finds one- 
sef amidst the deplorable conditions 
of the sharecropper. One needs only 
to go back far enough behind even 
th2 few brands of union-made as well 
as other tobaccos to find one’s feet on 
tobacco road with all its misery. 

When it comes to groceries and food 
products, it is possible, for instence, 
to secure union-manufacturec flour; 
but as has been indicated in a previous 
paragraph, the unions among agri- 
cultural labor are few and weak. The 
larger crops in sugar beets beas, 
beans, tomatoes, onions, celery, let- 
tuze, grapes and raisins, oysters, and 
citrous fruits are generally picke1 by 
migrants and child labor under de- 
plorable standards and conditions. 

American labor will need tc b: or- 
ganized on far wider fronts, and Jed- 
erel legislation will need to be 2nected 
_ setting up minimum wages and max- 
imum hours, and abolishing zhild 
labor in commercial agriculture as well 
as in industry, before codperetors or 
American citizens generally can buy 
wi-h a good conscience. 

Nevertheless, the efforts of cod=era- 
tives to purchase goods made vader 
fair labor standards are significant and 


helpful. The best detailed reports on 
labor conditions under which various 
products are made are to be found in 
the reports of Consumers’ Union.” 
The primary purpose of this organiza- 
tion is to rate articles according to 
quality and price, but it also publishes 
supplementary information when ob- 
tainable on labor conditions prevailing 
in connection with their manufacture. 
Goods made under better labor condi- 
tions are not always the best buy for 
quality and price. Consumers’ Union, 
which does no purchasing itself, merely 
gives what information it can obtain 
and leaves the purchaser in his buying 
to weigh comparative material and 
human values. 

Codperative Distributors Inc., a co- 
operative mail order house,” has from 
the first endeavored to buy articles 
made under fair labor conditions, 
preferably union-made items. It has 
discovered, however, many difficulties, 
including those already indicated in 
this article. 

The degree of effort made by the 
larger codperative wholesales to weigh 
labor-production standards in their 
purchasing probably varies according 
to the degree of their codperative 
idealism and the strength of organized 
labor influence in their membership.“ 
As American wholesales themselves 
come to undertake manufacturing, as 
in England and other countries, it 
should be simpler by means of their 
own higher employment standards to 
guarantee to consumers goods made 


12 Consumers’ Union Ince., 55 Van Dam Street, 
New York, N. Y. 

13 Codperative Distributors Inc., 30 Irving 
Place, New York, N. Y. 

14 As an illustration, the Central Codperative 
Wholesale. Superior, Wis., reports that “while it 
is not possible for a commercial enterprise of this 
scope to insist upon the union label in all prod- 
ucts, since it must handle hundreds of varied 
items, union products are given preference, and 
prison-made and sweatshop products are not 
handled.” 
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under fair labor conditions. Mean- 
while, the increasing use of the codp- 
erative label on numerous articles 
throws increasing responsibility on 
the wholesales to include in their speci- 
fications of purchase of these goods 
from private manufacturers, definite 
considerations of the wages, hours, and 
conditions under which they are made, 
with general preference for union goods 
wherever possible. 


Union RECOGNITION ABROAD 


In older countries like Great Britain, 
the Seandinavian countries, Belgium, 
France, and others, the employees of 
coGperatives as a general rule belong 
to regular trade unions affiliated with 
the national labor movements. In 
England the National Union of Dis- 
tributive and Allied Workers is pre- 
ponderantly composed of employees of 
codperatives, but it also is affiliated 
with the National Trades Union Con- 
gress. The unions have written agree- 
ments with the codperatives covering 
wages, hours, and working conditions. 
Provisions are made for arbitration of 
disputes. While the right to strike 
is safeguarded, few strikes have oc- 
curred, differences being amicably set- 
tled through conciliation machinery. 
It is significant that the trade union 
movements on their part recognize 
the difference in the objectives of the 
codperatives from those of private 
employers, and bear this fact in mind 
in their mutual relations.“ In some 

15 An excellent summary of these relations will 
be found in H. M. Kallen, Decline and Rise of 
the Consumer (New York: D. Appleton-Century 
Co.), pp. 382-348. ` 

16 The most significant statement of this is 
found in the fifteen-year-old agreement of labor 
unions with the codperative movement in France, 
which Dr. Kallen (zbid., p. 344) quotes as follows: 

“Consumers codperative societies are insti- 
tutions which, in their nature, seek no profit 
whatsoever, and through their objectives, 


constitute elements of a new society. Trades- 
unions, hence, are under obligation to bear this 


cases provision is made, or it is allow- 
able, for employees to be elected to 
boards of directors. Vacations and 
other welfare features obtain in various 
forms and degrees. In some instances 
couperatives have supplied credit, 
food, and relief to strikers in other 
industries during industrial struggles.}’ 
The two movements are closely knit, 
with large numbers of industrial wage 
earners as well as farmers in the mem- 
bership of the codperatives themselves, 
the proportions varying in the different 
countries. 

While it has been necessary to confine 
this article to other aspects of the rela- 
tions of the labor movement and con- 
sumers’ ecéperation, a highly significant 
fact must be emphasized in passing. 
History shows that in Great Britain, 
the Seandinavian countries, Belgium, 
France, and others where the codpera- 
tive movementeis strongest, it has 
enjoyed strong support not only from 
trade unions but also from some labor 
or farmer political party. Consumers’ 
coöperation has been supplemented 
also, in many of these countries, largely 
through the influence of such political 
parties, by extensive measures of public 
ownership of important utilities, as well 
as by general social insurance.'* 


fact in mind in all relations they are called upon 
to enter into with the coUperatives. Conversely, 
it is the duty of the latter to find ways and means 
of organizing their labor force according to union 
requirements. At the same time, the consumer 
codperative societies are never to be placed ata - 
disadvantage (en état d'infériorité) before their 
private competitors, lest they disappear or no 
longer perfcrm their full service for the con- 
sumer, especially for the working people who 
are the greater part of their membership.” 

17 James Warbasse, Cotperative Democracy 
(285 pp. New York: Harper Bros.), p. 197. 

18 See Marquis W. Childs, Sweden: The Middle 
Way, New Haven: Yale University Press, 1936; 
F. C. Howe, Denmark, The Coöperative Way, 
pp. 277, New York: Coward McCann, Ine., 1936; 
Beatrice Potter, The Coöperative Movement in 
Great Britain, pp. 241, New York: Charles Serib- 
ner’s Sons, 1907. 
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Union RECOGNITION IN AMZREUA 


Probably because of factors in the 
situation in this country which we 
have previously indicated, unionization 
of codperative employees has rot gone 
far in America. A few instances, how- 
ever, may be cited. The Ceniral Co- 
operative Wholesale at Superior, Wis- 
consin, reports that it 


has adhered from its inception to the inter- 
pratation that the consumers’ coGpecative 
movement must be looked upon zs £ part 
of the general labor movement. In its 
practical relations with its own employees 
it has consistently favored union organiza- 
ticn, and employees of the Wholesale have 
been largely instrumental in the orgeniza- 
ticn of trades in the city of Super-or, as in 
the case of bakers and truck drivers. One 
group of its present employees cniefly 
office workers, for whom there is yət no 
A. F. of L. union in the city, havz a local 
of the independent Codéperative ‘Vozkers’ 
Union which, however, has not as yet been 
officially recognized by this organization. 
They have at all times enjoyed representa- 
tion of their own choosing in dealing with 
the Wholesale. All other employees kelong 
to unions of their respective traces,. with 
wkom the Wholesale has regularly main- 
tained agreements, even in instances where 
other employers of the city failed to do so. 


The Cotperative Builder !? pubHshes 
in its May 1936 issue an interesting 
aczount of the annual conventicn of 
the Codéperative Workers Unio1 at 
- which eleven of the twenty locals were 
represented, delegates coming “from 
as far as Waukegan, Illinois and Eock, 
Michigan, two points where the union 
has been particularly active ard effec- 
tive.” The proposal of affiliation with 
the American Federation of Labor was 
re-ected, since | 


it was pointed out that the Cot perative 
19 Organ of the Northern States Ccdperative 


League, the Central States Codperative League, 
and the Central Codperative Wholesale. 


Workers Union is an industrial union 
whereas the A. F. of L. organizes according 
to craft. According to the policy formu- 
lated, in any town where the A. F. of L. 
organizes unions to which codperative 
workers are eligible, the Codperative 
Workers Union offers no objection to its 
members going over to the A. F. of L. 
unions, provided the A. F. of L. organizes 
the workers in private, competitive con- 
cerns also. i 


Among other coöperatives having 
labor unions are the People’s Codpera- 
tive Society (city coöperative store, 
Superior), where all employees, clerks, 
drivers, butchers, and so forth, are 
members of their unions and receive 
union scales and in some cases more 
than the union scale; the Franklin Co- 
operative Creamery Association of 
Minneapolis, which reports “all em- 
ployees are members of some union 
recognized by the A. F. of L.”; the 
Racine, Wisconsin coéperative, where 
the employees are members of their 
respective unions; and the gas station 
operatives of the Indiana Farm Bureau 
Coidperative Association. 

All of the twenty-one employees of 
the Coöperative Distributors Ine., 
New York, are members of the Depart- 
ment Store Employes Union (local of 
the Retail Clerks International Pro- 
tective Association, A. F. of L.); and 
the employees of Consumers Union 
Inc., New York, are members of the 
Bookkeepers, Stenographers and Ac- 
countants Union (A. F. of L.). As 
this article goes to press the Consumers’ 
Codéperative Services (a chain of coöp- 
erative cafeterias) in New York has 
begun negotiations for an agreement 
with the Cafeteria Workers Union (lo- 
cal 302 of the Hotel and Restaurant 
Employees’ International Alliance 
(A. F. of L.). This codperative has 
for many years taken the position that 
it would recognize any union chosen by 
a majority of its employees. 
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TRENDS 


Those who share with the present 
writer an admiration for the relation- 
ships of consumers’ coöperation and 
the labor movement particularly in 
Great Britain and Sweden, and hope 
that the two movements in this coun- 
try may develop in that direction, will 
do well to bear in mind how sharply 
the American scene differs as yet from 
the general background of the picture 
in those countries. It seems likely that 
the two movements in America will 


draw closer together, and both of them 
increase in effectiveness, only as labor 
becomes more generally organized in 
American industry as a whole, as wage 
earners as well as farmers become mem- 
bers of codperative societies, and as 
more effective farmer-labor political 
action develops in this country. The 
educational programs of both move- 
ments must bear the heavy respon- 
sibility of presenting to their respec- 
tive members the total vision of the 
couperative commonwealth that is to 


be. 


James Myers is industrial secretary of the Federal 
Council of the Churches of Christ in America, New 
York City. He is an ordained minister, and an asso- 
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The Coéperative Movement and the Church 
3y M. A. 


HE recent visit of Dr. Toyohiko 
Kagawa of Japan to the United 
States of America, during which he 
discussed the great economic and so- 
cial issues of the day and strongly ad- 
vocated the coöperatives as tae most 
feasible program to deal wita them, 
presents certain considerations of 
moral, ethical, and religious signifi- 
cance that are of profound concern to 
the church and religious inst=tucions. 
Dr. Kagawa came as the representa- 
tive of the Christian church and dis- 
cussed the codperatives from a Chris- 
tian point of view, and during his stay 
he stirred America as no other evange- 
list has been able to do in recent rears. 
He stated frankly that his mission was 
ta “help build a world cod erative 
movement.” He desired to “Chris- 
tianize the codperatives and to 206p- 
eratize the churches.” He charged 
the churches with the lack of the social 
application of the economic truths of 
Caristianity. Two things stanc out 
boldly in Kagawa’s program end phi- 
losophy of life—the transformation of 
men’s inner souls through the religion 
of Jesus Christ, and the changing of 
the economic system, under whick men 
must live, from a competitive to a co- 
operative one. 

Because the recent interest in the 
ccéperative movement in the United 
States was developed by a great Chris- 
tian missionary and the campaign was 
organized and led by the Chrstian 
churches, some people have essumed 
that the codperative movement is 
something that pertains to some form 
of church union or organizatior. This 
error needs correction. There s, of 
course, a close relationship, but tke co- 
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operative movement is in no sense in- 
volved in the organized church as such. 
There are vast implications for religion 
and religious institutions. These we 
desire to discuss, and to present to the 
churches the challenge that is now 
upon us because of the moral, ethical, 
and religious implications of modern 
economic life. 


New Licur on OLD PROBLEMS 


The economic problem is as old as 
the race. It has always had certain 
interests for the church. Problems of 
poverty and the ignorance, disease, 
and war that are the natural fruits of 
poverty and the competitive economic 
struggle have been the basic issues un- 
derlying the problems of the churches. 
The church, however, has dealt with 
them in the past on the plane of pat- 
ronage and charity. It has done little, 
if anything, to remove the causes of 
poverty. We are now beginning to 
see this old, old problem of poverty in 
a new perspective and to realize that it 
is primarily a question of morals and 
religion that must be faced in a new, 
constructive way. We now see that 
we do not solve material problems by 
material means, but by ethical and 
moral ideals. We must get an ethical 
and religious view of materialism. 
Weare also beginning to see that, while 
the problem of poverty is a very old 
one, the atmosphere and environment 
in which it exists today is a new thing 
under the sun. 

We can understand poverty in a 
world of economic scarcity, but not in 
a world of plenty. There is absolutely 
no defense for poverty in the kind of 
world in which we are now living. 
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We have all the potential means to 
supply all the wants of men. What 
we lack is the knowledge and the will 
and the new motives that will enable 
us to do so. All of which also suggests 
that, in the light of this new perspec- 
tive, these problems of poverty are not 
now so much a question of the related- 
ness of people to economic goods as 
they are relationships of people to one 
another. 


Tue CHURCH AND COMMUNISM 


There is also the imperative now 
confronting the church to face quickly 
the alternative to this question. 
There is no time to be lost if the church 
is to preserve its self-respect and jus- 
tify its right to continue as an institu- 
tion concerned with morals and ethical 
principles—with justice, truth, and 
righteousness. If it does not act 
speedily im such a manner as to con- 
vince the masses that it is concerned 
with these questions of human well- 
being, then it must not complain if 
these masses respond to other forces 
that are abroad to proclaim the doc- 
trine of human rights and human wel- 
fare. In many sections of the church 
the communist is being severely criti- 
cized and denounced as the destroyer 
of men and the arch enemy of the 
church and society. We hold no brief 
for the communist, but we are per- 
suaded that instead of denouncing the 
communist, the church would do well 
to examine itself and ask itself why it 
has not done more to prevent the very 
conditions that have given birth to 
communism. It is not a communist 
but a Christian missionary of rare in- 
sight and unquestioned integrity who 
has said: 


Justice would give labor a just share in 
the proceeds of industry; now we give wages 
and charity. At our best we play “brother 
bountiful” to the poor instead of being 
brothers in a world organized on the basis 
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of brotherhood. It is fundamentally un- 
just that a man who has money has with it 
the right to hire and to fire and to decide in 
general the economic destiny of his fellow 
men who have brain and brawn to contrib- 
ute to industry. That relationship needs 
not charity to soften it but Judgment to 
change it. To do social service around the 
central injustice and to leave it untouched 
is to sprinkle rose water on a cancer to 
cure it? 


If Lincoln were here today, he would 
change his dictum of “This nation can- 
not exist half slave and half free,” and 
would say with infinite sadness, “This 
world of ours cannot exist half-stuffed 
and half-starved.” And he would be 
right. God has given enough for all, 
but we, His children, have not yet 
learned to distribute it, and I am afraid 
that we cannot do it under the present 
system. I wish we could, but I am 
afraid we cannet, for production and 
distribution are in the hands of private 
profit. They must be changed over 
and used in the purposes of collective 
good. The Christian world is uneasy, 
because it knows that with all its ab- 
sorption in many unimportant things, 
it must sooner or later face this ques- 
tion with an adequate answer. And, 
it is dawning upon it that the adequate 
answer will not be an argument but 
the production of a better social order. 

We have quoted from these two 
men, Dr. Kagawa and Dr. E. Stanley 
Jones, because they are, without 
doubt, the outstanding Christian lead- 
ers in the world today. They are 
agreed that the alternative to com- 
munism, fascism, and competitive cap- 
italism is the codperative movement. 
That is to say, that from the point of 
view of a religion that has certain 
moral, ethical, and spiritual impera- 
tives, one of the ways, if not the way 

*E. Stanley Jones, Christs Alternative to 


Communism (New York: Abingdon Press, 
1935), pp. 66, 67. 
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out, lies in the realm of the codperative 
movement. A codperative soziety 
must take the place of a comzetitive 
society if the race is to enjoy tke fruits 
of an advancing civilization, ard if the 
church itself is to survive. 


CoGPERATION VERSUS COMPETITION 


The codperative movement provides 
an outlet whereby human beirgs may 
werk out a more orderly econ mic 
existence. It offers organization and 
techniques that will enable the work- 
ers to get the benefit of what they pro- 
duce. But coöperation is something 
more than a way of making a lviag— 
it is a way of life. It exalts human 
values over brute strength. The most 
important consideration in a cabpera- 
tive is the human beings who compose 
it. They are the real capital in the 
encerprise. Each of us has his faults. 
CoGperatives, just ag individualistic 
and competitive business, mast de- 
pend upon human beings. Th2y can- 
noz rise any higher than the motives, 
characters, and actions of the people 
who compose them. But in zhe co- 
operatives there is Just this difference. 
The main incentive is the good of all 
and not the good of one. It calls for 
a type of working together tha: is not 
developed under a competitive syszem, 
and lacking which, we have not 
achieved those communal relatiors so 
necessary to a peaceful, orderly social 
life. 

In a codperative we canno? bring 
the same sort of pressure on our fel-ows 
to get things done as is both possible 
and necessary in a competitiv: kusi- 
ness. It is of little valu to rail and 
criticize in codperative employ;ment. 
It is necessary to find ways and means 
to help the workers to improv: their 
service and attain greater efficiency by 
altruistic motives and a commons irter- 
est. The codperative point of view 
means good will to one another, build- 


mg up ties instead of barriers, acting 
constructively instead of destructively. 

Competition is the law of the jungle. 
Codperation is the law of hfe. This 
is no tirade against capitalists. The 
capitalist is as much a victim of the 
system under which he works as is the 
laborer. He is the product of his en- 
vironment and upbringing, and he toa 
is in great need of some better system 
that will enable him to free himself 
from the everlasting struggle and fear 
that obtain in the present competitive 
order. 

It should also be said that the 
church itself must be freed from the 
tyranny and the contradiction of the 
present system. It too is being de- 
feated by this same law of the jungle. 
In the past its major emphasis has 
been upon personal religion. It has 
been concerned primarily with indi- 
vidual righteousness and personal 
goodness, and having thus addressed 
itself to its constituency, it has taken 
refuge in the hope that this would 
work itself out in society. The church 
is now beginning to see that this has 
not worked; that the forces of evil in- 
herent in a competitive society are too 
strong and too well organized to make 
it possible for individual goodness to 
succeed. Personal goodness is not 
enough. Itis defeated under the pres- 
ent economic system. 


Tur PLACE or tHe CHURCH 

This brings me quickly to the ques- 
tion of our interest. What is to be the 
place of the church in the movements 
looking toward a more equitable so- 
ciety, and, in particular, in the de- 
velopment of the codperative move- 
ment? ‘There are many things that 
the church can and should do. There 
will be differences of opinion as to the 
fields of social action in which the 
church can participate. These we will 
not discuss, but there can be little 
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doubt as to the place of the church in 
providing a philosophy of life. The 
cooperatives not only provide the out- 
let for a philosophy such as the church 
represents, but they demand it. Let 
us state briefly what this philosophy 
involves. According to Dr. Kagawa 
there are four basic principles that are 
inherent in the philosophy of a co- 
operative society: “(1) an idealistic 
conception of economic history; (2) a 
theory of non-exploitation; (3) a the- 
ory of brotherhood; (4) a theory of 
social solidarity.” 

Let us take a few minutes to exam- 
ine these four principles in the light 
of the essential considerations of 
Christianity. 


Ineauistic CONCEPTION 


An idealistic, or if you prefer, a 
spiritual conception of economics is 
necessary if we are ever to change the 
present system. Economics is not 
primarily a material interest; it is prl- 
marily a spiritual interest. It is not 
based primarily on commodity and ex- 
change values. The main considera- 
tions are in the realm of attitudes and 
relationships. We are concerned with 
food and clothing and shelter, not as 
ends in themselves but as a means to 
an end—the end that all the people 
may be freed from the struggle of pov- 
erty, that their minds may be freed 
from the everlasting fear of insecurity 
and that they may find that release 
that will enable them to lift up their 
eyes from the hoe and take in the 
beauties of life. 

This idealistic conception of eco- 
nomic history also implies a “Christian 
materialism.” This sounds like a con- 
tradiction, but it is so only because, 
unfortunately, the church has never 
taught the possibility of a Christian 
materialism. We are now on the 
threshold of a new and more Christian 
attitude toward material goods. 


Bishop McConnell, in his recent book 
Christian Materialism, has stated with 
his usual clarity the adjustment that 
must now be made in Christian 
thought and attitude in the use of ma- 
terial goods. The following is sug- 
gestive of the problem that lies at the 
heart of a Christian philosophy of 
materialism: “The cravings of the hu- 
man life for the material cannot be 
stamped out.” There remains, then, 
the only other way. If we must not 
allow the material forces to run over 
us and beat us down, and if we cannot 
ignore the forces, we must come to 
terms with them and bring them under 
control. 

The old-time teachers in the early 
days of Christianity used to speak of 
matter as inherently evil. That was 
to surrender too much of creation to 
evil, in fact almost all, for matter 
touches and conditions even the soul 
striving after its loftiest satisfactions. 
Here we begin to realize that person- 
ality itself is an inherent part of mate- 
rialism; that food, clothing, and 
shelter, books, automobiles, and roads 
become a part of us; they are life. 
We can no longer think of man as apart 
from his physical and economic en- 
vironment. So it becomes necessary 
to establish a Christian materialism, 
“an idealistic conception of economic 
history”; but an ideal that must surely, 
if slowly, be put into practice. To 
furnish this ideal as the basis of the co- _ 
operative movement is one of the 
major contributions that the church 
can make. 


NGN-EXPLOITATION 


What shall we say of the “theory of 
non-exploitation”? Well, I am not 
quite sure that all codperatives are 
thoroughly alive to this important 
principle as a necessary qualification 
for the codperatives. For that I do 
not altogether blame them. But I 
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shall insist that unless this ideal does 
become a basic principle, clearly recog- 
nized as such and subscribed to by the 
members, the codperatives will have a 
difficult task to justify their ex-stence. 
Again, I would add, I know of no cther 
source to which the codperatives could 
turn for a philosophy of this principle 
as to the Christian church. Where in 
literature will you look for a kody of 
material that so vibrates with the 
spirit and purpose of non-expicitation 
as does the Bible? So it seems to me 
that the church has a contributian to 
make to the basic philosophy of th2 co- 
operatives in the form of a greet body 
of religious literature that represents 
the social thought and ideals of the 
ages, at the heart of which is this the- 
ory of non-exploitation. We of the 
church could well devote more zime 
to those immortal passages of the 
Scriptures (and theye are numerous) 
that set forth in unmistakable lan- 
guage the mind of God in this metter 
of the exploitation of one’s fellow 
man. 


BROTHERHOOD 


In the principle of brotherhoad, the 
church again has a great contr_bution 
to make to the philosophy of co6rera- 
tion. That codperation is impossible 
as a continuing program of economic 
procedure without this sprit of 
brotherhood, there is little need to 
argue. In all my contacts and experi- 
` ence with the codperatives, I can tes- 
tify that when they exhibited signs of 
weakness or were in trouble, it was 
usually because the spirit cf true 
brotherhood was lacking.s Co6rera- 
tives need to keep alive and strong the 
brotherhood quality of life im their 
memberships, or they are doomed. 

The Christian church has in a 
unique way become the _ vehicle 
through which this spirit of brother- 
hood can be made available for the co- 


operatives; for there can be no brother- 
hood unless there is a recognition of a 
fatherhood. In the common acknowl- 
edgment and acceptance and practice 
of the Fatherhood of God lies the only 
hope of any brotherhood movement 
that is worthy of the name. As 
Kagawa has so well said, Christian 
brotherhood is the solution of the eco- 
nomic problem. But the church has 
failed to apply this Christian principle 
to life, and it is first of all necessary 
that the church shall give greater em- 
phasis to this principle and restore 
Christian brotherhood in the church 
first and then establish it m society. 
This is a primary contribution that the 
church can make to the philosophy of 
coöperation. 


SOCIAL SOLIDARITY 


The principle of social solidarity is 
the capstone of the codperative phi- 
losophy. It is the codperatives’ an- 
swer to the methods of communism 
and to all other forms of political or- 
ganization that are advocating vio- 
lence as the probable final way by 
which the social millennium will be 
azhieved. This principle of social 
solidarity is also at the heart of the 
Christian enterprise. ‘The Cross of 
Christ is not only its symbol, but also 
its example. The Cross was for all 
men—capitalists, communists, fascists, 
and codperators—but you cannot be 
true to the Cross and remain a profit- 


seeking capitalist, or by accepting the 


methods of the communist or the fas- 
cist. These operate on a principle 
that is contradictory to the principle 
of the Cross. There are times when a 
Christian may lose faith in his cause 
and seek to usher in the Kingdom by 
methods of violence, but when he does 
so, he needs to remember that he is 
departing from Christianity. By no 
stretch of the imagination can one 
reconcile with the Cross the methods 
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of violence even to achieve good ends, 
or the creation of a class consciousness 
to bring to pass a better society. 

The coöperatives provide a work- 
able method in economic life that will 
make for social solidarity, but they will 
need the driving force and dynamic of 
a religion at the heart of which is this 
principle of the Cross if they are ever 
to accomplish this worthy end. The 
Christian church is the only institu- 
tion that has this contribution to make 
to the philosophy of coöperation. 
The Cross is the symbol of sacrificial 
service, without which there can be no 
social solidarity. 


Ture More ABUNDANT LIFE 


To all of this I would like to add one 
other element that, in my judgment, 
is equally important in the coöperative 
movement, and which is again a dy- 
namic principle in the program of 
Christianity. I refer to “the more 
abundant life.” “Iam come that they 
might have life, and that they might 
have it more abundantly.” Thus 
spake Jesus as He announced His mis- 
sion on earth. To be sure, there are 
those who would limit the interpreta- 
tion of these words to the narrow con- 
ception of life that is outside man’s 
physical and material needs, but others 
are insisting upon the recognition that 
all life is included. Man has a spirit- 
ual nature; we would not detract from 


it, but rather magnify it; but it is so 
interwoven and interrelated with 
man’s physical being that we cannot 
think of them as separate and apart. 
The abundant life means all of life, in- 
creasing every aspect of life. The phi- 
losophy of coöperation holds out the 
opportunity to satisfy this quest and 
need on its material side, but the co- 
operatives must also begin to think of 
this more abundant material life as a 
means to the more complete abundant 
life which will include all men’s needs, 
physical, social, intellectual, and 
spiritual. 

It is to this philosophy of the abun- 
dant life that the church can make its 
supreme contribution. But Mr. Fi- 
lene rightly asks the question: “What 
are our religious institutions going to 
do aboutit? Are they going to preach 
a rugged individual salvation, refusing 
to meddle in social and economic prob- 
lems, or are they going to take the lead 


in the organization of a more abundant 


life?” To make this objective of the 
more abundant life an integral part of 
its purpose and program is an obliga- 
tion of the church that it cannot escape 
and be true to its Lord. To do this 
would also render a service to the phi- 
losophy of codperation that from the 
viewpoint of true religion would enable 
the codperatives to become one of the 
allies of the church in the building of 
the Kingdom. 


Rev. M. A. Dawber, D.D., is superintendent of the 
Department of Town and Country Work of the 
Board of Home Missions and Church Extension of 
the Methodist Episcopal Church, Philadelphia. In 
this connection he has had opportutity to study 
rural conditions in every part of the United States 


and in Puerto Rico. 


He has had extensive experi- 


ence as vastor in rural fields, has served as professor 
of rural sociology and theology at Boston University 
School cf Theology, and has lectured throughout the 
country upon various aspects of rural life, partic- 
ularly as related to the work of the rural church. 


Consumers’ Codverative Educational Methods 
B7 E. R. Bowen 


ONSUMERS codéperation has 

been described as an eeoromic 
movement which uses eduzational 
methods; it has likewise been described 
as an educational movement which 
uses economic methods. It is a srac- 
tical demonstration in the economic 
field of the progressive theory of edu- 
cation of combining learning and liv- 
ing. 

The report of the Inquiry on Co- 
operative Enterprise in Europe ap- 
painted by President Roosevelt, which 
has just been released, says in a seztion 
devoted to Educational Activities of 
Consumers’ Codperatives: 


To live, a coéperativamust havz a loyal 
membership with a broad understanding of 
its purposes and methods. To grow, it 
must “sell” the codperative idea to prcspec- 
tive members. That is why the zoëpera- 
tive movement attaches such great inpor- 
tance to its educational and propaganda 
wark. 


` In this article we will div-de the 
activities covered by the general word 
“education” into two divisions—those 
whicharecommonly described as“sub- 
licity or propaganda,” and those which 
are more definitely described by the 
name “education.” Cultural or recre- 
ational activities will be included in 
the discussion of education. ‘There 
wil be no attempt made to discuss 
activities having directly to do with 
the business side of theemoverrent, 
which are of a sales promotion nature. 


CoG6PERATIVE PUBLICITY 


To enlist the interest of new mem- 
bers as well as to increase the interest 
of old members, the consumers” co- 
perative movement uses prircipally 
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ings. 


four types of effort which may be called 
by the names of platform, press, pic- 
torial, and printed matter. 

The coöperation of groups of a gen- 
eral social nature, such as ethical, edu- 
cational, and political groups, and of 
vocational economic groups in the 
farm, labor, and professional fields, is 
enlisted to include addresses on their 
platforms and articles in their publica- 
tions, as well as special pamphlets in 
their bibliographies, on the significance 
of the consumers’ codperative move- 
ment as one of the means of building 
an economic democracy. It is argued 
that, since consumers’ coöperation is a 
democratic economic movement, all 
other democratic organizations should 
assist in spreading information about 
it widely among the American people. 


Platform publicity 


Codéperative leaders in America are 
today literally swamped with requests 
for addresses. Foreign codperative 
leaders who visit us have wide hear- 
The famous Toyohiko Kagawa 
of Japan toured America during the 
first six months of 1936, speaking be- 
fore audiences which numbered three 
quarters of a million besides radio 
listeners, and declared unequivocally 
that codperatives are the economic 
foundation of world peace and the em- 
bodiment of the principle of brother- 
hood in industry. 

The nationally known progressive 
business leader Edward A. Filene has 
given the consumers’ codperative 
movement wide publicity through his 
addresses and articles, 

National conferences of groups in 
nearly every field, such as religion, 
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education, farm, labor, and business, as 
well as general forums, have featured 
the subject in their programs because 
of the widespread interest in the need 
for a new economic organization of so- 
ciety to make possible the general dis- 
tribution of the abundance which 
power production can provide. 

For the past two years the popular 
“Town Meeting of the Air” radio pro- 
gram has given over one of its nights 
each year to a forum discussion of Co- 
operative versus Competitive Busi- 
ness, which has brought unusual re- 
sponse. 


Press publicity 


Consumers’ coöperation has become 
“news” in America. The President’s 
appointment of an Inquiry on Co- 
operative Enterprise in Europe has 
focused attention on the subject. In- 
terviews with codperative leaders, re- 
ports of codperative addresses, and the 
publication of codperative statistics 
are carried generally in American 
newspapers. The interest has become 
so great that some newspapers have 
featured special series of articles on 
the codperative movement in Europe 
and America. Digests of codperative 
books have been published serially. 

General weekly and monthly maga- 
zines have, in nearly every case, pub- 
lished one or more articles on the move- 
ment, which have reached millions of 
readers of the Saturday Evening Post, 
Colliers Weekly, Forum, Scribner's, 
Harpers, Atlantic, Christian Century, 
Commonweal, Survey, Christian 
Science Monitor, Literary Digest, 
Time, News Week, Mid-Week Pic- 
torial, Today, Nation, New Republic, 
Common Sense, New York Times 
Magazine, Readers Digest, Current 
History, Review of Reviews, and 
others. 

Besides general newspapers and 
magazines, the so-called trade press in 


the ethical, educational, political, and 
economic fields has given space to 
articles and is constantly carrying 
news items of the progress of the move- 
ment. Attacks on the movement only 
serve to advertise it more widely and 
bring out the truth of its success. 
There are also in America more than 
twenty-five significant special co- 
operative news publications, with 
close to a million circulation, whose 
columns are devoted primarily to the 
publicizing of the movement among 
members of codperatives. The prin- 
cipal publications in every field are 
regularly supplied with a weekly news 
service by The Codperative League. 


Pictorial publicity 

Less results have been secured thus 
far in attempts to feature consumers’ 
coöperation pictorially. The national 
news reels have not as yet awakened to 
any extent to the news interest of the 
movement. Showings of codperative 
films have been limited to single audi- 
ences here and there, as compared with 
any general showing. A limited num- 
ber of films of European, Swedish, and 
American coéperative scenes are being 
constantly circulated. ; 

Almost no use of billboards 1s made 
to feature the movement. Some 
posters are used. Included under 
pictorial publicity might well be refer- 
ence to the fact that hundreds of 
American tourists to Europe are now 
adding to their sightseeing trips the 
factories and stores of the codpera- 
tives. 


Printed matter 


It would be quite impossible to 
classify the literature of the coépera- 
tive movement in any accurate way as 
to its being of a publicity or an educa- 
tional nature. Very generally it is 
both. Codperative literature is usu- 
ally written to advocate a cause as well 
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as to present the facts about it. In 
the first sense it is publicity, ard in the 
latter sense it is educational. 

There is fortunately avaiable in 
English for American readers an ex- 
tensive bibliography of pamphlets and 
books written by European 2uthors. 
George Jacob Holyoake is tke great 
historian of the movement. Beatrice 

‘ebb was its early interpreter. 
George W. Russell has written its most 
idealistic presentation. Chares Gide 
is known as one of its greatest philoso- 
phers. Others describe the factual 
development of the movemen} in the 
verious countries. America must pay 
its compliments to the various Scandi- 
nevian countries, all of which publish 
English translations of various co- 
operative pamphlets and books fcr our 
ecnvenience in studying their cevelop- 
ment. 

In addition to a Jarge variety of 
pamphlets by American authozs, there 
were published in this country in 1936 
some ten or more new books on the 
ccnsumers’ codperative movement. 
Probably this is the most definite 
evidence of the fact that the time for 
the movement has finally come gen- 
erally in this country, after the long 
years of pioneering by a limite] group 
of devoted advocates. When authors 
of national reputation begin to write 
bcoks on a subject and less knowa au- 
thors begin to gain national zecogni- 
tion for their writings, it is a sire sign 
of public interest in that subject. 
Among the books published weze £ new 
third edition of Codperative Democ- 
racy, a general presentation of -he sub- 
ject, by Dr. James P. Warbass:, presi- 
dent of The Codperative League; 
Sweden: The Middle Way by Marquis 
W. Childs, which became a best seller 
and was selected by a comm ttee as 
one of the ten best non-fiction kooks 
of the year; a philosophica ter- 
pretation by Dr. Horace M. Kallen in 


The Decline and Rise of the Consumer; 
the ethics of the movement was dis- 
cussed by Toyohiko Kagawa in 
Brotherhood Economics; Bertram B. 
Fowler wrote a journalistic story of the 
American movement under the title 
Consumer Codperation in America; 
Dr. Frederic C. Howe contributed a 
book on Denmark—The Coéperative 
Way; another on Democracy in Den- 
mark was published under the author- 
ship of Josephine Goldmark and Alice 
G. Brandeis; and a novel, Co-op, was 
written by Upton Sinclair telling the 
story of a self-help venture. Already 
contracted for publication in 1937 are 
additional books on coöperation in 
Finland, where it has had its greatest 
development; another on the move- 
ment in England, where it started; and 
the first American special college text- 
book, which will be issued in time for 
fall use. 

In addition to this very complete 
bibliography of pamphlets and books, 
a number of discussion outlines have 
been prepared by various codpera- 
tive educational groups for study 
circles, which make use of the older 
and newer literature for reference 
purposes. 

As a result of the wide publicizing 
of the movement and the literature 
which is now available, it is unlikely 
that anv community does not have in 
it a number who now know of the 
movement and who either have al- 
ready begun or will eventually start to 
organize cadperatives, which is the 
practical purpose of codperative pub- 
licity. : 


COÖPERATIVE EDUCATION 


While coöperative .publicity seems 
to divide best for discussion into the 
four types considered, a discussion of 
coöperative education falls rather into 
four divisions according to the groups 
to be reached. These four groups are 
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the general public, members, youth, 
and employees. The methods of edu- 
cation which have proved most effec- 
tive will be discussed as related to each 


group. 
The general public 


Naturally the most fundamental 
means of educating the general public 
to the facts about the consumers’ co- 
operative movement are the public 
and private schools. It is assumed 
that such use of the term “schools” in 
cludes all levels—grade schools, high 
schools, and colleges. 

It should be emphatically stated at 
once that the coöperative movement 
does not desire or advocate that such 
schools be used for propaganda pur- 
poses; it only asks that the facts about 
the ninety-year development of the 
movement be taught. Thus far there 
has been only meager reference to the 
movement in economics, sociology, or 
history texts; mathematics and busi- 
ness problems are not given in which 
earnings would be distributed in pro- 
portion to sales as is done in the co- 
operative movement; few special 
courses in the principles and practices 
of the codperative movement have 
been given. 

Educators are now, however, becom- 
Ing active in laying the groundwork 
for the teaching of the facts about this 
world-wide movement which accords 
in every way with the American ideals 
-~ of liberty, equality, and democracy. 
The State of Wisconsin has passed a 
law providing for the teaching of the 
subject in the schools of the State. 
Educators in other states are interest- 
ing themselves actively in the prob- 
lem of the inclusion of the subject in 
the curriculums of their states either 
through a state law or by voluntary 
action on the part of those who decide 
upon the courses of study. There can 
be no question as to whether the facts 


about coöperation should be taught, 
nor is there any real uncertainty that, 
in democratic America, this will even- 
tually be done. Educators in every 
state, however, have the responsibility 
of seeing to it that prompt action is 
taken to avoid the possibilities of dic- 
tatorship while there is yet time. Im- 
mediate action is needed to make up 
for failure to cover the subject ade- 
quately during the past years. 

All textbook writers should follow 
the course of those who are now giving 
a more thorough treatment to co- 
operation in their new texts in various 
fields. One such textbook in the gen- 
eral business field, which it is predicted 
may reach a million in sales, includes 
in its new edition a thorough discus- 
sion of coöperation along with indi- 
vidual, partnership, and corporate 
ownership as the four types of business 
organization. Special texts and teach- 
ing units are developing for the dif- 
ferent grade levels. A sixteen-page 
teaching outline was published in the 
January 1937 issue of the Journal of 
the National Education Association, 
which has a circulation of more than 
200,000. 

Another method of educating the 
general public is through adult educa- 
tion programs. America is now in the 
midst of a wave of growing interest in 
adult education. This interest is 
tending largely toward the organiza- 
tion of forums. These are, however, 
perhaps more correctly classified as 
methods of publicity rather than of 
education, and have accordingly been 
included in the first section of this 
article undér the subtitle of platform 
publicity. Itis not believed by the co- 
operative movement that real educa- 
tion begins to any great extent until 
small groups are formed in study 
circles to follow up the presentation 
made in a general forum. Such small 
groups will be more thoroughly dis- 
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cussed under the section to fellow on 
member education. 

Likewise, America is now awakening 
to the great need for a far mor exten- 
sive workers’ education program. 
By workers’ education is mean: educa- 
tion in the social sciences ratEer than 
vocational education. Throuzh labor 
and farm organizations and encotrage- 
ment by the government, a constantly 
increasing number of classes are being 
organized. Consumers’ cod eration 
is taught in such classes and is nat- 
urally a commonly chosen subject by 
stch workers’ groups. 

Libraries are now issuing lis-s of co- 
operative books for their reade*s. The 
subject of action as consumes is the 
livest and most potent in pos:zibilities 
of any economic subject today. Every 
library abreast of the needs end cur- 
rent interests of the people vill pro- 
vide and feature the standard current 
books on consumers’ codperatcon. 

By instruction im public and private 
schools and colleges, by adult educa- 
tion forums and study cirdes, by 
“workers’ education classes, and by 
library bibliographies, the people of 
A-nerica are learning that corau mers’ 
ccéperatives are one of the inportant 
means to the building of an eeoromic 
democracy. 


Member education 


Some codperatives have only annual 
mzetings, others meet twice a ysar, and 
quarterly meetings are not tco often 
for the members of a coöperstive to 

set. When quarterly meetings are 
held, the business to be done s natu- 
rally less, and more time can ke spent 
or an education program as a pert of 
the meeting. It is not enouzh that 
there be a speaker; the vital -hing is 
that there be plenty of time allowed 
for discussion from the floor ani for 
the asking and answering of qu=stions. 

A series of weekly forums 3f from 


four to six weeks in Iength is proving 
to be a most excellent way of develop- 
ing in local codperatives a nucleus of 
people who are thoroughly grounded 
in codperative principles, who are fully 
familiar with the current facts that 
every member should know, and who, 
as a result, are active in participating 
in the work of committees and capable 
of becoming directors. 

The organization of study circles 
was mentioned previously. Dr. Oscar 
Olsson of Sweden is given credit for 
having suggested this method of edu- 
cation and developed it to a high de- 
gree. The thought behind the study- 
circle technique of education is that 
when a small number of ten or twelve 
people meet together there is a con- 
flict and agreement of minds which 
can lift everyone to a higher state of 
thinking. Leaders are chosen by the 
circles from within their own numbers. 
A central organization assists by sup- 
plying discussion outlines and refer- 
ence literature. In Sweden the circles 
likewise make group answers to ques- 
tions asked in connection with the out- 
lines, which are submitted as part of a 
group correspondence course. Where 
a number of study circles are meeting 
within reasonable distance, they often 
arrange to have a monthly get-together 
of all the members and leaders of the 
groups. When Dr. Olsson was in 
America recently, he was asked why 
he advocated study circles rather than 
general meetings. His answer was 
that a general meeting is like setting 
off a continuous alarm clock and letting 
itrun. It stirs people up but does not 
generally develop individual thinking 
to any great degree. As to the superi- 
ority of small groups over individual 
study, he declared that when one 
studies individually he is inclined to re- 
enforce his own previous prejudices. 
As Sweden led the way in the study- 
circle movement in Europe, and other 
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countries are now following, so Nova 
Scotia has led the way in America in 
demonstrating the success of this 
technique of codperative education, 
under the leadership of the Extension 
Department of St. Francis Xavier 
University of Antigonish. 

Harold Laski declares that the em- 
ployees of a codperative should be as 
aggressive in selling literature as in 
selling commodities. By no other 
means can the members of a codpera- 
tive become fully informed. The dis- 
tribution of literature is also one of the 
most effective ways of interesting new 
members. Both the sale and the loan 
of literature should be provided for by 
every co6perative association. 

A codéperative is a democratic or- 
ganization where every member has 
an equal controlling voice and vote. 
Only a loyal and informed membership 
can operate a democratic codperative 
organization with the greatest degree 
of success. It is for this reason that 
codperatives provide the funds and 
the facilities for the education of their 
members in the principles and prac- 
tices of the movement. 


Youth education 


It is natural that recreation and edu- 
cation should be combined in the or- 
ganization of a youth education pro- 
gram. Group games, dancing, and 
singing are not only a means of attract- 
ing youth but are also the expression 
of codperative activity. Special in- 
stitutes of a week in length have 
proved to be highly successful in at- 
tracting a large attendance and in pro- 
viding a sufficient length of time for 
the effective presentation and discus- 
sion of: the general facts about the 
movement, 

Usually led by those who have at- 
tended such institutes, there are then 
formed youth groups in local coépera- 
tive associations which affiliate in re- 


cional and national federations. These 
local groups meet monthly or oftener 
and serve effectively in developing 
their members in the knowledge of the 
movement, in experience In codpera- 
tive organization methods, and in pro- 
viding recreation of a codperative 
nature, 

Widespread interest and participa- 
tion have resulted where wholesale co- 
operatives have provided opportunities 
for essay and public speaking contests 
among the younger members of their 
affiliated retail codperative associa- 
tions. The prizes awarded are usually 
scholarships. The large attendance at 
the elimination and final contests 
proves the popularity of this method 
of youth education. 


Employee education 


The necessity for a thoroughly 
trained staff of employees is generally 
recognized by the codperative move- 
ment, and training methods of various 
kinds and degrees of intensity are pro- 
vided. 

The simplest form of employee edu- 
cation is taat of regular meetings one 
night a month or oftener. Where 
there are a sufficient number of em- 
ployees, sich meetings are held by 
each local codperative association; 
area councils within convenient dis- 
tances are also organized. 

Short two- or three-day institutes 
are being developed extensively by 
wholesales for the employees of their 
retail associations. These are usually 
held semiannually or annually, and 
provide an effective means for the 
presentatiorf* of current information 
relative to commodities and organiza- 
tion matters in general. In some cases 
such short-time institutes are arranged 
for week-ends at summer camps. In- 
struction is usually by the staff mem- 
bers of the wholesale, with an occa- 
sional outside speaker on some topic 
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of current importance to the co- 
operatiye movement, such as legisla- 
tion. 

But single-night meetings oz short- 
tīme institutes are not considered at 
ail sufficient for the proper training 
o? codperative employees. Training 
schools of from four to eigki weeks 
in length are organized where groups 
o? prospective and presert em- 
ployees can be given intensive <raining. 
V/here possible, such groups otea pro- 
vide their own food and housing on a 
coéperative basis at cost. Tae sub- 
jects covered include technical train- 
ing in accounting, merchanc:sing, 
stock keeping, and similar topics, as 
well as public speaking and -wr-ting, 
and the history and practice cf the 
movement. A beginning has been 
made in the conducting of such courses 
under the joint auspices of zoëpera- 
tive associations ang state «niversi- 
ties, whereby the codperative ard the 
university jointly supply the .nstruc- 
tion staff. In the case of one codper- 
ative wholesale group m <Arrerica, 
more than five hundred have received 
diplomas from their employee train- 
jng school. 

Thus far there are no suck schools 
in America which conduct regule> ses- 
sions each year, as there are in Hwrope. 
A Coéperative Institute is new being 
projected to open in the fall of 1937, 
which plans to conduct four-months 
courses. In Europe, regularly cogan- 
ized codperative colleges have been set 
up in different countries. A member 
of the staff of Teachers College of Co- 
lumbia University has stated in an ar- 
ticle, written after a suñħmer sp2nt in 
Europe, that the training givem stu- 
dents at the Swedish Coperative 
College was the best technical train- 
ing he had ever observed. In the 
Swedish college particular emphasis is 
laid on actual practice and cn zroup 
activity. 


Correspondence courses are a major 
part of employee traming in European 
countries, but have been little de- 
veloped as yet in the United States. 
They are a requisite in Sweden before 
anyone can be admitted to the resi- 
dent college. 

Those who look upon coöperation as 
a way of life as well as a way of con- 
ducting business are strong advocates 
of the folk-school type of training 
which originated in Denmark and has 
spread to other Scandinavian coun- 
tries. In such schools there is an em- 
phasis on the spiritual foundation of 
coöperation. Such schools are set up 
on a basis of group living and group 
activities. It is said that 80 per cent 
of the leaders of the codperative move- 
ment in Denmark are graduates of folk 
schools. There is a growing interest 
in such a type of training in America. 
The few folk schools in existence here 
are giving instruction In codperation 
in their courses. 


COÖPERATIVE RECREATION 


A discussion of this subject would 
not be complete without reference to 
the growing emphasis which is being 
placed on the development of codpera- 
tive recreation among the codperative 
associations in America. It is fully 
recognized by leaders of vision in the 
movement that the end-result and 
final purpose of the movement is to 
develop a new way of living of a cul- 
tural nature. Codperators are laying 
the groundwork for the increasing use 
of the leisure time which automatic 
power and the coéperative organiza- 
tion of distribution and production 
will make possible, in recreational ac- 
tivities of a co6perative rather than a 
competitive nature. Group singing, 
group dancing, group games and 
drama are being promoted. A Na- 
tional Codperative Recreation Insti- 
tute has been organized which con- 
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ducts ten-day training courses for 
coöperative recreation leaders each 
year. 


COÖPERATIVE EDUCATION BUDGETS 


Provision is made in coöperative 
laws for the setting aside of a portion 
of the earnings for educational pur- 
poses. Harold Laski says that the ef- 


fectiveness of an educational program 
is largely dependent upon the amount 
of money spent on it. There is a grow- 
ing tendency toward the increasing use 
for social purposes of the savings made 
by both wholesale and retail coöpera- 
tive associations, in providing addi- 
tional facilities for codperative learn- 
ing and living. 


E. R. Bowen is general secretary of the Codpera- 
tive League of the United States of America, New 
York City. He spent twenty-five years in the de- 
velopment of power farming machinery, during 
which time he became convinced that our present 
system of distribution is faulty. In 1982 he resigned 
his position and spent fifteen months in an intensive 
study of codperative economics, which strengthened 
his previous conclusion that the consumers’ codpera- 
tive movement is the means of extending the prin- 
ciples of democracy to the building of a just eco- 


nomic order. 


Consumers’ Cooperation and Political Action 


By Grorce W. Jacosson and Iver Linp 


ONSUMER coöperation, a nuta- 
tion of capitalism, has been com- 
pelled to cultivate relationsiips to- 
wards capitalism and institut:ons like 
the political state which wouH afford 
it a maximum opportunity to live and 
develop. It is this practical. ecnsid- 
eration which has conditioned. th his- 
torical relationship of consumer co- 
operation to political action. 

Broadly speaking, this relatioaship 
manifests itself in three ways, depend- 
ing upon the objectives envisioned for 
tke movement by the corstizuent 
membership and upon the pobtical 
environment in which it has grown. 
OF these manifestations, the first we 
wish to consider is cOnformit7 tò the 
political status quo; second, mi_itant 
partisan opposition to antagorist:c po- 
litical régimes; and lastly, aggressive 
use, on a nonpartisan basis, o a l the 
machinery of government to protect 
the rights and opportunities of con- 
gumers to organize codperatively and 
tc maintain the movement itself by its 
skeer economic value. 


CONFORMITY TO THE Status Quo 


Complete conformity on the part of 
ecéperatives to the political stctus quo 
is found where political and ezoromiec 
freedom is dead. The best examples 
of this situation are the modem dicta- 
torships, Nazi Germany, Fascst _taly, 
ard Communist Russia. , The move- 
ment has suffered not only abct con- 
formity in these totalitarian stetes, but 
also outright annihilation. Tais is an 
understandable situation. ‘Tle totali- 
tarian state, either of the rigit or of 
the left, holds that everything exists 
for the advancement of the state, and 
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anything that does not conform to this 
purpose, be it men or institutions, is 
ruthlessly compelled to fall in line or 
be destroyed. Economic and political 
freedom is the antithesis of the totali- 
tarian state; it 1s the very lifeblood of 
a codperative economy. Consumer 
coöperation is rooted in the economic 
laws of abundant production and ex- 
change of wealth and unrestricted free- 
dom of consumer choice. Therefore 
it is questionable if, while adhering to 
the Rochdale principles, it could revive 
and flourish in a dictatorial environ- 
ment. If codperation does revive, it 
will indicate that there is something 
inherent in modern mass production 
and distribution, even in a dictatorial 
state, which for the sake of its own 
efficiency must make operative the 
great economic principle of free choice 
of economic goods by people as con- 
sumers to satisfy their needs and de- 
sires. 

Based on the record to date, it seems 
that the opportunities of consumer co- 
operation to develop in the totalitarian 
state are meager. A limited develop- 
ment appears in Italy, cramped to per- 
form within the rigid pattern of the 
Fascist Corporate State. The Com- 
munist dictatorship of Russia created 
a vast consumers’ development in the 
towns, but this artificially created 
structure was recently as summarily 
changed by dictatorial deeree to state- 
controlled enterprise. In Germany 
the codperatives have been absorbed 
by the Reichsbund—a creation of the 
Nazi dictatorship. These examples 
indicate that the relationship of con- 
sumer coöperation to political action 
in a totalitarian state can only be 
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that of conformity or annihilation. 

The principle of political conformity 
is also manifest in coöperatives exist- 
ing in democratic states where the pur- 
pose of such coöperatives is to serve 
as adjuncts or feeders to some capi- 
talistic reform movement usually 
dominated by the producer point of 
view. Good examples are some of the 
purchasing coöperatives throughout 
the United States controlled by the 
members of farm organizations and 
marketing associations. These pur- 
chasing codperatives exist primarily to 
enhance the income of their patrons as 
producers, rather than to reduce the 
cost for these patrons as consumers. 
This point of view usually embraces 
the profit motive, and consequently 
sees eye to eye with the capitalistic 
status quo. 

Political conformity also prevails in 
strictly consumer codperatives stag- 
nant with apathy and arrested growth. 
It is the trend of conformity that 
comes from codperative senility or de- 
cay brought about by violation of the 
Rochdale principle of open member- 
ship. L. S. Herron of Nebraska refers 
to this condition as “dry rot.” A 


small group of original members by. 


one restriction or another keep new 
members out. They become increas- 
ingly interested in controlling and fre- 
quently exploiting the codperative for 
their personal or group benefit. 
Hence they are more interested in con- 
venient conformity than in aggressive 
growth. 


PARTISAN POLITICAL ACTION 


The second manifestation cited— 
that of conscious partisan political 
action—is present in the movement 
when its members hold other objec- 
tives to be more important than the 
attainment of a consumers’ economy. 


Consumer coöperation in these in-. 


stances is considered merely a means 


to ends other than its own develop- 
ment. The end sought is sometimes 
the advancement of a revolutionary 
political movement such as commu- 
nism or socialism, or an immediate po- 
litical victory for some reform party 
such as the Farmer-Labor Party in 
Minnesota. Then again, it may be 
advanced by ardent coöperators who 
look upon consumer coöperation as a 
means of avoiding impending dictator- 
ships of either the right or the left. 
Whatever the outside objective may 
be, these adherents consider it so im- 
portant as to overshadow the advance- 
ment of consumer coöperation as a 
movement. They are political action- 
ists first, and coöperators second. 
Probably the strongest argument in 
behalf of this active political use of the 
movement is the fact that in great eco- 
nomic crises consumer coöperatives 
have found it expedient either to form 
a political party of their own as they 
have in England—the Coöperative 
Party—or to work through an existing 
party directly or more often indirectly. 
Good instances of the latter method 
are the close and friendly relations 
existing between the codperative. 
movements and the Social Democratic 
parties in certain countries of conti- 
nental Europe. Another strong argu- 
ment in favor of militant participation 
is furnished by the fate of the coöpera- 
tive movement in totalitarian states. 
The important question is, What re- 
lationship to political activity will 
most effectively guarantee the exist- 
ence and induce the continued growth 
of consumer coöperation as a system 
within itself, ind, in a complementary 
sense, in what governmental climate 
will existence be most secure and 
growth most possible? The answer to 
the first pomt may be found in the 
overwhelming opinion of codperators 
throughout the world that partisan 
neutrality to political action is ‘the 
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most effective relationship. T=is is 
the official attitude of the work] co- 
overative movement as expressed by 
the International Codperative Ali- 
aace. The answer to the second voint, 
based on the record, is that demozratic 
government is the best polizical en- 
vironment for the movement. - 

Let us examine the reasons jor these 
widely accepted historical conclusions. 
Eut first, let us define terms in order 
to clear the air of misunderstanding. 
First, what is the political =tate? 
Then, what is meant by politicel ac- 
tion? Lastly, what do the words 
“partisan neutrality” signify? 


POLITICAL State Derrisec 


The political state is a soveremen in- 
szitution in the sense of possessing the 
power of life and death over itz con- 
stituents. This sovereignty zeffects a 
compromise betwedh the struzgling 
economic and social interests that 
compose the state, but it is -ways 
dominated by the strongest, th= best 
organized, and hence the most con- 
scious. A minority interest is alowed 
to exist by grace of its value = the 
«<ominant interest or by virtue of the 
fact that the masses become se con- 
scious of its value that they wil pro- 
tect it through political action and, in 
a crisis, through direct action. Faren- 
thetically, it may be noted that.a mi- 
nority economic movement lik= con- 
sumer cooperation appears tc have its 
freest development in a capitelistically 
dominated state during a period of 
economic expansion. 

The above description aD>pEes to 
political democracies. Thess c2moc- 
racies succeed in remaining demo- 
cratic, in the sense that minority inter- 
ests are allowed to exist and develop, 
only to the extent that the masses have 
taken possession of economic as well as 
political power, on a democretic basis. 
By economic power we mean control 


over natural resources, the means of 
converting these resources into com- 
modities, and free access to and choice 
of such commodities on a monetary ex- 
change basis. 

It follows that a democratic minor- 
ity interest such as consumer coöpera- 
tion can survive in the long run only 
by making itself a very strong con- 
sclous power or even a dominant power 
during a period of capitalistic expan- 
sion, becoming so indispensable to the 
masses that they will establish, m the 
basic or sovereign laws of the land, its 
right to live and grow, and will protect 
these lews against all attacks. 


POLITICAL Action DEFINED 


Next let us define political action. 
It is that action or process in a politi- 
cal state that delegates authority to a 
body of men to carry on the sovereign 
function of government. This sover- 
eign function is “to lay down, interpret 
and enforce rules of action in society, 
known as laws, to govern the relations 
of men one with another.”? In a 
democratic state, political action takes 
the form of popular elections through 
which are chosen the advocaies of a 
party to legislate and administer for a 
stated period. In a dictatorial state, 
political action is usurped by a minor- 
ity group through propaganda, terror, 
and force, annihilating organized op- 
position and making their group or 
party identical with the sovereign 
state. The masses relinquish their 
right of free political action to dicta- 
torial groups only in catastrophic 
crises, when driven by fear and con- 
fusion. Once in power, these dicta- 
torial minorities perpetuate their rule 
through force long beyond the crises 
which gave them the opportunity to 
seize power. If this analysis is true, 
it indieates a great need of democratic 


' 1 From the lectures of Joseph Gilbert, editor 
of The Midland Coéperator, Minneapolis, Minn. 
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movements like consumer coöperation 
to make themselves effective enough 
to help preserve free political action 
and thus insure that the sovereign 
state will exist for the welfare of the 
people, and not the people for the glory 
of the sovereign state. 


Partisan NEUTRALITY DEFINED 


With these conceptions of the politi- 
cal state and political action, how then 
do we define partisan neutrality and 
envision it as the most effective means 
of political action on the part of or- 
ganized consumers? The method of 
political partisan neutrality on the 
part of consumer coöperation means 
an aggressive nonpartisan use of all 
existing political machinery to protect 
organized consumer interest. This 
also means that the movement does 
not actively and directly identify itself 
with any one political party. Instead, 
the movement uses its mass power to 
obtain specific legislation through any 
party that may be in power. It does 
this on the theory that all people are 
consumers and that they should feel 
free to use and help to build coöpera- 
tives without fear that these will be 
used against their interests as pro- 
ducers or citizens. On the other hand, 
these same people, regardless of their 
status as citizens or producers, will 
willingly bring pressure to bear on any 
administration to gain legislation that 
involves only the protection of their 
organized economic interest as con- 
sumers, even to the extent of voting 
against candidates in their own politi- 
cal party who have favored législation 
detrimental to the codperative move- 
ment. 

By using this technique, codperators 
do not involve themselves legislatively 
or politically m issues having to do 
with people as producers, members of 
a community, or followers of a religious 
faith. By avoiding these complica- 


tions it is made possible for them to 
unite their common interests as con- 
sumers and to prevent division of their 
forces on account of other than con- 
sumers’ interests upon which they nat- 
urally are not agreed. By this atti- 
tude of political neutrality to other 
than consumer issues, the movement 
hopes to keep its forces intact as a busi- 
ness or eccnomic organization until it 
grows to be the prevailing system by 
the sheer virtue of its economic and 
social value. This method puts the 
movement in a race with time. It 
must grow strong before opposing 
forces can do it violence. 


EFFECTIVENESS oF POLITICAL 
NEUTRALITY 


On first thought, this method of 
political action, universally employed 
by the movement, may appear weak 
and purely defensive. On closer ex- 
amination, however, it will be found 
to be the opposite. Considering first 
the nature of the consumer coöpera- 
tive moverment—economic, voluntary, 
democratic; second, its inclusive com- 
position—consumers of every political, 
religious, and producer affiliation; and, 
third, its political environment—capi- 
talistic democracies shot through with 
the producer and investor point of 
view; this method will be found to be 
both aggressive and offensive. The 
movement's hope of full development 
rests not in political aid from without, 
but In its own economic strength which 
may be gained only by attracting to 
itself people and wealth through doing 
a better jcb of distributing and pro- 
ducing the g@ods of life than private 
or state enterprise. If it is true that 
political action is merely the reflection 
of a conscious organized economic in- 
terest, it is reasonable to believe that 
the adherents of consumer coöperation 
will take more aggressive political 
action, even if on a nonpartisan basis, 
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than will any people who maz wish to 
protect an important but uncrganized 
economic interest without resurces or 
machinery behind them. “hus by 
biding its time, and in the meantime 
kuilding itself into a strong economic 
movement, consumer codperetion can 
kecome even more effective politically 
than an organized party, for the pur- 
pose of protecting the codperative in- 
terest and of preserving denccratic 
and economic rights in general. 
Dr. Horace M. Kallen declzres: 


Indeed its self-defense is its best attack. 
‘ Unlike business enterprises, con:umer co- 
cperation does not need to assaul. competi- 
tion in order to live and grow. It works 
by a different method and grews. by a 
cifferent principle. Its method is team- 
work of individuals, who pool tkeir re- 
sources and by joint effort satisfy their 
individual needs as they occur here and 
row. ... Its principle is that of evolu- 
tionary growth and progressive learning. 
. . . Hence the more the codperaive move- 
rent minds its own business thessurer it is 
to become the business of every! ody 


Thus we find the consumer-codpera- 
tive movement to be stronges in coun- 
«tries where it has “minded” its own 
business and at the same tme pro- 
tected itself through obtaining neces- 
sary legislation on a nonpartizar. basis. 
By virtue of economic streng h gamed 
through performance, toleranc2, and 
education, it becomes secure and m- 
fluential. An excellent exemole of 
this is found in Sweden. The Swedish 
movement has given no activ= support 
to any one political party, kut it has 
earned the respect of all pasties and 
the support of most df them. The 
Swedish movement, according to Albin 
Johansson, its able leader, has s2cured 
this place on the basis of “securing 
acceptance on any issue of cosperative 
policy as it would follow front ccépera- 


* Horace Kallen, Decline and Riseof ihe Con- 
sumer, pp. 413-414. 


tive principles; but to acquiesce in 
whatever decision has finally been 
reached.” 3 In Finland coöperation 
has reached the place of controlling 40 
per cent of the retail trade, without 
bias to any one political party. Even 
the English movement, with its Co- 
operative Party, has gained its legis- 
lation through influence within all 
parties, especially those in power, and 
not through the Codperative Party. 


LeGAL RECOGNITION 


Here in the United States, consumer 
coöperation has gained most recogni- 
tion in law where it is economically 
strong, as for example in the states of 
Minnesota and Wisconsin. In these 
states no political party in power 
would attempt to pass legislation in- 
jurious to the free growth of consumer 
coöperation, because such action would 
spell certain defeat at the next elec- 
tion. The coöperatives are influential 
in state government not only because 
of their number but also, and perhaps 
more significantly, because of the ag- 
gressive educational policies pursued 
by coöperative wholesale organiza- 
tions in these states in making their 
members conscious of the economic 
value of coöperation. 

In Minnesota, leaders in all parties, 
even the Republican, advocate the fur- 
therance of coöperation, and both 
major parties, Republican and Farmer- 
Labor, have passed beneficial legisla- 
tion when in power. The enabling 
laws legalizing consumer coöperation 
in Minnesota were enacted under a 
Republican administration. There 
has been a tendency in Minnesota in 
recent years, however, for conscious 
codperators to support the party which 
has been most outspoken in its ad- 
vocacy of consumer coöperation and 
social reform, namely the Farmer- 
Labor Party. Recent indications are 

Ibid., p. 411. 
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that this attitude may involve the co- 
operative movement in partisan con- 
flict, and time alone will prove whether 
or not this will be detrimental to co- 
operation. 

The history of the progress of the co- 
operative movement wherever the pol- 
icy of neutrality has obtained indi- 
cates the wisdom and effectiveness of 
this method. This may be illustrated 
by reference to the relationship exist- 
ing between government and the co- 
operative movement in the four prin- 
cipal areas of contact, viz: (1) legal 
recognition of coöperation as a dis- 
tinct economic activity, (2) taxation, 
(8) regulation, and (4) government 
aids and services such as research, in- 
formation, education, and loans. 

The winning of legal recognition has 
always been the first task of codpera- 
tives everywhere. The early codpera- 
tives were established without benefit 
of codperative statutes. They won 
distinct legal status after many years 
of struggle, and they won legal per- 
mission to extend their nature and 
operations by an aggressive nonparti- 
san pressure through existing political 
agencies. Even today, in every legis- 
lative session in states such as Minne- 
sota and Wisconsin there is a grist of 
cadperative bills representing the de- 
sires of codperatives to extend the legal 
limitations within which they operate. 
The codperative law in the United 
States is still in its formative stage. 
It is significant that there is no Fed- 
eral statute regarding coöperation or 
codperatives. 


TAXATION, REGULATION, AND 
GOVERNMENT ÅD 


In the field of taxation the coépera- 
tives have needed to make use of 
every available means to defend them- 
selves from attack. This conflict has 
centered largely around the net in- 
come tax, and in England the gravity 


of the danger forced many codperators 
to the conclusion that they must es- 
tablish their own party to protect their 
interests; but it is undoubtedly true 
that their use of other means has been 
Just as effective protection as the ex- 
istence of the Codperative Party. 

The same may be said of the con- 
flict within the field of regulation. Co- 
operatives in danger of annihilation by 
regulation have used all political 
means at their command, but have 
generally fcund it detrimental to make 
their protection a partisan issue. 

In recent years codperatives have 
been securing more and more of the 
same aids and services from govern- 
ment as other business has obtained. 
They have sought facilities for re- 
search, information, and education. 
They have insisted that schools, for 
example, should include study material 
about the codperetive movement, and 
that government business services 
should aid them as much as they aid 
other types of business activity. Co- 
operatives have also secured financial 
help in the form of loans, on the same 
basis as other business, and not be- 
cause of any partisan favor. Thus ite 
may be seen that under the conditions 
made possible by a democratic gov- 
ernment, the codperatives have ad- 
vanced gradually because of the eco- 
nomic strength they have been able to 
exert through nonpartisan political 
means. 


GENERAL OBSERVATION 


This discussion of partisan neutral- 
ity as a method of political action by 
codperators Would be incomplete with- 
out several other general observations 
in regard to it. Although codperators 
deem it morally and economically de- 
sirable to observe political tolerance, 
on the other hand they recognize the 
necessity o? educating the members re- 
garding the nature and function of po- 
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Iitical action and the political state, 
so that these members as individuals 
may exercise their franchise as citizens 
with the greatest degree of intelligence 
to protect their individual welfare and 
tne welfare of the codperative move- 
ment. Its education and propaganda 
incessantly stimulate the members to 
consciousness of the value of freedom 
and of democratic institutions of all 
varieties, such as free public schools, 
equitable tax systems, a free press, and 
the right of collective bargaining. -The 
great majority of codperators recog- 


nize the need of social reform to legal- 
ize economic security as well as to 
mainta_n freedom for all forms of dem- 
ocratic social action. 

Outs:de of a few leaders, codperators 
general y advocate the necessity of or- 
ganizinz as producers and citizens as 
well as consumers, but they maintain 
the fundamental premise that only as 
men are able to organize consump- 
tion codperatively will economic de- 
mocracy become a reality and a com- 
monwealth of codperators be estab- 
lished. 


George W. Jacobson is a member of the staff of the 
Midland Coéperative Wholesale, Minneapolis, and a 
member of the board of directors o` the Codperative 
League of the U.S.A. He has actively participated 
in the cobperatiwe movement for many years. 

Iver Lind is cssociate editor of The Midland Co- 
operator, educažional organ of the Midland Coöp- 
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Consumers’ Codperation in the United States 


By Furorence E. PARKER 


ISTORIANS appear to be in 
agreement that the first known 
instance of purely consumers’ codper- 
ation in the United States was the buy- 
ing club started by one John Kaul- 
back, a tailor living in Boston. In 
1844 he induced the members of his 
labor union to undertake joint buying 
of their household supplies and dis- 
tribute them at the weekly meetings 
oftheunion. ‘The first purchases were 
a box of soap and half a box of tea. 
From this small beginning the business 
grew until in 1845 a store was opened. 
By 1847 twelve “divisions” had been 
formed and these united in that year 
to form the Workingmen’s Protective 
Union (later changed to New England 
Protective Union). 

This organization did not operate on 
Rochdale principles, except that goods 
were sold for cash. Dividends were 
paid, not in proportion to purchases, 
but on capital stock, and goods were 
sold at or as near cost as possible. 

The Union had a rapid growth and 
at its peak (1852) comprised 403 divi- 
sions, with aggregate sales of some $1,- 
700,000. Though the main strength 
was in the New England States, it had 
divisions also in New York, Ohio, Illi- 
nois, and even Canada. One store was 
started in Oregon. 

While the organization was at the 
height of its success, dissensions led to 
a division in the membership in 1853. 
One faction, including the founder, 
withdrew and formed the American 
Protective Union. This organization 
also was measurably successful and in- 
fluential, though not over so wide a ter- 
ritory as the parent body, and the an- 
nual business of its stores reached an 


1 


aggregate of about $2,000,000. It had 
local divisions in New England and 
New York. 

Both organizations began to decline 
by 1858 and both went out of existence 
under the stress of conditions at the 
outbreak of the Civil War. Some of 
the individual stores of each organiza- 
tion continued in operation, however, 
and some of them lived for many years. 


DEVELOPMENT Arrer Crvr War 


After the Civil War the next at- 
tempt at consumers’ codperation of 
which there is record was that of 
the Patrons of Husbandry, which ac- 
cepted only farmers into membership. 
Founded in Washington, D. C., in 
1866, this order spread throughout 
New England, through the Middle 
Eastern States, and into the Missis- 
sippi Valley. Where the order took 
root there also were generally found 
the stores of its Granges, usually deal- 
ing in farm supplies. One student éf 
coöperation, writing in 1888, stated 
that nearly every county in Ohio and 
about hal the counties in Illinois had 
a Grange store. 

The exclusion of all except farmers 
from the Patrons of Husbandry led to 
the formetion, in 1874, of the Sover- 
eigns of Industry, intended primarily 
for the wage worker. As far as is 
known, this was the first American co- 
operative of any size which operated 
on the Rochdale principle of return 
of savings in proportion to patronage. 

This organization had a speedy but 
unstable growth. By 1875 it had 310 
councils and about 40,000 members. 
It went to pieces in 1879 after the de- 
pression of 1874-1878, but some of its 
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stores survived for many years. An 
early historian states that many even 
o? those stores which suspended oper- 
ations, were not financial failures: 
“The very prosperity of many of the 
stores led to the purchase of the stock 
by a few and a gradual transition into 
the ordinary private company.” 

The Knights of Labor was responsi- 
bie for another wave of interest in co- 
operation during the early 1880’s. 
That organization, however, wes in- 
terested in the formation of workers’ 
productive rather than consumers’ en- 
terprises. 

During the 1880's, also. local asso- 
ciations were formed in New #nzland 
by immigrant mill operatives from 
England and other European zoun- 
tries. Very often the natiorality of 
the founding group was incorporated 
into the name of the association, 
which advertised itself, thus, as Ger- 
man, Swedish, French, or Belgian. 

The Middle West felt the effects of 
these successive early movements, one 
after another. Each came, opened its 
stores, had its brief success faded, 
and passed out, leaving only kere and 
tkere a lone survivor. During this 
early period, however, one branch of 
ccéperative activity was entered which 
has continued ever since. This was 
the farmers’ township mutual fire in- 
strance companies, still found very 
generally throughout the upper and 
middle Mississippi Valley States. 

The influence of these early move- 
ments was felt as far as Texas but 
declined in strength with distance. 
California showed a few early exam- 
ples of coöperation, but Mainly in the 
form of workers’ productives. which 
entered a great variety o? ines. 
Among the central and southern farm- 
ers the Farmers’ Alliance propagated 
cobperative buying, mainly on the 
basis of trade discounts from pr vate 
dealers. 


By 1896, however; only 70 local as- 
sociations were still in business, 22 of 
which were in New England. Al- 
though Lhere was a slow growth of co- 
operative stores in various sections 
during the next few years, most of this 
was the result of spontaneous develop- 
ment bz local groups, rather than of 
promotion by a central organization. 


Tue Prewar MOVEMENT 


Short_y after 1900, members of the 
newer inmigrant groups undertook co- 
operative activities. Among these 
were the Lithuanians and the Finns, 
whose fevorite forms of enterprise were 
stores and codperative bakeries. The 
Finns, indeed, have never lost their in- 
terest ir the codperative way of life, 
and th2ir codperative associations 
form on2 of the strongest elements in 
the cofperative movement im this 
country today. 

The movement in the early 1900’s 
was far fram the heights it had at- 
tained at various periods since 1845. 
A study made in 1906 disclosed 343 lo- 
cal associations, of which California 
had 68, Kansas 34, Wisconsin 30, and 
Massackusetts 26. The others were 
mainly in lowa, Michigan, Minnesota, 
New Ycrk, Ohio, Pennsylvania, and 
Texas. 

Mostly these were isolated, inde- 
pendent societies. Various agencies 
including the Right Relationship 
League of Chicago, were urging unifi- 
cation, and state-wide unions actually 
were formed in California, Kansas, and 
Washington. California, with its 68 
societies and a wholesale company, ap- 
peared to have the strongest and most 
successfLl movement. Loose business 
methods. keen competition, and the 
panic of 1907 all contributed to the dif- 
ficulties of the movement, and by 1910 
both the stores and their wholesale 
were in meed of strong remedial meas- 
ures. In 1913 the highly centralized 
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Pacific Codperative League was formed 
in the attempt to save the situation. 


Expansion Pertop, 1914 ro 1921 


The years immediately preceding 
the outbreak of the World War were 
those of increasing unemployment. 
As industry began the manufacture of 
war supplies, employment improved, 
but prices rose rapidly. Wages also 
began to rise, after an interval, but 
unevenly and Jess rapidly than prices. 
With these factors predisposing the 
minds of working people to any meas- 
ure which seemed to offer a remedy, 
interest in consumers’ codperation 
awoke. 

The labor movement grew inter- 
ested. The American Federation of 
Labor in its 1917 convention indorsed 
consumers’ coöperation as a “twin 
remedy” with trade-unionism. <A 
committee on coöperation was ap- 
pointed, a lecturer and a field man were 
engaged, and $50,000 was appropriated 
“for advancing the cause of codpera- 
tion throughout the United States.” 

The miners’ unions took up the co- 
operative idea with enthusiasm, espe- 
cially in Illinois and Pennsylvania. 
Stores were started throughout the 
mining regions not only of these states 
but also of Ohio and Indiana. Miners’ 
stores had existed in Illmois since 1901, 
but the years following 1913 saw a re- 
vival of this interest on a much wider 
scale. 

Railway workers started stores in 
various railroad centers. The Broth- 
erhood of Locomotive Engineers, 
through its president Warren Stone, 
assumed a leading rôle in fostering the 
idea of joint farmer-labor codperatives 
through which there would be direct 
producer-consumer relationships. To 
this end, several farmer-labor confer- 
ences were called at which were pres- 
ent representatives of labor organiza- 
tions, farmers’ organizations, and con- 


sumers’ ccéperative associations. The 
All-Amerizan Codperative Commis- 
sion was formed to carry on the work 
between conferences. 

The Brotherhood of Maintenance of 
Way Employees, with its thousands of 
low-paid members, undertook to pro- 
duce in ccOperative factories the work 
clothing used by itsmembers. A huge 
program was outlined and several mil- 
lion dollars of the Brotherhood funds 
went into this scheme, which was later 
discontinued with heavy losses. 

Local societies were formed with in- 
creasing frequency in many places, 
notably ir. New England and the Mid- 
dle West. Throughout the whole 
northern half of the United States 
there was hardly a state which did not 
have one or more codperatives. A 
considerable movement grew up on the 
Pacific Coast, especially around San 
Francisco and Seattle. 

During the first few years these so- 
cieties generally went along independ- 
ently of 2ach other, having no con- 
tacts, learning by their own mistakes, 
and sometimes learning too late. 
There was little or no codrdinated ef- 
fort and almost no informed membey- 
ship. Much idealism, high enthusi- 
asm, unfuulfillable promises, and no 
little commercial promotion were the 
character:stics of this period. 


Cooperative League formed 


A very real need for education in the 
understar.ding of codperative philoso- 
phy and in proper procedures was evi- 
dent. To meet this need the Codpera- 
tive League of the United States was 
formed in Brooklyn in 1916, with Dr. 
James P. Warbasse as its president. 
Headquarters were established in New 
York City. During the next few years 
much correspondence was carried on 
by the League, wide contacts were es- 
tablished, societies were visited wher- 
ever possible, and always the princi- 
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pkes of true coöperation were empha- 
sized. 

The need for organized activit y, for 
wholesaling facilities, and for exchange 
of experience was soon recognized by 
same of the leaders. Wholesales were 
organized here and there. In San 
Francisco, the Pacific Codperative 
League had already been in existence 
for several years. In 1917 the Co- 
operative Wholesale Society of America 
(St. Paul, Minnesota) and the Co3per- 
ative Central Exchange (Sup:rior, 
Wisconsin) were organized to azt as 
buying agencies—the first for farmers’ 
societies in Minnesota and Nortk Da- 
kcta, and the second for the Finnish 
sorieties of northern Minnesota and 
Wisconsin. The next year a group of 
stores inand around Pittsburgh started 
the Tri-State Codperative Associa- 
tion; and the Central States Cod era- 
tive Wholesale, an oytgrowth of cen- 
tral activities inaugurated as early as 
1915 by the miners’ societies in. Illi- 
nois, began business. 

In 1918 the Codperative oe 
called its first congress. The meeting 
wes held in Springfield, Illinois, for 
Illinois was at that time the scene of 
one of the most lively and widespread 
codperative developments. The co- 
operative wholesales and, it was 
claimed, five hundred store societies 
were represented. This meeting pro- 
vided a new and much needed medium 
for the exchange of ideas, and it took 
two important steps: (1) It recom- 
mended the formation of a national 
union of societies or the transforma- 
tion of the Codperative League into 
such a union, and (2) iteauthorized 
the establishment of a national whole- 
sale organization and provided for a 
temporary board of directors repre- 
senting the various sections of the 
country where wholesale societies were 
already in existence. The wholesale 
was to be patterned after the English 


Codperetive Wholesale Society (i. e., 
on the Rochdale basis), and was em- 
powerec. to open branch warehouses 
“wherever necessary.” The tempo- 
rary boérd of directors was directed to 
“enter :nto immediate negotiations” 
with the wholesales already in opera- 
tion, “ix order to merge them into the 
nationalwholesaleasbranchesthereof.” 
The year 1919 witnessed the forma- 
tion of taree new wholesales—the New 
Englanc Coéperative Wholesale (Bos- 
ton), the Associated Grange Ware- 
house Company (Seattle), and the 
National Codperative Wholesale (Chi- 
cago). In that year also was launched 
the Cod Derative Society of America, a 
commor-law trust of which the leading 
spirit was Harrison Parker. This 
pseudo-coéperative organization dur- 
ing the next few years succeeded in 
lurmg more than ten million dollars 
from the pockets of the working peo- 
ple m tke vicinity of Chicago, organ- 
ized some two hundred stores over a 
wide area, entered many different lines 
of busiress, and wove an intricate 
financial web which even the account- 
ants were unable to untangle and 
which Parker admitted that he himself 
could nct understand. It went into 
bankruptey in October 1921. 


Nationat Codperative Association 


The National Coéperative Associa- 
tion was incorporated in April 1919 to 
serve as a nation-wide wholesale. It 
did not begin business until Septem- 
ber, but before the end of the vear it 
had established headquarters in Chi- 
cago and branch warehouses in Seattle 
and Hoboken. Departing from the 
instructions given at the League’s 
Springfield congress, the leaders 
worked cut a plan for a chain of retail 
stores to be operated by the wholesale. 
Division on this point developed al- 
most immediately among the tempo- 
rary directors. 
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When the 1920 congress of the Co- 
operative League met, at Cincinnati, a 
sharp cleavage of opinion was evident. 
Indeed, the meeting soon resolved 
itself into a trial of the National and 
its officers, and finally, upon vote of 
the convention, the delegates from the 
National were unseated. 

Another organization came under 
fire at the meeting. This was the 
Pacific Codperative League, charged 
with autocracy, questionable business 
methods, and being a “top-down” or- 
ganization, forming new associations 
to bolster its failing fortunes. And 
the “American plan,” followed by the 
miners’ codperative associations in 
Illinois, was called in question because 
of its high degree of centralization. 
Under the American plan all buying 
and bookkeeping were done by the 
wholesale, and the local managers were 
chosen by it. It was claimed for the 
plan that it was “fool proof and thief 
proof”; that under the peculiar condi- 
tions existing in America, the Rochdale 
methods would not work and some 
new plan was necessary in order to de- 
velop the movement “rapidly and 
safely.” 

This congress organized the Coöp- 
erative League as the permanent na- 
tional body of the movement, and 
authorized the formation of state 
leagues with local autonomy and for 
district federations within the state. 

The National Co6dperative Whole- 
sale and some of the regional whole- 
sales were already in difficulties at the 
time of the 1920 congress of the 
League. Though the National’s of- 
cers made desperate efforts to evade 
the threatening disaster, the Seattle 
branch had to close in August 1920. 
Its Hoboken branch went into re- 
ceivership in December 1920, and the 
Chicago office in January 1921. The 
Codperative Wholesale Society of 
America (St. Paul) and the Tri-State 


Coéperative Association (Pittsburgh) 
failed about the same time as the 
National. The Pacific Codperative 
League, which had become involved 
with the fortunes of the National in 
Seattle, managed to stave off the in- 
evitable until March 1922, when it too 
went into bankruptcy. 


Crisis AND PARTIAL RECOVERY, 
1922 tro 1929 


With the depression of 1921-1923 
all the inherent weaknesses of the 
mushroom growth of coöperation were 
exposed. The associations soon felt 
the effects of the falling price level, for 
many of them had been stocked when 
prices were at their highest. As the 
price level fell, the equity of the mem- 
bers was seriously reduced or wiped 
out altogether. Managers and direc- 
tors were for the most part mexperi- 
enced in business matters and were un- 
able to cope with the situation that 
confrontedthem. Unemployment was 
increasing, with resultant effect upon 
the purchasing power of the members. 

Many of these societies had been 
predestined to failure. With insuffi- 
cient capital, no business experience, 
unduly great expectations, and little 
knowledge of codperative principles, it 
was no wonder that a large proportion 
of the new societies failed. 

But not all of the new growth had 
been rootless. Despite the heavy 
mortality, many associations re- 
mained. A survey by the United 
States Bureau of Labor Statistics in 
1925 showed more than 1,700 local so- 
cieties (outside the farmers’ move- 
ment) stillfn existence, and there were 
doubtless many others which had not 
been disclosed by the survey. Mem- 
bers of codperative associations re- 
ceived in savings returns that year 
more than three-quarters of a million 
dollars. 

With the National fiasco, codpera~ 
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tive wholesaling had received a slow 
from which it took years to recover. 
Several of the regional wholesa es— 
notably those which had rensined 
strictly aloof from the ambitiaus pro- 
gram of the National—survived, but 
suctered considerable losses in voume 
of business, partly because of falling 
prices and general economic corditions 
and partly because of the fadure of 
some of their member assocat ons. 
Among these survivors were the Co- 
operative Central Exchange and the 
Associated Grange Warehouse Gom- 
pacrly. 

The Central States Wholesale, which 
had gone into receivership in July 
1922, adopted a plan for reorganiza- 
tion on a Rochdale basis. Ths reor- 
ganization was completed in 1923, and 
the American Rochdale Plan, for 
which so much had been hop2d and 
claimed, became history. Thə Cen- 
tral States organization was leit as a 
federation of 25 independent Rcchdale 
societies, but it steadily lost grcund in 
the next few years and its affaics were 
finally wound up in 1926. 

‘The early 1920’s saw the beginaing 
and rapid growth of the codp=rative 
oil associations and a renewed enc in- 
creasingly rapid expansion ef the 
credit unions. The onset of the de- 
pression, however, had marked a defi- 
nite turning point in the formazioa of 
new store societies. Efforts were de- 
voted to holding as much as possible 
of the ground already gained The 
importance of building reserves egainst 
unexpected losses and unforeseen ciffi- 
culties was more and more realized. 
Greater attention was given to proper 
accounting methods and to the sub- 
mission of the books to periodic ardit. 
The wholesales in Seattle and St perior 
began to furnish auditing serv ce for 
the:r members. In order to carry on 
moze intensive educational work in 
both codperative methods and so 1nd 


business procedure, several regional 
leagues, £ffiliated with the Codperative 
League, were formed—in the Northern 
States in 1922, in the Eastern States in 
1925, anc in the Central States in 1927. 
Slow znd cautious steps toward a 
revival əf wholesaling were being 
made, during this period, in New York, 
Massachusetts, and Illinois, with joint 
buying o? certain staple goods. 
Although by 1929 the movement as 
a whole kad pretty well recovered from 
the losses sustained in 1922-1923, con- 
ditions varied in different sections of 
the counzry. Societies in the textile, 
mining, cnd railroad centers were en- 
counterirg difficulties because of in- 
creasing unemployment, cessation of 
work at tae mines, and strikes. These 
conditions were being increasingly felt 
in Ilmos, Ohio, and Pennsylvania. 
However these difficulties affected 
only parts of the movement, and else- 
where sccieties were thriving. The 
societies in the North Central States 
were growing, aided by a strong whole- 
sale. On the Pacific Coast individual 
societies were prospering, but there 
was no organized movement. Re- 
ports from the local associations 
showed _ncreased membership and 
sales. Tae group of 285 societies 
which reported to the Bureau of Labor 
Statistics had, during the four-year 
period 1926-1929, been able to effect 
savings returns of over $4,000,000, 
nearly 145 millions of which were re- 
turned or the 1929 business. 
Codéperative housing, which dated 
from about 1916 and had had a very 
limited development, received new im- 
petus when the Amalgamated Cloth- 
ing Workers entered this field in 1927. 
A survey made in New York City early 
in 1924 dsclosed that at that time the 
Finnish groups owned codperatively 
ten apartment buildings housing, alto- 
gether, 45) families. During the years 
1927-1931 the Amalgamated Clothing 
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Workers constructed successive groups 
of cooperative apartment buildings ac- 
commodating in all 857 families. In 
1929, also, Consumers’ Codperative 
Services built a codperative apartment 
building with 66 dwelling units. 


Depression Pertiop, 1930 ro 1934 


Among the first difficulties to beset 
the organized consumers’ codperative 
movement after the onset of the de- 
pression was the dissension caused by 
the activities of the Communists in the 
ranks. Determined to capture the co- 
operative movement for Communism, 
they had made recurrent efforts in that 
direction since as early as 1921. The 
question became acute in 1926 but 
seemed to be settled by a vote by the 
societies to exclude all extraneous con- 
troversial subjects. Another Com- 
munist effort was made at the 1930 
congress of the Codperative League, 
but was defeated, whereupon the Com- 
munist faction withdrew not only from 
the congress but from the organized 
consumers’ codperative movement. 
This schism was repeated on a smaller 
scale in a number of local associations, 
especially in the Northern States terri- 
tory. A few societies went over to the 
Communist fold, but in the majority 
of cases the result confirmed the socie- 
ties in their attitude of political neu- 
trality. 

The very existence of the codpera- 
tive movement was threatened by the 
industrial codes adopted under the Na- 
tional Industrial Recovery Act. To 
have been required to conform to the 
code provisions prohibiting trade re- 
bates would have destroyed the distin- 
guishing characteristic of the move- 
ment. The codperatives were saved 
by three orders—two issued by the 
President and one by the National Re- 
covery Administration—which assured 
to codperative societies the privilege of 
returning savings rebates, of dealing 


with wholesale societies on the same 
basis, and of collecting brokerage com- 
missions where due. 

The economic effects of the depres- 
sion did not show immediately, but as 
the depression continued, codperative 
societies began to feel increasingly the 
effects of wage cuts, part-time employ- 
ment, unemployment, and losses from 
bank failures. Nevertheless the mor- 
tality among the societies was not so 
great as had been the ¢ase in 1921- 
1922, probably because the societies 
were older and had had time to im- 
prove their business methods and 
build up reserves. Some societies, in- 
deed, not only were able to make ends 
meet but continued to make savings 
returns to the members throughout 
the whole depression period. In 
others which could have done so, the 
members voted to leave the funds in 
the association to insure financial 
stability. 

Although sales fell sharply during 
the depression, they began to show in- 
creases in 1934 and this continued gen- 
erally in 1935. Identical societies 
reporting to the Bureau of Labor Sta- 
tistics showed increased sales in 1934 
of 24.3 per cent over 1933, and in 1935 
of 20.3 per cent over 1934. Exact data 
are not yet available for 1936, but re- 
ports received thus far indicate even 
greater gains in that year. 

The sales of the wholesale associa- 
tions have followed the same general 
trend as the local associations, but 
with a faster rate of increase. 

The rising fortunes of the movement 
have been reflected in the expansion of 
services, in fncreased reserves, and in 
acquisition of new plant and equip- 
ment. A considerable number of as- 
sociations have within the past year 
or two moved into new buildings 
owned by themselves. Other occur- 
rences of interest since the beginning 
of the depression include the establish- 
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ment in 1933 (by six regional whole- 
sales) of National Codperati, es, Ince., 
a joint buying organization, zs £ first 


step toward a national wholesale or- 


ganization; and the formation of three 
new regional wholesales—one in Texas, 
one in Washington State, and one in 
Tiinois. 

Comparatively recent develepments 
include the formation of: (1) central 
associations formed by neighboring 
lozal associations for the purchase of 
gasoline and oil in bulk or œ Eeavy 
gcods not practicable for handlirg by 
the locals; (2) regional federations for 
production or for supply of services of 
verious kinds; (3) county or district 
educational federations accepting into 
m=2mbership all types of codzerative 
associations, both consumers’ snd pro- 
ducers’; and (4) women’s guilds and 
ycuth leagues, furnishing serv:ces and 
activities designed to draw women and 
ycung people into the movement. 

During the years prior to the de- 
pression the Codperative League had 
been making a slow, unspectazular 
progress. Though its memkers in- 
cluded only a small proportiom o? the 
total number of societies, they werz the 
soindest and most successf.! ones. 
At the end of 1927 its membexhip in- 
cluded 155 societies, with 77,825 mem- 
bers and a combined business of $13,- 
765,400. Since 1930 the League has 
advanced at a greatly accelerated rate. 
By 1935 it comprised 1,500 local asso- 
cletions (affiliated mainly through the 
regional federations) , with a comkined 
membership of over 750,000 enc an- 
nual sales estimated at $50,008,000. 

“ 


Farmers’ CoOPERATIVES 


Collective purchase of farm supplies 
and to some extent of goods for house- 
hold use is an old story in agrizulcure. 
Indeed, R. H. Elsworth, an avzhority 
on collective effort among farmers, 
states that codperative buyinz prob- 


ably antedated codperative marketing 
n this country. 

Repozts of the Farm Credit Admin- 
‘stratior. show that since 1905 the 
number of farmers’ codperative buying 
associat_ons has increased In each year 
except 1923, 1924, and 1925. Data 
are much less complete for the urban 
consumers’ movement. Those avail- 
able ind.cate, however, that if their de- 
velopment were charted it would show 
a series of alternate peaks and valleys. 
From a low point at the beginning of 
the century there was a slow increase 
in new societies, offset to a large extent 
by dissalutions. Only a small net in- 
crease kad been registered up to the 
period of the World War. The curve 
of both farmers’ and urban societies 
rose sha-ply to 1920, remained practi- 
cally stationary from 1920 to 1921, and 
then drepped, very sharply among the 
urban societies, only slightly among 
the farmers’ associations. From 1926 
up to the present, the number of farm- 
ers’ associations has risen steadily. 
Among the urban societies, on the 
other hand, although new societies 
were bemg formed in the period 1926 
to 1931, this gain was to a great extent 
counterkalanced by the loss of societies 
in the mining and railroad centers. 
Since the early years of the depression 
new urban societies have been formed 
at a rapidly increasing rate, and it is 
probable that the present birth rate 
exceeds that of 1916-1920. 

The urban consumers’ codperatives 
and the *armers’ purchasing organiza- 
tions have, for the most part, devel- 
cped alcng similar but parallel lines. 
The farmers’ purchasing associations 
kave nct generally regarded them- 
selves as consumers’ organizations in 
any sense, and have had no contacts 
whatevez with the organized urban 
consumers’ codperative movement. 

The membership policies of the two 
movements have differed, also. Open 
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membership is the general and ac- 
cepted policy of the urban societies, 
whereas the farmers’ codperatives gen- 
erally limit membership to members of 
the sponsoring farm organizations 
(i.e., of the Grange, the Farm Bureau, 
and so forth), and the wholesales ac- 
cept only local associations of their 
particular group. A departure from 
this time-honored policy was made by 
the Farmers’ Union Central Exchange 
at St. Paul in 1936, when it voted to 
admit into membership several local 
urban associations whose patronage 
had earned refunds sufficient to pur- 
chase a share of stock in the whole- 
sale. 

The membership of the Codperative 
League during the early years was al- 
most entirely industrial, being com- 
posed of codperative associations of 
workers in the needle trades and in the 
railroad, mining, textile, and other fac- 
tory industries. Important excep- 
tions, however, were the farmers’ co- 
operative associations in Minnesota, 
Wisconsin, and northern Michigan. 
These were in the main the societies 
of Finnish and Scandinavian immi- 
grants who had had experience in the 
consumers’ codperative movement in 
Europe. They identified themselves 
with the consumers’ movement from 
the first, and in the early years of the 
League’s existence were its chief sup- 
port; they still form one of its most 
important sections. Early in the 
1920’s the Grange codperative move- 
ment in the State of Washington also 
allied itself and was represented at the 
biennial congresses. The Farm Bu- 
reau codperatives in Indiana, Michi- 
gan, Ohio, and Pennsylvania, although 
not affiliated, often sent fraternal dele- 
gates to its congresses. The farmers’ 
wholesales dealing in gasoline and 
motor oil—The Midland Codéperative 
Wholesale (Minneapolis) and the 
Consumers’ Codperative Association 


(North Kansas  City)— identified 
themselves with the League almost 
from their inception. The Farmers’ 
Union State Exchange of Nebraska 
was also affiliated for a few years, be- 
ginning in 1930. 

From 1926 onward, nearly every 
convention of the League has included 
consideration of or reports from some 
phase of farmers’ coöperation. Rec- 
ognition of the common interests of 
the farmers’ and workers’ purchasing 
organizations has been increasingly 
evident. This tendency was strik- 
ingly apparent in both the 1934 and 
1936 congresses, where representatives 
of farmers’ organizations—in the gaso- 
line and oil, insurance, electrification, 
farm supply, and other businesses— 
were numerous and their problems and 
accomplishments formed a considera- 
ble part of the program. 

Evidence of recognition that the 
consumer and farm groups have im- 
portant common interests is given by 
the fact that some of the most impor- 
tant farmers’ purchasing organizations 
in the country have allied themselves 
with the consumers’ movement by affil- 
iation with the Codperative League. 
The latest roster of League affiliates 
includes, in addition to the organi- 
zations noted above, the following 
farmers’ wholesale organizations: 
Consumers’ Codperatives Associated 
(Texas), Eastern States Farmers Ex- 
change (Massachusetts), Farm Bu- 
reau Services (Michigan), Farmers’ 
Union Centra] Exchange (Minnesota), 
Indiana Farm Bureau Coéperative As- 
sociation, Ohio Farm Bureau Coöpera- 
tive AssocMtion, Pacific Supply Co- 
operative (Washington), and Penn- 
sylvania Farm Bureau Codperative 
Association. 


Present Status 


From the preceding pages it might 
appear that the consumers’ codpera- 
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tive movement has been, on tke whole, 
pretty much of a failure. That, how- 
ever, is not the case. It is trus, zs Dr. 
Warbasse once remarked, that in no 
other country has the trial-and-error 
stage lasted so Jong. As each new 
wave of public interest has come slong, 
brought into being many hundreds of 
cadperative societies, reached Hs 2rest, 
and broken with unemployment and 
general hard times, a considereéble pro- 
portion of the associations have failed. 
But also a substantial number of asso- 
ciations have continued, battling their 
way against not only the ecoromic 
odds but also the disrepute which has 
attached to the word “codperazive” as 
the result of the failures and lcsses m- 
vclved in each recession of the move- 
ment. 

It must be remembered abo that 
private businesses have equally been 
faced with depressiog and poar busi- 
ness conditions, and they also have 
failed in large numbers. It still has 
to be demonstrated that the mortality 
raze among codperative associziicns is 
any greater than that among private 
businesses or that the money los is 
any greater, if as great. Ce=ztainly, 
the records of some of the associations 
during the latest depression aze such 
as might well be envied by any private 
business, and many have gemon- 
strated their stability and wozth be- 
yond all doubt. 

The majority of the local <ssacia- 
tions are still small and struggling. 
On the other hand, there are mum- 
bers of associations which have been 
conspicuously successful—associations 
with a thousand or more nembers and 
domg an annual business running into 
hundreds of thousands of dollars. 

Because of the exceedinglr high 
birzh rate during the past two years, 
the average age of societies is possibly 
lower than it was at the time of the 
stuly made by the Bureau of Lebor 
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Statisties in 1933, when the median age 
was between 10 and 15 years. But the 
movement contains a fair proportion 
of old societies—as age goes in the 
Americen codperative movement. 
There gre a considerable number of 
societies organized in the postwar pe- 
riod which are in successful operation. 
The 1923 study included one associa- 
tion formed in 1882, one formed in 
1884, and six others formed from 1890 
to 1900. At least one of the original 
Grange associations and at least one 
of the old Patrons of Industry stores 
are still in existence. 


Services offered 


There is probably greater diversifi- 
cation in codperative effort today than 
at any previous time in the history of 
the movement in the United States. 

Fhrouzh codperative channels, con- 
sumers in various parts of the United 
States are obtaining groceries, bakery 
gocds, meats, shoes, clothing, furni- 
ture, hardware, paints (made in some 
cases by their own plant), all kinds of 
farm supplies, radios, refrigerators, 
electricity and electrical appliances, 
gasoline, motor oil, tires, and other 
automobile accessories. In someareas 
they can buy ice cream made in their 
own plant, bread and pastries baked in 
their codperative bakery, milk pasteur- 
ized in thzir codperative creamery, and 
sausage and smoked meats made in 
their codperative factory. 

Rural eodperators in many parts of 
the country have their own telephone 
service. 

In at least one community the babies 
are cared for in the society’s own 
nursery. As the children grow up and 
go to school and then to college, their 
books and other school supplies can be 
obtained from the students’ codpera- 
tive on the campus. Codperative 
dormitories, boarding houses, and 
pressing end cleaning associations at- 
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tend to the housing, food, and per- 
sonal-appearance requirements. 

Codperators in some areas insure 
themselves against sickness, death, 
fire, theft, hail, and accident, and in- 
sure their automobiles against acci- 
dental collision. When they fall into 
debt, they borrow from thecredit union. 

The family wash can be sent to the 
codperative laundry in a few com- 
munities. If the members live in a 
region where water is scarce, they may 
supply themselves with that necessary 
commodity codperatively. 

Medical service is provided by a few 
associations and the doctor is em- 
ployed on a yearly basis; his services 
are not confined to treatment of the 
sick; prevention is regarded as equally 
if not more important. If the patient 
needs hospitalization he can, in one 
community, go to the codperative hos- 
pital. In certain parts of the Middle 
West, when the codperator’s last call 
comes, he is laid to rest by the codpera- 
tive burial association, perhaps in a 
codperative cemetery. 

In the evening the family can read 
books and periodicals on codperation 
printed in their own printing plant or 
borrowed from their own lending li- 
brary. This is especially true in the 
North Central States, where, also, the 
family vacation may be taken at a co- 
operative recreation park, where the 
children play games supplied codpera- 
tively. The need for other entertain- 
ments is met by codperative plays, 
bands, orchestras, and so forth. 

There is at least one society where 
the manager is a justice of the peace 
and will perform marriages if the mem- 
bers prefer to be married that way. 

This is not to say that all or even a 
majority of the services enumerated 
are commonly offered throughout the 
United States. But one or more asso- 
ciations are rendering some of these 
services, and in some communities 
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nearly a full complement has been at- 
tained. 


Extent of the movement 


Because no general census of the co- 
operative movement has ever been 
taken, it is impossible to state with 
accuracy the extent of its ramifica- 
tions; but there are probably in opera- 
tion today four or five thousand as- 
sociations running codperative stores, 
more than a thousand societies oper- 
ating gasoline filling stations, several 
thousand telephone associations, about 
five thousand credit unions, two or 
three hundred electricity supply asso- 
ciations, some twoscore housing asso- 
ciations which are operating proper- 
ties, in acdition to possibly as many 
more whose buildings are still in the 
planning stage, several hundred stu- 
dents’ codperative societies of one kind 
or another, andeseveral thousand in- 
surance associations, some of which are 
at least partially codperative and 
others entirely so. There are smaller 
numbers of associations providing 
medical service and running boarding 
houses, restaurants, laundries, bak- 
eries, creameries, and undertaking 
(burial service) establishments. Fed- 
erations of local associations supply 
printing end publishing, operation of 
recreational parks and camps, and 
manufacture of various commodities. 

There are in the United States some 
twoscore codperative wholesale soci- 
eties identified with the consumers’ 
codperative movement. All but one 
of these societies operate only in a 
certain defined area; the other is an 
organizatiofi which is to function on a 
national basis. About haif of the 
wholesales deal in general household 
supplies; the other half (and the na- 
tional society, at present) handle gaso- 
line, motor oil, tires, and other auto- 
mobile accessories. There has been of 
Jate, however, a tendency among these 
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sccieties to broaden their field anc take 
on other lines of merchandise as well. 
The chief centers of consumers’ co- 
operative activity are the Ncrth and 
South Central States and New Eng- 
land, but California and Washiagton 
also have a considerable number >f as- 
sociations. The farmers’ assccistions 
in Pennsylvania and in the Scuta At- 
lantic States are numerous. Until the 
past few years the South was ahnost 
berren of societies, but there 5 row a 
growing movement among the farmers 
in Texas, and the other Souzhern 
States have a few scattered associa- 
tions. Oklahoma has the only sodp- 
erative hospital in the United Siates. 


Tue OUTLOOK 


As a long-time observer of th2 co- 
operative movement I feel it sate to 
say that never has the public interest 
in consumers’ coöperation been more 
widespread or emanated from more 
varied sources than at resent. 
Farmers and farm organizations, in- 
dustrial workers, labor unions, minis- 
tezs and church groups, womer’s elubs 
and other organizations, teachers, pro- 
fessional people in all lines of work, and 
sôzial and economic groups and orzani- 
zations all manifest lively interest. 

As in the six years after tie out- 
break of the World War, societie= are 
being organized everywhere, but espe- 
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cially in the urban areas. Undoubt- 
edly, as in that earlier period, some of 
these have been organized on an un- 
stable basis and will disappear. It is 
my opinion, however, that a large part 
of them will go on. I believe this be- 
cause, as far as my observation goes, a 
greater Droportion of the associations 
today are being formed on sound prin- 
ciples and as a result of study than has 
been tke case previously; because 
greater ettention is being paid to ade- 
quate accounting and good business 
methods; and because there are so 
many so irces of advice and assistance. 

Under ordinarily favorable economic 
conditions, a society adequately capi- 
talized, which has reasonably efficient 
management and an informed, loyal 
membership need not fail if it affiliates 
with a sound central organization and 
takes advantage of the many services 
available to it through that source. 
Within the organized codperative 
movement, at least, the local associa- 
tion has at its service advice in store 
layout ard in merchandising, a variety 
of educazional material for use among 
the members, assistance in setting up 
the books, expert auditing, and the 
help of experts in solving its problems. 
It is unfortunate that a large number 
of societ.es in the United States still 
are slow to see the advantages to be 
gained through federation. 


Florence E. Packer has been for many years on the 
editorial staff of tre U.S. Bureau of Labor Statistics, 
Washington, D. C., end is now assistant editor of the 
Monthly Labor Review. She has aarected the four 
surveys of the cooperative movemert made by that 
Bureau and evritter the reports th2reon, and con- 
ducted the “Codperation” department in the 
Monthly Labor Review. A nation-wide survey of 
coéperative assomatons is now being conducted un- 
der her supervision. Other reports of her author- 
ship include “Beneficial Activities of American 
Trade-Unions” (1928), “Care of tre Aged in the 
United States” (2929) , and numerous articles. 


Farm Purchasing Codperatives 
By I. H. How 


OR. quite some time the American 

farm was a self-sustaining unit. 
There was neither a marketing nor a 
purchasing problem. The farmer pro- 
duced what he needed and used, and he 
used what he produced, to take care 
of the prime requisites of food, shelter, 
and clothing for himself and his family. 
Economic factors limited his produc- 
tion as well as his consumption. 

With the removal of some of these 
economic barriers, brought about 
chiefly during the period of “empire 
building” with the construction of rail- 
roads and the subsequent development 
of cities, fundamental changes began 
to take place. As Dr. Knapp says: 


Agriculture became a commercial indus- 
try, manufacturing crops for a market. 
Under present conditions farming has be- 
come a highly specialized and technical 
business, in which farmers produce crops 
largely for a money return and purchase a 
large part of their raw materials rather 
than produce them.! 

Department of Agriculture figures 
show that in 1935 farmers in the 
United States purchased about $2,100,- 
000,000 worth of feed, seed, fertilizer, 
farm machinery, twine, petroleum 
products, and so forth. This repre- 
sents an outlay for raw materials of 
about 30 cents on every dollar taken 
in, for in the same year the gross in- 
come amounted to about $7,200,000,- 
000. 


t From an address by Dr. Joseph E. Knapp, 
senior agriculture economist with the Codpera- 
tive Division of the Farm Credit Administra- 
tion, before the Wisconsin Farmers Get-To- 
gether Conference, Eau Clair, Wis., Oct. 21, 
1936, and published in the Nov.—Dec. issue of 
Codperative Journal. 


BENEFITS oF CoOPERATIVE 
PURCHASING 


It is quite evident that any method 
which would enable the farmer to 
lower his outgo item and by so doing 
increase his net income should be a 
welcome method. Codperative pur- 
chasing presents such a method. It 
proceeds from the theory that large- 
scale selling on the part of industry 
to supply the farmer’s needs can be 
taken advantage of by large-scale 
purchasing. It enables the farmer 
through collective bargaining to secure 
for himself trade discounts possible 
only by quantity buying. It affords 
him protection in quality at no higher 
price, for his bargaining power permits 
him choice of time and place and 
source of supply. By controlling his 
own distributive system through his 
codperative association, he is enabled 
to provide himself with a type of serv- 
ice geared to his needs and to his will- 
ingness to pay for such service. And, 
last but by no means least, through 
contact with his association, the 
farmer in one locality has been enabled 
to see that 


his buying interests are identical with 
those of farmers in other localities. This 
has resulted in the formation of state, re- 
gional and even national purchasing as- 
sociations, Which have tended to weld farm- 
ers together for a common economic pur- 
pose. In this way codperative purchasing 
has tended to bring home to the farmer 
the importance and possibilities of codp- 
eration? 


Farm codperatives in the United 
® Ibid. 
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States have been a great dezl more 
active in their development thn have 
general consumers codperative.. This 
is due to two things. In tae first 
place, the American depression name 
to the farm in 1920, nine year: b2fore 
the effects of it were felt b7 other 
clesses of industry. The farmer has 
had nine more years of sevece eco- 
nomic conditions in which tc think 
about a remedy. In the second place, 
the farmer is perhaps more nearly a 
free agent, under normal circum- 
stances, than any other group of peo- 
ple in choosing the plan of kus:ness 
services which he will pa-ronize. 
Business men feel obligated to «ne an- 
other; laborers may be afraid ef their 
employers; and industrialists, in some 
cases, are frightened at the whcle pos- 
sibility of the codperative d=velop- 
ment; but farmers are relativaly free 
to think out a plan of action anid to 
follow it. 


DEVELOPMENT OF PURCHASING 
Co6PERATIVES 


Codperative purchasing assocations 
started during the depression following 
the Civil War. One of the olces: on 
record is the Riverhead Agricaltural 
Society in the State of New York, 
which was started in 1863 and isstil in 
existence. Then came the Grenge— 
Patrons of Husbandry—which eszab- 
lished hundreds of small codprrative 
mezchandising units, but only ~ com- 
paratively few have survived. The 
Farmers Alliance, the American So- 
ciety of Equity, the Farmers Jnion, 
anc since the World War the Farm 
Bureau—all these general farm crgani- 
zations had as part of their prog-am 
the promotion of codperative pur- 
chasing. 

For many years the movemert was 
slow and sporadic. What meag=r sta- 
tistical material is available world in- 
dicate that it was not until 1905 that 
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a gradual, steady increase in the num- 
ber of associations became noticeable. 
By 1913, records of the Codperative 
Division. of the Farm Credit Adminis- 
tration saow 111 codperative purchas- 
ing assoeiations in existence, with an 
estimated membership of about 50,000 
farm families and a total business of 
about $6,000,000. By 1922 the num- 
ber of associations had increased to 
about 1,£00 active organizations, while 
the estimated volume of business 
amounteil to about $60,000,000. The 
years 1943, 1924, and 1925 witnessed a 
decline im the number of associations; 
but since 1926 there has been a rapid 
rise in th2 development of codperative 
purchasimg associations, particularly 
since 192). 

By 1935 the number of such associa- 
tions was estimated to be over 1,900, 
with an approximate membership of 
800,000 farm families and a total busi- 
ness of $290,000,000. To this must be 
added another $60,000,000 which rep- 
resents tte volume of business done by 
approximately 40 per cent of the mar- 
keting associations, which are engaged 
in the distribution of feed, seed, ferti- 
lizer, coa:, and other products. This 
would mean that of the estimated na- 
tional farn supply expenditure of $2,- 
100,000,080, about one eighth was 
spent for supplies purchased codpera- 
tively. Using the parallel figures for 
1925 and 1926, we find that of a total 
estimated supply bill of $2,855,000,000, 
coéperative purchases accounted for 
$135,000,C00, which represents one 
twenty-first of the total’ 

These comparative figures should be 
sufficient proof that smce the World 
War particularly, farmers’ codperative 
purchasinz associations have become 
establishei business institutions. 


? R: H. Esworth, “Statistics of Farmers Co- 
operative Business Organizations 1920-1935,” 
Farm Credi- Administration, Codperative Di- 
vision, Bul. 3, May 1936. 


Farm PURCHASING COÖPERATIVES 


Farm purchasing coöperatives have 
come to be considered in many places 
throughout the United States and m 
some European countries as a distinct 
type of codperative development, dif- 
fering from the orthodox Rochdale 
consumers’ codperative in that mem- 
bership is frequently limited to pro- 
ducers of agricultural products. In 
general, these organizations specialize 
in what they call “production goods,” 
or supplies used in the production pro- 
gram on the farm. 

In Denmark, the type of organiza- 
tion which is generally adopted pro- 
vides for a separate organization 
structure for each major commodity 
purchased, just as there are separate 
marketing organizations for each farm 
product. 

In the United States, the purchasing 
groups, instead of establishing separate 
organizations for each commodity, 
have commonly established single or- 
ganizations through which all farm 
supplies could be purchased. These 
organizations, when integrated into 
large units, have taken on three differ- 
ent general types. 

First, there is what is known as the 
centralized type of organization, where 
the members in large numbers own an 
interest in a single central organiza- 
tion, electing a single board of directors 
which elects the management and in- 
stalls branches to carry on a centrally 
controlled chain system of service. 
The Grange League Federation of 
Ithaca, New York, is an example of the 
centralized type of codperative. 

Then there is the federated type, 
under which plan the foundation cor- 
porate unit is the local codperative, 
which generally operates one or more 
local service plants and which is owned 
and controlled by the members who 
directly patronize it. This local co- 
operative then federates with others of 
its kind, and jointly they own and 
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operate a central wholesale institution 
where their jobbing and sometimes 
their industrial services are handled. 
The Indiana Farm Bureau Codpera- 
tive Association is an example of this 
type of organization. 

In addition to these two types, there 
are some organizations in which the 
business is owned and operated by a 
general membership organization. 


LIMITATION OF MEMBERSHIP 


There have been perhaps six rather 
specific reasons why these organiza- 
tions have, in some instances, limited 
their membership to farmers. First, 
many of them in the beginning handled 
only such farm commodities as feeds, 
seeds, fertilizer, and farm machinery, 
and there was no particular need for 
this type of organization to extend the 
membership beyond the farm group. 

The second reason, which undoubt- 
edly had a very important influence in 
some cases, was the very definite desire 
for class advantage, and the feeling on 
the part of some that the economic 
suffering which had come to the farmer 
as compared to some other groups 
could be eliminated by a program 
which would permit him, in turn, cêr- 
tain advantages which might be de- 
nied to others. 

The third reason for the membership 
limitation was that in many instances 
the purchasing activity became just a 
branch of some marketing association 
which of necessity had limited its 
membership to the producers of some 
specific agricultural products. 

Another reason arose in cases where 
the purchasing business was a branch 
of a farm membership organization. 

A fifth reason for the limitation, 
which came a little later, was the fact 
that the only genuine codperative laws 
in many states were agricultural mar- 
keting acts, which laws specifically 
provided that the membership must be 
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lirnited to farmers. These laws, of 
course, were passed in this fcrm be- 


cause there was quite a wave of de-. 


velopment of codperative marketing 
in the early twenties, and also because 
the farmers were the only people who 
showed very much interest in coöpera- 
tive activity. 

A sixth reason for the limitetion in 
recent years has been that there 
seemed to be an advantage in tae pay- 
ment of Federal income tax for an or- 
ganization which limited its m=mber- 
ship to farmers, This advantege has 
to a considerable extent been imagi- 
nary, for any codperative, or an7 other 
business institution that pays out its 
earings to its patrons, will de ex- 
empted from paying income -ax on 
that portion of the earnings wrich is 
distributed. 


MOTIVES or PURCHASING 
ORGANIZATIONS 


The farm purchasing organizations 
quite generally have had a somewhat 
different philosophy from that of the 
Rochdale society. A purchasng or- 
ganization has been approached Dy the 
members as a means of getting trading 
equality and fair business trestment 
by carrying on their own business serv- 
ices, and little attention has beer given 
to the advantage of the distribuion of 
earnings for the general stabiliang of 
business, with the resulting =dvan- 
tageous effect upon the businessxycle. 

There has also been another motive 
in tae case of some of the codperatives 
started by general farm organizeticns. 
Quite frankly, those commercial zetivi- 
ties were sometimes begum with the 
idea of service as a secondary cansid-~ 
eration, the first objective being to 
create enough savings for the members 
to induce them to continue the pay- 
ment of their membership duen In 
thes2 organizations it sometimes hap- 
pened that the payment of patranage 
dividends was limited to those petrons 
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who held the paid-up membership in 
the orgamization. As one leader stated 
the case, the policy of his organization 
was to recognize only those patrons, 
when it came to paying patronage 
dividends, who were of the household 
of faith—the household of faith being 
those who had paid up their dues. 


CoMPETITION 


As tim= has passed, and as the pro- 
gram of service rendered by farm pur- 
chasing eodperatives has broadened, 
serious problems have arisen. As long 
as they handled only fertilizer and 
farm mazhinery, these organizations 
could suczessfully compete with other 
institutioas which sold those products. 
But as the demands for service grew 
and these organizations took on petro- 
leum procucts, building supplies, auto- 
mobile tices, and in some cases gro- 
ceries or household supplies and 
appliances, it became evident that the 
organizat:on handling this general line 
of service which limited its member- 
ship to th= scattered population. of the 
farm was placing itself at a distinct 
disadvantage as compared to the com- 
petitor wo made sales on an equal 
basis to everyone in the community. 

The dilemma has made it necessary 
for these groups to choose one of three 
alternativ2s: (1) they must continue 
to limit treir sales and consequently 
limit the economy of service in the 
community because of the scattered 
nature of their constituents; or (2) 
they must sell to the general public, 
either for profit as any other profit- 
making corporation, or, by selling on a 
cut-price kasis, to conduct a charitable 
instead of a business institution; or 
(3) they must broaden the character 
of the organization itself. It has hap- 
pened, therefore, that just during the 
last year or two the Farmers’ Union 
Central Exchange of St. Paul, Minne- 
sota and tie Consumers’ Codperative 
Association of Kansas City, Missouri 
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have opened up their membership and 
are now including among the local or- 
ganizations which they recognize as 
member units some who admit others 
than farmers to their membership. 

In these cases there has been a frank 
admission of the disadvantage of scat- 
tering the membership and the trade 
of a business institution by limiting its 
membership; but it has also been rec- 
ognized that in some cases urban co- 
operatives have grown up where farm 
codperatives were operating, and have 
begun to handle many of the same 
articles that were being distributed by 
the farmer groups. 


Propucer-ConsUMER RELATIONS 


One of the principal advantages 
which may be gained by a codperative 
organization, either rural or urban, is 
to stop the wasteful overlapping and 
duplication of service, and the reason 
for combining the two sorts of activi- 
ties in a single organization has been 
to avoid this needless duplication. 
Indeed, if these two classes of codpera- 
tive development are not properly re- 
lated to each other, it is possible that 
a, situation might arise which would 
be worse than wasteful duplication. 
There is danger of an open war be- 
tween cooperative groups, such as is 
being carried on in Finland today, 
where the farm codperative, known as 
5.0.K., and the urban codperative, 
known as O.T.K., have come to grips 
with each other in what looks like a 
mortal combat. 

The farm coéperatives have come to 
the place where they are recognized as 
an important cog in the business wheel. 
In Indiana above 20 per cent of all the 
commercial fertilizer used in the state 
is bought through one codperative 
office. This organization has never 
cut prices; farm purchasing organiza- 
tions seldom do cut prices. 

This codperative used to purchase 
fertilizer by an annual negotiation 
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which generally resulted in a quarrel 
between the producer and the con- 
sumer organizations. Finally the idea 
grew up that there should be a com- 
plete partnership between producer 
and consumer. The producer recog- 
nized that his profits depended to a 
large extent on volume demand which 
would permit operating the plant to 
full capacity. The consumer recog- 
nized that if he failed to bring in the 
orders the manufacturer could have no 
profits to divide; but he also recognized 
that when he did bring in the large 
orders which resulted in large profits, 
the consumer organization should 
participate in those profits. 

The result was the writing of a con- 
tract, probably the first such document 
in the history of business, under the 
terms of which, at the end of each fiscal 
year, the manufacturer divides his 
earnings equally with the consumer 
organization. Under this plan, in ad- 
dition to distribution savings, large 
sums of factory earnings are distrib- 
uted to consumers. 

Enthusiastic farm codperators are 
making the claim that if all business 
were transacted on that basis, the diyi- 
sion of earnings back among the people 
who had large wants but small buying 
power would go a long way toward 
building up the demand for industrial 
products and stabilizing general busi- 
ness conditions. According to the 
claims of leaders in coéperative pur- 
chasing organizations, large savings 
have been effected in the distribution 
of farm supplies, which savings they 
consider have at least helped their 
members fn the matter of bringing 
about parity in prices, 


[IMPROVED QUALITY Or SUPPLIES 


The plan has also made it possible 
for the members to protect themselves 
in the quality of supplies which they 
have purchased. 

Thus, one of the first activities was 
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the distribution of seed of known 
origin. It so happens that clo~er seed 
which has been grown in a warn cli- 
mate is not fit to use in a territcry that 
has cold winters. The progeny of the 
clover which is grown in the varmer 
region will not be sufficiently hardy to 
live over the winter in the coder re- 
gion. For many years, unscrcpulous 
merchants bought clover seed. grown 
in the South and shipped it to the 
colder regions for sale. The result was 
thet many farmers became conbletely 
discouraged, thinking that it vas im- 
practicable to try to raise clove. 

‘The farm codperatives, owned and 
cortrolled by the people who vished 
to buy clover seed, and with nc pzofit 
motive—no motive for operatDon ex- 
cept the service to their own member- 
ship—offered the practical ans-vez to 
this problem. As soon as the fermers 
began buying clover seed throug: tieir 
own organizations in large quartities, 
they learned the sources of seel and 
began at once to distribute emong 
themselves only seed of known srigin. 

A similar experience came the 
purchasing of lubricating oil. Jarm- 
ers tried to buy lubricating vil of 
kriown specifications. Failing ir tkat, 
they began blending their own oil with 
specifications controlled in their own 
laboratories, in order to secure a sand- 
ard quality lubricant for the precerva- 
tion of their internal combrstion 
motors. 

In Indiana, farmers were beccming 
desperate in the purchase of baby 
chicks. Purdue University hac de- 
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veloped a plan of disease control 
which, f properly followed, would 
greatly edd to the health of the little 
chicks. And yet six hundred commer- 
cial hatcheries operating in the state 
were seling vast numbers of baby 
chicks arnually, approximately 25 per 
cent of which died in infancy from 
hereditary disease. Only six hatch- 
eries out of six hundred in the state 
had adopted the plan of sanitation and 
disease control which the authorities 
recommended. It cost money to clean 
up the flecks. It did not look as if it 
would be profitable for the commercial 
hatchery to do it. So the purchasing 
codperative in Indiana installed a 
chain of nratcheries which were sper- 
ated under careful inspection accord- 
ing to the rules outlined by the sani- 
tary board. The result was that in 
the flocks thus controlled by the pur- 
chasing codperative, instead of suffer- 
ing a 25 per cent loss of live chicks, of 
two million chicks hatched in the year 
1936, less than 2 per cent died in in- 
fancy from any cause. 

Thus the farmers have learned 
through their own organizations that 
it is possible for them so to conduct 
their own business affairs that they 
may secure trading equality with other 
industries not only in the matter of 
price, but in the matter of quality as 
well. As zhe Revolutionary Fathers 
learned thet the way to get fair play in 
governmert was to unite to govern 
themselves, so the farmers are learning 
that the way to get fair play in business 
is to unite to run their own business. 


I. H. Hull has beea general manager ef the Indiana 
Farm Bureau Coép-rative Association Inc., Indian- 
apolis, since 1926. He is president of United Co- 
operatives and of ational Coéperatives Inc., and 
co-author of the Inctara plan of federcting codpera- 


tives. 


He has studied all types of cooperatives, 


especially as they r-late to farm econcmics both in 


Europe and in Amezxce. 


Oil and Gasoline Codperatives 


By Howard A. COWDEN 


N 1921 a small group of farmers in 

a western state opened the first co- 

operative gasoline service station in 

the United States, and from that em- 

bryo a network of codperative oil as- 

sociations has sprung up in this coun- 
try. 

The movement began as a result of 
the unrestrained greed of privately 
owned oil companies after the demand 
for gasoline rose to unprecedented 
heights with the coming of the automo- 
bile and the tractor. Prices for gaso- 
line were not established on a basis of 
cost, but were rather “as much as the 
traffic would bear.” As a result, the 
margin of profit on gasoline was often 
as high as 12 centsa gallon. A margin 
of 9 cents was common. These profits 
went back to the money centers of the 
East, a constant drain on the produc- 
tive resources of the Nation. 

With the coming of the automobile 
and the tractor, farmers definitely en- 
tered the consumer class, spending 
huge sums each year for petroleum 
products to carry on their operations. 
There arose the necessity of finding a 
way to control the marketing of these 
commodities, 

The small group of farmers men- 
tioned above found a way out. They 
decided to sell gasoline to themselves. 
They sold shares in a coöperative so- 
ciety, and with the capital obtained, 
installed tanks and pumps and put in 
a supply of gasoline and lubricating 
oils. They at first purchased their 
gasoline from the private oil companies 
and sold it to themselves at prevailing 
retail prices. The only difference was 
that at the end of each year they paid 
back to themselves the profits that pre- 
viously had gone to absentee owners. 


Quickly the success of this small 
venture spread to other communities 
in the Middle West. Consumers had 
found a way to keep the retail profits 
of busmess at home. Hundreds of 
other gasoline codperatives sprang up 
within the next few years. 


GROWTH FROM PRODUCER 
ORGANIZATIONS 


One source from which consumer oil 
and gasoline codperatives grew was the 
farm producer and marketing associa- 
tions already operating in nearly all 
rural communities. These organiza- 
tions were doing a very real service in 
helping farmers to get a fairer price on 
the market. But they recognized also 
the need for protecting their members 
from exorbitant prices for the things 
they had to buy. So it became cus- 
tomary for farmers to pool their orders 
for feed and seed and fertilizer, pur- 
chasing through their producer or- 
ganizations. With the advent of the 
motor car and the tractor, they faced 
the need for taking excessive profits 
out of gasoline and oils. It was a 
natural step for these farmers to or- 
ganize as consumers to sell gasoline to 
themselves, saving the margin between 
wholesale and retail prices. They 
built their own bulk plants so that 
they could buy refined products in car 
lots to get most advantageous prices, 
and delivered gasoline and tractor oil 
direct to the farms in their own tank 
trucks. = 

In many cases such consumer co- 
operatives, organized as side lines to 
marketing activities, soon overshad- 
owed the older organizations in value 
to the membership. While the busi- 
ness of the producer associations was 
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more or less seasonal, the oil and gaso- 
line business was regular, day in and 
day out. 

Literally hundreds of the oi: and 
gasoline codperatives in rural America 
had their beginnings in this manner. 
Their growth was sure, for the results 
were evident in the form of herd cash 
saved to their shareholders. 

The record of one outstanding or- 
genization may be cited as an -nszance 
of what could be accomplished. The 
Consumers Oil Company was incor- 
porated in Greeley, Colorado, with 
8CO members. Its membersiip has 
grown to nearly 1,900; it has mere than 
$100,000 in reserves; and in 1836, sav- 
ings to its members amounted to €111,- 
644. Since its founding sixteen years 
ago, patronage refunds totalinz €864,- 
619 have been returned. Thus ia one 
small community nearly a milkor dol- 
lars has been kept aj home through 
one cooperative. 

Yet the benefits cannot be m2ascured 
merely by the savings returned t> co- 
operative shareholders; for wherever 
gasoline codperatives flourisL, they 
often establish the prices whick others 
pay for their gasoline, thus benefiting 
society in general. A few years ago 
in the Boise Valley in Idaho, gasoline 
was retailing at 24 cents a gallan, rep- 
resenting 1114 cents of profit. Æ co- 
op2rative society was formec, with 
_fewer than 100 consumer members. 
Two months after they had established 
their service station the price cf gaso- 
lin2 had dropped 514 cents a gallon, 
and codperative members received 
sizable patronage refunds even <t these 
prices. But, in addition, every motor 
car and tractor user in the Boise Velley 
profited by the advent of the ccadrera- 
tive movement there. 


FORMATION OF WHOLESALE 
CoOPERATIVES 


Naturally, the march of gaso.ine co- 
operatives across the continent ras not 
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been wkhout opposition. Old line oil 
compares, quick to see the menace of 
codperatives, joined their forces in the 
fight against the “co-ops.” But the 
pressure brought on them merely 
served zo draw the various codpera- 
tives together for their mutual protec- 
tion. When the oil companies began 


to make it difficult for the codperatives , - 


to secure a regular supply of high-grade 
gasoline and oil, they began to organ- 
ize wWhoksale codperatives to pool their 
purchasng power and thus force old 
line companies into competition for 
their business. 

The first codperative wholesale was 
Incorporated in Minnesota in 1926 as 
the Micland Codperative Wholesale. 
It was simply a purchasing organiza- - 
tion at first, owned by a few retail or- - 
ganizations which wanted to buy their 
gasoline in car lots. This wholesale 
grew in power and service until in 1935 
the codperatives were m second place 
as distrmutors of gasoline and oil in 
Minnescta. 

Constant pressure on the gasoline 
cooperatives caused the organization 
of other wholesales, each being forced 
to wage bitter battle for its right to 
exist. In North Kansas City, Mis- 
souri, the Consumers Codperative As- 
sociation began business in 1929, serv- 
ing a feav retail codperatives in the 
Middle West. Soon this organization 
was find_ng difficulty in securing uni- 
form lubricating oils for its members. 
Some major oil companies refused to 
do business with the small wholesale 
because, as they said, “the co-op’s busi- 
ness was too small to justify handling 
it.” 

Thus, z0 assure themselves a ‘steady 
supply of high quality lubricating 
oils, the codperatives were forced. to 
the next advance into the oil busi- 
ness. The North Kansas City organi- 
zation s2t up its own codperative 
lubricating oil compounding plant, the 
first in the world. Since that time 
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four other codperative wholesales have 
established their own compounding 
plants. 

In 1928 the Farmers’ Union Central 
Exchange began operations in a very 
small way, but soon had extended its 
string of retail codperative service sta- 
tions across western Minnesota and 
the Dakotas and into Montana. In 
North Dakota it holds second place as 
a distributor of gasoline, kerosene, and 
tractor fuels, and in the rural com- 
munities is easily in first place. 

By 1932 it was evident that further 
advantage could be secured if the vari- 
ous wholesale societies should band 
together to pool further the buying 
resources of their combined member- 
ships. After a series of conferences, 
National Codperatives, Inc. was or- 


ganized in 1933 to serve as a purchas- ` 


ing organization. Although it has 
barely begun to function, the value of 
National Codperatives, Inc. is already 
very apparent to its eight member 
wholesales. Refined products for the 
group are now bought through this 
central office, and the total output of 
more than two refineries is required to 
meet the demand. 

Through this enormous buying 
power, advantages are gained that 
would not, be possible for single whole- 
sales. An instance of the value of the 
central agency is in the purchase of 
grease. Jt was discovered that three 
codperative wholesales had been pur- 
chasing grease from the same com- 
pounding plant, each paying a differ- 
ent price. When these three got to- 
gether they were all able to buy at a 
lower price than any one of them had 
paid before. The combined groups 
purchased a total of 2,500,000 pounds 
of grease the first year, and thus saved 
for their membership many thousands 
of dollars on this item alone. 

However, despite this advantageous 
contract, Consumers Codperative As- 
sociation in North Kansas City found 
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that there was even greater saving in 
manufacturing its own greases, and 
after making greases in a small way 
for two years, a complete grease manu- 
facturing plant was installed early in 
1937, sufficient to supply the total re- 
quirements of this wholesale with its 
342 local codperative outlets. This 
association also operates a complete 
modern paint plant for its member- 
ship. 

This incidentally points to the next 
great step to be taken by American co- 
operatives—the manufacture of their 
own products. It also seems evident 
that these manufacturing enterprises 
will be undertaken by the individual 
wholesales, as one of the principles of 
coöperation is regional production as 
far as possible. 

Already there are more than sixteen 
hundred local gasoline and oil codpera- 
tives, of which gbout a thousand are 
members of the seven wholesale co- 
operatives that are affiliated with Na- 
tional Codperatives, Inc. The re- 
mainder are gradually joining with 
regional wholesales as they become 
acquainted with the value of such 
membership. 

In 1936 a total of 200,000,000 gallons 
of refined products, including gasoline, 
kerosene, and tractor fuel, were han- 
dled by codperatives affiliated with the 
national organization. These codper- 
atives also distributed to their mem- 
bership 7,500,000 gallons of lubricating 
oil and 5,000,000 pounds of greases. 
The money value of oil products alone 
was approximately $50,000,000, with 
an average saving to the members of 
10 per cente 


DEVELOPMENT OF OTHER LINES 


Of vital importance in the story of 
American coöperation is the field these 
sixteen hundred gasoline and oil co- 
operatives created for the codperative 
distribution of other products; for it 
was but a natural step from petroleum 
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products to allied commodities. ‘Tires, 
batteries, and automobile accessories 
fitted naturally into the scheme, and 
these are now marketed wita the 
CO-OP label in twenty-four states 
tarough affiliation with Natbnal Co- 
operatives, Inc. More than fifty 
thousand CO-OP tires were d:strib- 
uted during 1936, with as mamy <ubes, 
and about twenty thousand CO-OP 
batteries. 

The molds for making CO-OP tires 
and batteries are owned by Nażional 
Coöperatives, Inc., and these oroducts 
are manufactured to specications 
which are rigidly enforced t assure 
quality merchandise. The C3-OP 
trade-mark, which now appears on 
more than three hundred items of mer- 


chandise, is registered in the aame of, 


National Codperatives, Inc. 

The story of CO-OP spark plugs is 
one of the interesting sagas of Amer- 
ican coöperation. Spark plugs were 
selling at 65 cents, but investigators 
discovered that the cost of manufac- 
turing them would permit a much 
lower sale price. After much barzain- 
ing, coöperatives, by contraczing for 
large quantities, were able to bt y spark 
phigs at a price that would pernit dis- 
tribution through codperative octlets 
for 35 cents. | l 

The market for dozens of other com- 
modities is being developed through 
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gasoline and oil codperatives. Be- 
cause they were the first American co- 
operative group to grow to large size, 
they have the honor of furnishing the 
framework on which other ways of co- 
operation are being built. Many of 
them are now handling CO-OP gro- 
ceries for their members, also paint, 
radios, and farm machinery. They 
are organizing credit unions and in- 
surance organizations. 

Tractors are an important part of 
farm operation now, and represent a 
large outlet for the products of gaso- 
line and oil codperatives. It was de- 
cided two years ago to manufacture 
and market CO-OP tractors codpera- 
tively. These tractors have already 
made outstanding performance rec- 
ords and are becoming increasingly 
popular. 

Hundzeds of these pioneer groups 
which began operations as distributors 
of gasoline and oil are so far developed 
in other lines that their original busi- 
ness has become secondary——-in many 
eases even superseded altogether by 
other activities that more fully serve 
their membership. 

So, when the annals of American co- 
operation are written, much credit 
must go to the early organizers of our 
gasoline and oil codperatives. They 
are to America what the weavers of 
Rochdale were to Europe. 


Howard A. Courlen is presider.t of the Con- 
sumers Codperatwe Association, North Kansas City, 
Missouri, a wholesale cobperative founded in 1929. 
He is vice-presid2nt of the Coöperetive League of 
the U.S. A., and secretary-treasurer of National Co- 
operatives, dnc. In 1984 he attended the Inter- 
national Coéperativ2 Congress in London as a del- 
egate of the Codperative League of the U.S.A. Mr. 
Cowden has beer ergaged in codperative work for 
eighteen years. For ten years he wis active in the 
organization and management of producers’ mar- 


keting cooperativ2s. 


Comparative Retailing Costs of Consumers’ 
Coéperatives 


By CLARK KERR 


HE successful expansion of the co- 
operative purchasing movement 

in America depends in large part upon 
the ability of the coöperatives to com- 
pete with private enterprise. Euro- 
pean and American coöperatives alike 
have found that their social purposes 
alone are not sufficient to assure per- 
manent growth. Their history points 
to the inescapable fact that social aims 
must be coupled with the capacity “to 
beat the shopkeeper at his own game.” 
The American coöperative move- 
ment is spreading from rural areas to 
urban ones, and from the handling of 
farm supplies to consumer goods. 
The coöperatives have fairly well 
proyed their ability to supply the 
farmer with twine, fertilizer, feed, and 
gasoline in competition with private 
retailers. Attention is now turning to 
the question of whether or not this 
same technique can be successfully 
applied to groceries, meat, and cloth- 
ing. Farm supply coöperatives are 
opening consumer goods departments, 
and buying clubs in the cities and 
small towns are expanding into retail 
store operation. It is this new trend 
of the coöperative movement that is 
causing so much concern to the private 
merchant and giving added social sig- 
nificance to the coöperative program 
in our urban and industrialized nation. 
The comparative cost of codpera- 
tive retailing is one of the factors af- 
fecting successful competition with 
private merchants. The expense of 
bridging the gap between the whole- 
saler or producer and the consumer is 
of prime importance to any retailer. 
It partly determines the ability of the 


cooperatives to pay dividends and to 
serve the consumer effectively. How, 
then, do the retailing costs of the co- 
operatives compare with those of their 
private competitors? 

In the realm of farm supplies, co- 
operatives have appreciably reduced 
retailing costs to their patrons. The 
substantial reductions im fertilizer 
prices and the dividends to members 
of gasoline and oil associations in the 
Middle West are well known. How- 
ever, farmers have begun to realize 
that only one third of their cash ex- 
penditures are for farm supplies, and 
in both rural and urban areas the co- 
operative method is being applied to 
many other fields of retailing. There 
are codperative burial societies, insur- 
ance companies, restaurants, and gro- 
cery stores. 

The most typical consumers’ co- 
operative enterprise in both rural and 
urban areas, aside from the gasoline 
and oil associations, is the general 
merchandise store. These stores 
carry groceries and meat as their prin- 
cipal Imes. Many of them also sup- 
ply such other needs of their members 
as clothing, hardware, gasoline, and 
farm supplies. Their nearest coun- 
terparts in private business are the 
country general stores found in many 
small towns and rural communities, 
although their greatest competitors 
are often specialized chain stores. 


Basts or COMPARISON 


In the accompanying table, the co- 
operative general merchandise store 
has been selected for comparison with 
the most nearly similar private con- 
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cern, the country general store. Al- 
though general merchandisiag repre- 
sents but one aspect of reta.lirg, the 
relation between codperative and pri- 
yate operating expenses is probably 
much the same in many other types of 
business. In fact, consumes’ socie- 
ties operating general stores face a 
relatively difficult competitive situa- 
tion. The conduct of such an enter- 
prise entails considerable capital and 
the handling of a complex variety of 
merchandise. In addition, the gross 
cperating margins are relatively the 
same as, or lower than, for other types 
cf retailing units to which the-co5pera- 
tives also bear a resemblance: 

Three geographically and histori- 
cally different groups of consumers’ 
coéperatives have been considered. 
Two of the groups include success- 
ful and well-established codperatives, 
while the third is cgmposed >f newly 
arganized societies, many cf which 
have ceased operations simce they 
were surveyed. 


Description of groups 


The first embraces sixty stores op- 
gtated by societies In small towns of 
Minnesota, Wisconsin, and aorthern 
Michigan. The earliest of these stores 
was opened thirty years ago by Fin- 
nish immigrants, and the majority 
have been operating for ten to fifteen 
years. They are federated ith the 
Central Coöperative Wholesale Soci- 
ezy at Superior, Wisconsin, elthough 

*Dun and Bradstreet 1936 Retell Survey 
reports gross margins as a percentege of net 
seles for all concerns reporting in exch of the 
classifications as follows: Countgy gen=ral stores, 
17.8; grocery stores and filling statons, 17.1; 
grocery stores, 17.4; grocery and mezat stores, 
18.8; filling stations, 24.0; small c=partment 
stores, 26.4; hardware stores, 30.0. The divi- 
sion of retailmg expenses among tLe various 
items is substantially the same for th- first four 
types of stores. Urban stores in each group 
have higher expenses than rural ores, chiefly 
because of higher rent and wages. 
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the majority of them are located in 
Minnesota. Their membership in- 
cludes small farmers and workers in 
the lumber industry and in the iron 
mines. The chief business of these 
stores is in food products, although 
they ako sell clothing, hardware, farm 
supplies, and gasoline. 

A chain of stores in seven small 
towns :n southeastern Ohio comprises 
the sezond group considered. The 
first store was opened at Dillonvale by 
Czech -niners thirty years ago, and the 
last at Cadiz in 1935. Members are 
principally coal miners, steel workers, 
and fazmers. The merchandise han- 
dled is much the same as in the case of 
the Minnesota and Wisconsin stores, 
and wikolesale purchasing for the scat- 
tered chain of enterprises is done col- 
lectiveby. 

The final group is composed of 
twenty-four codperative stores in Cali- 
fornia. All but one of these were less 
than tivo years old when surveyed 
during 1935, and many had only re- 
cently advanced from the buying club 
stage into retail store operation. 
With lktle capital or experience, and 
withou: adequate wholesale facili- 
ties, thay are representative of many 
newly established societies. More 
than half of these societies opened 
stores with fewer than fifty members 
and wilh an average capitalization of 
less than four hundred dollars. A ma- 
jority of the stores were located in the 
city of Los Angeles or surrounding 
suburbs, and handled groceries, meat, 
and some general merchandise.2, The 
membership, predominantly native 


*These California coperatives are more 
nearly comparable to grocery and meat stores 
than to country general stores. Their average 
gross operating margins, 18.8 per cent, might 
have beer compared with those of grocery and 
meat stores on the Pacific Coast, 19.5 per cent, 
as reported by Dun and Bradstreet, as well as 
with the Pacific Coast country general stores, 
18.9 per cent. 
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born, was originally interested in the 
societies as reform organizations. 


Statistical description 


Statistics for private stores are for 
country general stores and are based 
upon the Dun and Bradstreet 1936 
Retail Survey covering operations in 
1935. 

The Minnesota Region includes 
stores in the West North Central 
States; the Ohio Region, the East 
North Central States; and the Cal- 
fornia Region, the Pacific Coast 
States. 
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Statistics for the codperative stores 
are based on their 1935 audited re- 
ports, except for those of California, 
which are from the Handbook of Con- 
sumers’ Coéperatives in California, 
prepared by a research project of the 
California Relief Administration, and 
are for the month of July 1935 only, 
although sales per store have been 
placed on a yearly basis. 

The Dun and Bradstreet statistics 
are median figures; those for the co- 
operatives are arithmetical averages. 
As Dun ard Bradstreet experience in- 
dicates thet “the median figure is usu- 


COMPARATIVE OPERATING COSTS OF REPRESENTATIVE COOPERATIVE AND 
PRIVATE STORES, 1935 


National Totals Minnesota Ohio California 
of Private Stores Region Region Region 
Type and Locality ; 
of Stores Stores with 
: All Sales | Chain} Codp-| Pri- | Cotp-| Pri- | Coöp- Pri- 
Stores} $50,000- |Stores*/erative] vate jer%tive] vate |erative| vate 
$100,000 
Number reporting.......... 2.046 202 112 60| 415 7| 289 2A! 139 
Sales per store (in dollars) ..../18,000) .... 66,500) 85,500) 23,000) 77,000) 21,000) 11,000) 28,000 
Percentage of net sales: 
Cost of goods...........- 82.7 80.7 73.8 | 86.0 | 33.0 | 81.5 | 83.1 | 81.7 | 81.1 
Total overhead...........| 15.6 17.5 22.5 | 10.91 15.7 | 14.4 | 15.9 | 14.4 | 16.7 
Pay roll®............261 10.8 9.8 10.6 6.1} 9.6; 8.7 | 19.8 6.2 | 9.4, 
Bent ic ccssaewack Codes!) 18 1.3 2.3] 0.2) 15] 0.6), 1.4] 4.8] 1.5 
Advertising............/ 0.4 0.6 0.8; 0.2} 05| 02| 0.6] 07| 0.4 
Utilities... a.na nanenan 0.8 0.6 0.7; 0.541 0.9) 0.9) 0.9) 1.0) 07 
TARES ..66icceavicnadses|. 07 0.6 0.7] 0.4] O.7 | 0.6] 0.7] 0.8] 0.6 
All other. ..........0.. 1.9 4.6 7.41 3.5] 25) 3.4) 2.01 0.91 4.1 
PTOUG EE T b Lew 1.8 3.7 | 3.1 13] 4.1 10/ 39| 2.2 
Gross Margin. .........- 17.3 19.3 96.2 | 14.0 | 17.0 | 18.5 | 16.9 | 18.3 | 18.9 
Cost of retailing to con- 
sumer °, ; 17.3 19.3 26.2 | 10.9 | 17.0 | 14.4 | 16.9 | 14.4 | 18.9 
Inventory turnover (times : 
per year)...... 3.8 3.9 4.5] 8.2] 3.5| 68] 3.4] a | 4.7 
Per cent of ‘stores: making 
profit .. sito .| 54.0 70.0 59.0 | 95.0 | 55.0 ]100.0 | 53.0 d 63.0 





+ 
® The “chain stores” are affiliated with chain enterprises of from four to twenty-two units. 


b Pay rolls include salaries and wages. 


In those cases where no owner’s salary is reported by the 


private enterprise, the usual owner’s salary for that size of concern is added to the expenses and de- 
ducted from the profits, according to Dun and Bradstreet. 

e“ Cost of retailing to the consumer” does not appear in the Dun and Bradstreet survey. It is 
considered to be overhead expense plus profit, or gross margin, for private stores; for codperative stores 
it is given as overhead expense only, as the profits belong to the consumer. 


4 Not reported. 
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ally somewhat less than the average 
figure for the same ‘group of “igures,” 
the statistics for the private enter- 
prises might have been somewhat 
higher if arrived at by the same pro- 
cedure as that used for the codpera- 
tives. 

All of the private country general 
stores and most of the codperetives 
were located in towns of less taan 20,- 
000. The private and coöverative 
statistics are not entirely comzazable. 
The variables of time, location, size, 
type of business, and methocs of re- 
porting costs are too many aad com- 
plex to allow more than approximate 
sinilarity in classification; ner is the 
sample of codperatives sufficiently 
large to justify unalterable canclu- 
sions. However, the statistics un- 
doubtedly indicate certain unnistaka- 
ble and important tendencies.. 


SUMMARY OF TABLE 


The statistical analysis given in the 
table shows that the 1935 retailing 
costs for these codperatives were less 
tkan for similar private business. 

1. The total overhead expenses of 
each of the three representaziv2 co- 
operative groups compare fevorably 
with those of private stores in their 
areas and on a national bass. The 
stores affiliated with the Central Coöp- 
erative Wholesale Society had over- 
head expenditures equaling =pproxi- 
mately 11 per cent of their nat sales, 

¢ against nearly 16 per cent for the 
other retailers in the region. Those 
stores centering around Didonvale, 
Ohio, and the California coéperatives 
spent 14.5 per cent of thek net sales, or 

* The difficulties of securing adequate statis- 
tics have been noted in J. L. Palmer, “Evalua- 
ticn of Consumers’ Coéperation from 1 Market- 
ing Standpoint” (address before the National 
Association of Marketing Teachers, Chicago, 
Dec. 30, 1936), and S. L. Miller, “Tota. Sales 


Volume of Consumers’ Codperatives Smell De- 
sp-te Recent Expansion,” Annalist, Sert. 4, 1938. 
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1.5 to 2 per cent less on overhead than 
did the private entrepreneurs in their 
areas.* 

2. The profits of the codperatives 
varied irom 8 to 4 per cent of their 
sales, az contrasted with 1 or 2 per 
cent for the private retailers and 4 per 
cent for the chain stores. The com- 
paratively large profits of the codpera- 
tives result in part from their desire to 
return substantial dividends to their 
members. These profits added to 
their overhead costs made the gross 
mergins of the codperatives more 
nearly s_milar to the statistics for pri- 
vate business. But only for the Dil- 
lonvale codperatives was it higher 
than for the other stores in the same 
region. 

3. The total cost of retailing to the 
consumer was substantially lower for 
the cotperatives than for the pri- 
vate stcres. The codperative mem- 
ber pays a cost equal to the overhead 
expense alone. He receives the profits 
as dividends or as added capital value 
to the enterprise which he owns and 
directs. The patron of the private 
enterprise, on the other hand, pays a 
total cost equal to the gross margin, 
as the pwofits in this case are kept by 
the entr2preneur. 

An aralysis of the statistics points 
oui that the average member of these 
codperalives paid a total cost of retail- 
ing of from 11 to 14.5 cents on each 
dollar of merchandise he bought. The 
consumer buying at the privately 
owned s-ores paid from 17 to 26 cents. 
The retziling costs of the chain enter- 


tA study by Florence E. Parker of fifty-two 
codperative general merchandise stores showed 
average ccsts to be 15.4 per cent of net sales in 
1933. “Cmeration of Local Consumers’ Co- 
operative Societies in 1933,” Monthly Labor 
Review, Nov. 1934. This higher cost may have 
been due in part to the depression situation, 
which low2red sales more than overhead costs, 
as a similzr study in 1929 showed costs of 11.5 
per cent. 
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prises were the largest of all. They 
exceeded those of other private enter- 
prises in nearly every item of expense. 

4. The statistics also show a greater 
percentage of the coöperative stores 
than of the private concerns to have 
been profitable. Virtually all the co- 
operatives made a profit in 1935, while 
only between a half and three fourths 
of the private concerns so reported. 
This is due in part to the predilection 
of private owners to continue opera- 
tions for a time even al a loss, if they 
anticipate profits in the future. Co- 
operatives, on the other hand, almost 
invariably disband if they are operat- 
ing at a loss, and many disintegrate 
even though profitable, if the divi- 
dends are not substantial. 

The California codperatives are a 
case in point. When first organized, 
the members expected dividends of 10 
per cent on their purchases, which 
they understood was the average in 
England. Their codperatives paid 
them dividends of only 3 or 4 per cent, 
however, and these only at the end of 
three or six months. Such small divi- 
dends, representing very high profits 
on sales from a merchant’s viewpoint, 
and which would net him much greater 
profits on his invested capital, con- 
vinced many of these codperators that 
their societies had failed. They with- 
drew their capital and patronage, and 
a. substantial number of the twenty- 
four codperatives here considered 
have since ceased operations. 


ANALYSIS OF OPERATING 
EXPENSES 


The statistical evidence implies that 
consumers’ codperatives may perform 
the retailing function at less cost to 
the consumer than private business. 
This conclusion, however, runs coun- 
ter to the general belief that the dem- 
ocratic government of codperatives 
and the relative absence of financial 


117 


incentives on the part of employees re- 
sult in inedficiency. But by studying 
the individual items of expense in 
greater detail, logical causes for the ap- 
parent savings can be found. 

The costs for the codperatives were 
generally lower in every item of ex- 
pense except utilities and the total 
miscellanesus expenses. These sav- 
ings can b2 explained, in part at least, 
without any reference to such intangi- 
ble factors as the relative efficiency of 
management in independent, chain, 
and codperative enterprises. In fact, 
these savings arising out of the meth- 
ods and neture of codperative business 
make any comparison of private and 
codperative managerial ability impos- 
sible. The factors affecting codpera- 
tive cost of retailing in its relation to 
private costs are considered below. 


Salaries and wages 


The greatest single saving in retail- 
ing costs for codperatives appears to be 
in salaries and wages. Average pay- 
roll costs for the groups of codpera- 
tives studied varied from 6 per cent to 
8.5 per cent of net sales. Average 
private costs varied from 9.5 to 10.5 
per cent. These reduced expenses did 
not come from low wages and long 
hours. The typical weekly wage for 
the sixty employees of the Dillonvale 
group of codperatives was $25. The 
minimum wage was $18 in the Cloquet 
society of the Central Coéperative fed- 
eration, tae only association in that 
area on which information is available. 
These wages evidently are m excess of 
those paid by similar private enter- 
prises in therr localities.” 

It is likely that wages of codpera- 
tive employees are higher than those in 
private enterprises in the United 
States, as is the case in Europe. This 
can be atiributed to. the liberal tend- 


5 See Bureau of Census, Census of Business, 
1935 (Retail Distribution, Vol, 4). 
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-encles of the employers, the zonsum- 
ers, and to the fear of strikes which 
would alienate many labor sympathiz- 
ers among the members. 

Reduced pay-roll costs may come in 
the form of donated time by boards 
of directors and committees volun- 
teer work by members, and lerge vol- 
ume of sales per clerk. Audi-ing and 
education committees unvezsally 
serve without pay. The amouat of 
volunteer service in a codperative is 
almost always greater in tke early 
stages, when the retail store takes the 
place of the buying club. As the co- 
operative becomes better estzblished, 
it depends less on donated labor and 
hires full-time employees. One third 
of the recently organized Califcrn_a co- 
operatives reported that their manag- 
ers received no pay, while a number of 
their clerks were likewise contributing 
their labor. Naturally this gift of la- 
ber by full-time employees cannot 
continue indefinitely, but it is usually 
ar. important factor during the 2arly 
stages of a society. 

High sales per clerk in some stores 
result from short hours, bulk sales of 
fast-selling items, and large volume 
ard rapid turnover of merchandise 
in the store. At times they may come 
from the cutting of special services to 
a minimum, 


Rent and utilities 


Rental costs as a percentag> of net 
sales for the Ohio and Mmnesota 
groups of codperatives were consider- 
ably less than those of the average 
private enterprise. The Celifornia 
cobperatives, however, e showel a 
greater item for rent, due mzin:y to 
the fact that a number of the new co- 

€This variation in cost is explained abo by 
the fact that the Dun and Bradstreet statistics 
on rent are typical for those stores reporting 
rent. The others presumably owned zhek own 
buildings and thus had higher taxes, deprecia- 
tion, and other costs. 
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operatires had moved into buildings 
larger and more favorably located 


‘than their existing business war- 


ranted, hoping “to grow into them.” 
Also, a large number of codperatives 
in this group were located in the city 
of Los Angeles, where rents were 
higher. 

Codperatives may have lower ren- 
tal costs than private enterprises for 
several reasons. They are more likely 
+0 own their own buildings, which are 
sometimes constructed by the mem- 
bers themselves. They may locate on 
less costly sites, as around the ‘corner 
from the private store on the main 
street, and still retain their clients. 
However, if the codperative seeks a 
large amount of non-member business, 
it must choose its location accordingly. 

Well 2stablished codperative stores 
also tend to have greater sales volume 
per store. This is demonstrated by 
the comparatively large annual busi- 
ness volume of the Ohio and Minne- 
sota codperative concerns, which aver- 
aged nearly four times that of similar 
private stores in the same regions. 
The English codperatives, as a further 
example, conduct over 10 per cent of 
the national retail trade in 2 per cent 
of the retail outlets and with 7 per cent 
of the retail employees. 

There.appears to be no uniformity in 
either ccéperative or private costs for 
light and heat, nor any reason why 
costs for either group should be more 
or less. 


Advertiang 


Advertising by codperatives takes 
& different and generally less costly 
form than that considered essential 
by private enterprise. It is largely 
education. Instead of newspaper ad- 
vertisements and special sales, the co- 
cperatives hold educational classes 
and summer vacation camps. They 
distribute books, pamphlets, and peri- 
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odicals regarding coöperation. Since 
the educational activities are gener- 
ally conducted by volunteer commit- 
tees, the cost is not great. The Minne- 
sota and Ohio groups spent .2 of 1 
per cent of their net sales on educa- 
tion and advertising, while the aver- 
age for private stores varied from .4 
to .8 of 1 per cent. Again, the Cali- 
fornia co6peratives spent more than 
the other codperative groups, because 
of their recent development and the 
consequent necessity for considerable 
educational effort. 


Taxes 


Tax savings by coéperatives are not 
of great significance. The statistical 
comparison indicates that the Minne- 
sota and Ohio groups of codperatives 
had slightly smaller tax costs than pri- 
vate enterprises in their regions, 
whereas the California group had a 
greater tax expenditure than the aver- 
age private store. 

Codperatives are responsible for the 
same property and license taxes as 
their competitors, and these taxes ac- 
count for the greater part of the tax 
bill of a retail enterprise. Only as co- 
operatives secure properties of lower 
valuation, are exempted from income 
and profit taxes in certain states and 
by the Federal Government, or es- 
cape special chain store taxes, are they 
favored.” 


Other expenses 


In other expenses, it is impossible 
statistically to compare the consum- 


*The Federal Government exempts societies 
composed of farmers from income taxes, but not 
urban groups; and exempts from the surplus 
profits tax, net income reserved for payment of 
dividends. A recent survey by the Consumers’ 
Project of the Department of Labor reports that 
four states exempt consumers’ codperatives from 
state Income taxes, while twenty-six states do 
not. 
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ers’ associations with private business. 
These expenses cover a wide variety 
of items and vary considerably be- 
tween all types of private and codp- 
erative enterprise. Delivery costs, in- 
surance, losses from bad accounts, ex- 
tension of credit, and depreciation and 
repairs figure prominently in this mis- 
cellaneous category. This item is par- 
ticularly large for the chain stores, 
partly because they pay service 
charges to their central organiza- 
tions. 

Delivery and extension of credit are 
special services to the consumer which 
may substantially raise operating 
costs. While no information is avail- 
able on the delivery policies of the pri- 
vate and codperative stores, appar- 
ently the codperative principle of “no 
credit” affords an opportunity for 
operating economy. The principle is 
not always followed, however. The 
California and Minnesota coöpera- 
tive groups sell predominantly for 
cash, but the Dillonvale stores extend 
credit to many members. They are 
protected from substantial losses on 
bad accounts, nevertheless, by requir- 
ing a thirty-dollar deposit, in addition 
to forty dollars invested in share cap- 
ital, before opening a credit account 
for a member. The Dun and Brad- 
street survey, on the other hand, shows 
that three fourths of the private stores 
extended credit and that their credit 
sales averaged more than a third of 
their total sales. 

Several of these miscellaneous ex- 
penses are likely to be higher for the 
consumer-owned enterprises. Their 
policy of oWhing their own buildings 
increases the costs for depreciation and 
repairs. Office expenses may be 
higher because of the detailed account- 
ing necessary to record sales to mem-. 
bers and the expense of mailing letters 
announcing dividends, meetings, and 
social functions. 
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Turnover of merchandise 


The rapidity of turnover of mer- 
chandise affects all these itens of ex- 
pense, as a rapid turnover makes full 
use of the retailing facilities. The sta- 
tistics indicate that the imventory 
turnover of the codperatizes was 
nearly twice as rapid as that of the pri- 
vately owned stores. This may be due 
in part to their comparison vith gen- 
eral country stores, which aze noted 
for their slow-moving stocks’ How- 
ever, the codperatives have advan- 
tages resulting from an assured. mar- 
ket and close contact with their cli- 
entele. Members can be educazed to 
limit their choices to a few brands, or 
even to a single codperative brand, 
and can be circularized to discover 
complaints, suggestions, and desires. 
These factors often permit tie coöp- 

rative to carry small stocks ef quick- 
selling merchandise. ° 


Capital costs and capital incame 


Although no statistics are eveilable 
to compare costs of capital, 2oGpera- 
tive economies frequently bezin with 
this item. Codperatives secure their 
capital in the form of dues, member- 
ship shares, profits placed in = reserve 
fund, and the invested savings of mem- 
bers. Interest is usually a lcw, fixed 
rate, and sometimes it is not paid at all 
on membership shares. In ‘act, the 
reserve fund often earns interesz, and 
along with the dues and membership 
fees, it increases the net imome of 
many codperatives as much as 1 per 
cant.. This added income, nct shown 
in the table, allows codperatives to pay 


s The Dun and Bradstreet survey shcws the 
typical turnover for such types of Eusiness as 
grocery stores or combination grocer} ard meat 
stores to be eleven or twelve times a pear, as 
‘compared with approximately thre cr four 
times for the country general stores, and seven 
or eight forthe coéperative general merchandise 
stores. 
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dividends considerably larger than 
would the operating profit alone. 

‘Naturally, few codperatives utilize 
all these methods of economizing on 
their overhead expenses. But the pos- 
sibilities are nevertheless present, and 
are employed to some extent by most 
consumer enterprises. It is interest- 
ing to note that many of the factors 
affecting the overhead costs of coöp- 
eratives in this country apply to con- 
sumer-owned stores in Europe as well.® 
There the codperatives have had other 
advantages, since they were the first 
large-sqile retailing systems, and had 
the opportunity to break a number of 
private manufacturing monopolies. 

Despite certain advantages in retail- 
ing expenses, history amply attests the 
fact that American consumers’ coöp- 
eratives have failed in great numbers. 
Their feilures have been due in part to 
insufficzent capital, lack of support by 
membe-s, poor management, internal 
conflicts, and various external compet- 
itive coaditions. 


Orarer COMPETITIVE Factors 


There are other important compet- 
itive factors, in addition to retailing 
costs. ‘They include the variations in 
the whalesale cost of merchandise to 
chain enterprises, independent entre- 
preneurs, and codperatives, and the 
service and the quality of products of- 
fered by each. Certain intangible in- 
fluences, such as the desire for social 
reform, which bear upon the interest 
Americans may take in codperative 
effort, and the rôle the government 
may plzy in the field of distribution, 
also will have their effect on the future 
of the codperative movement. 


Wholesaling facilities 
In order to furnish their members 


£ See Jecob Baker, et al., Report of the Inquiry 
on Codperative Enterprise in Euorpe (Wash- 
ington, L. C., 1937), pp. 59-63. 
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with similar or better quality products 
and service at an equivalent retail 
price, the codperatives must be able 
to purchase at favorable wholesale 
rates. At the present time, codpera- 
tive wholesales are not so well organ- 
ized and do not amass so great buying 
power as do those of many of the chain 
enterprises and the larger federations 
among the independents. Large num- 
bers of the codperative groups are in 
the same position as local independents 
unaffiliated with a voluntary chain. 
Some Los Angeles codéperatives in such 
a situation found that they could not 
buy at wholesale as cheaply as chain 
stores sold at retail. Other societies 
are members of new wholesale groups 
from which they purchase more be- 
cause of duty than for any savings in- 
volved. 

The sheer vastness of America im- 
poses an obstacle in the way of amal- 
gamation of scattered, spontaneous 
local societies into effective wholesale 
federations. Four codperative whole- 
sale groups dealing in consumer goods, 


however, are now well established: 


Others are in the process of develop- 
ment, while several of the larger whole- 
sale federations of farm supply houses 
are now starting to handle consumer 
goods. Itis this expansion of the farm 
supply organizations into the con- 
sumer field that may open the greatest 
wholesaling facilities to consumers’ 
groups in the next few years. 

As yet, probably not more than half 
of the consumers’ codéperative mem- 
bership in the United States is affil- 
lated with associations served by ade- 
quate wholesale societies. Nor are 
any of the codperative wholesaling fa- 
cilities comparable with those serving 
the larger chain organizations. Each 
of at least a half-dozen of the larger 
chains makes greater total sales than 
all the combined retail groceries and 
general merchandise stores operated 
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by consumers. One of these grocery 
chains has annual sales more than five 
times the national total for all types of 
codperative retail stores, and more 
than one hundred times greater than 
the total sales of the largest single fed- 
eration of codperative stores. 
Consumers’ societies also at times 
suffer from price discriminations by lo- 
cal wholesalers or from boycotts insti- 
gated by the private competitors of 
the codperatives. A Columbus, Ohio, 
consumers’ store has found it neces- 
sary to purchase some merchandise in 
Cleveland in order to avoid discrimina- 
tion, while Cleveland codperatives 
purchase the same commodities in Col- 
umbus. Although statistics are not 
available to compare wholesale or man- 
ufacturers’ prices for. codperative and 


‘private stores, it seems likely that the 


advantage is with the latter. 


Wholesaling expénses 


While coédperative wholesale con- 
cerns handling consumer goods have a 
relatively small buying power, their 
costs of operation are low. Overhead 
expenses for thirteen representative 
coéperative wholesale organizations 
handling petroleum products, farm 
supplies, and groceries, varied from 3 
to 8 per cent of their sales, although 
one had costs of 13 per cent. The aver- 
age overhead expenses of representa- 
tive private wholesalers in similar 
fields varied from 9 per cent for gro- 
cery wholesalers to 13 per cent and 
more for wholesalers of farm supplies, 
general merchandise, dry goods, hard- 
ware, and petroleum products.?° 

The greatest savings for the coöp- 
eratives are in selling and advertising 
expenses. While these were negligi- 
ble for the codperatives, they varied 


See Dun and Bradstreet, 19386 Manufactur- 
ing and Wholesaling Surveys, for statistics on 
private wholesalers. These wholesaling costs 
do not include transportation of merchandise. 
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from 3.5 to 8 per cent of the sales of 
the private wholesalers, or as much as 
the total wholesaling costs for the co- 
operatives. 

An added advantage for the con- 
sumer-controlled wholesale organiza- 
tions comes in the return of the 
profits to the retail stores. In addi- 
tion to overhead charges, typical prof- 
itable private wholesalers reported 
profits varying from 2 to 10 per cent, 
depending on their type of business. 
These profits increased their gross 
wholesaling charges to 11 per cent of 
net sales in the grocery field and to 30 
per cent in petroleum products. It 
appears, then, that if the codperetives 
had as great buying power as private 
wholesalers and could make their pur- 
chases as cheaply, they could furnish 
their retail outlets with merchandise’ 
at a substantial saving. 

Although the Amevican consu ners’ 
ecéperatives have not as yet gone into 
production on an extensive scale, they 
meet much the same problems ir this 
field as in wholesaling. They have 
the competitive advantages of a 
known and assured demand, minimum 
ac.vertismg and selling expenses. and 
the refunding of profits to purchesers. 
However, they must meet the obstacle 
of producing in competition with 
large-scale established private imdus- 
try. 


Service to the consumer 


All the factors mentioned above af- 
fect the ability of the codperativ3s to 
serve the consumer effectively. The 
consumer judges the economic value of 
coSperatives by prices, service, and 
quality of merchandise. While the 
consumers’ Judgment is very rough 
and frequently biased, it will largely 
determine the future of the movement. 

Competition and the codperative 
policy of selling at market price tend 
to equalize prices with private eatre- 
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preneurs. The consumer societies, 
however, often stress quality more 
than dc their competitors. Some of 
them specialize in merchandise which 
has been tested and graded by private 
or government agencies. However, no 
adequate information is available on 
the relazive prices, quality, and service 
of codperative as compared with pri- 
vate stares. 

The development of the codpera- 
tives into efficient distributive systems 
also derends upon the reaction of the 
American people to the movement. 
The obstacles of geographical size, ra- 
cial and economic heterogeneity, mo- 
bility cf population, individualistic 
temperament of the people, and lack 
of thrift-ness are wellknown. The de- 
sire for social reform, for economic sav- 
ings, ani for high quality goods are 
equally well known as facilitating fac- 
tors. 


Legislation 


With the growing intervention of 
the state in economic affairs, the atti- 
tude of local and national governments 
toward zoöperatives is of increasing 
importance. While taxation and 
credit fevors have been of negligible 
influence to urban societies in the past, 
they may basically alter the competi- 
tive problem of the codperatives in the 
future. 

Fair trade and price mainte- 
nance lews also affect the codpera- 
tives. The recent Robinson-Patman 
ant-pric3-discrimination law provides 
that cotperative dividends shall not 
be consicered an unfair trade practice, 
and by limiting certain buying advan- 
tages of Large purchasers, may aid the 
codperat.ves. At least one of the 
states wiih price maintenance laws ex- 
empts th= consumers’ societies from its 
provisiors. Any governmental assist- 
ance to the consumers’ enterprises, 
however, is being opposed by private 
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merchants. Such organizations as the 
United States Chamber of Commerce 
are demanding that codperatives re- 
ceive no financial support or other as- 
sistance from the Federal Govern- 
ment." 


EFFECT on Private RETAILING 


Regardless of its business success, 
the codperative movement is having 
and will have profound effect upon the 
American retailing system. This ef- 
fect, at least in the near future, will 
not be in the form of substantial dis- 
placement of private enterprise. Even 
if the American coéperatives should 
grow at the rapid rate of the early 
stages of the Swedish movement and 
quadruple their business in the next 
ten years, in 1947 they would still be 
doing not more than 5 per cent of the 
total national retail trade. 

There may be considerable displace- 
ment of private enterprise, however, in 
certain fields. In rural regions, in 
small towns, or among racially iso- 
lated groups, the codperatives may ex- 
perience considerable growth. Favor- 
able opportunities also exist in fields of 
retailing and service where there are 
wide margins and few chain enter- 
prises, and where the commodities or 
services are of major and continual 
importance to consumers. The devel- 
opment of gasoline and oil associa- 
tions in the Middle West is an illus- 
tration. 

In specialty lines, such as five-and- 
ten-cent stores, codperative growth 
probably will be negligible, and it 
is likely to be slow in highly competi- 
tive fields such as food distribution, 
where consumers’ savings, without 
great wholesaling and production fa- 
cilities, are small. 

The major influence of the codpera- 


H See Chamber of Commerce of the United 
States, Codperative Business Enterprises Oper- 
ated by Consumers, Oct. 1936, p. 31. 
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tives on the general retailing system in 
the next few years will probably be to 
educate private retailers to the faults 
organized consumers find with the 
present system. ‘These are commonly 
considered to be misleading advertis- 
ing, insufficient labeling of goods, poor 
quality merchandise, high profits, inef- 
ficient operation, and such restraint 
of competition as monopolies and price 
fixing. 

Some private stores have recently 
responded to consumer criticism by 
publishing information on “How to 
Buy” for low price and high quality. 
A few grocery stores are labeling their 
products with government grades. 
And independent merchants are form- 
ing associations not only to purchase 
more advantageously but also to aid 
in modernizing their stores and in cut- 
ting costs of operation. They also 
wish to “teach he public the value of 
the profit motive and of private enter- 
prise.” 

These developments are in part 
due to the stimulus of the con- 
sumer education movement sponsored 
by private and government agencies, 
as well as to consumer-owned bysi- 
ness. 


CONCLUSION 


In conclusion, it appears that Amer- 
ican coéperative enterprises retailing 
consumer goods have definite oppor- 
tunities to keep their costs of operation 
below those of similar private business. 
This advantage, however, is not suffi- 
cient to assure their success in offer- 
ing consumers high quality goods and 
services at a low cost, unless large 
wholesale facilities are established and 
unless the codperative program itself 
appeals to large numbers of Americans. 
In the next decade the movement is 
not likely to displace private enterprise 
to an appreciable extent, although it 
may have considerable growth in cer- 
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tain fields. Private retailers may im- particularly because of this expression 
prove their business methocs, how- of consumer discontent with existing 
ever, because of this competition and retailing methods. 
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Codperative Insurance and Finance 


By Morray D. LINCOLN 


ARDINAL among the guiding 
principles of codperative eco- 
nomic action is that of entering a 
business only when there is an oppor- 
tunity to improve upon the service, 
the quality, and the cost of commodi- 
ties or services rendered by private 
business. 

Coéperators have not only believed 
it possible to better the record of the 
private insurance companies, but have 
actually demonstrated that it could be 
done. The success of codperative in- 
surance is not confined to any single 
field, but covers the whole range of 
fire, casualty, and life protection. 


BEGINNING OF COOPERATIVE 
INSURANCE 


In Ohio in 1919 a small group of 
farmers decided that voluntary co- 
operative effort was a mechanism that 
might be applied to solve some of 
the economic and social problems 
confronting agriculture. This group 
formed the Ohio Farm Bureau Federa- 
tion, a federated group of county farm 
bureau organizations. After seven 
years of codperative purchasing and 
marketing of agricultural supplies and 
products, the members began to ques- 
tion what they believed were exces- 
sive rates for automobile insurance. 
The Farm Bureau Mutual Automo- 
bile Insurance Company was organ- 
ized as a result of the investigation 
they made. Capital for the new co- 
operative insurance company was 
$10,000 appropriated by the members 
from dues income of the Farm Bureau 
Federation for the year 1925. The 
progress of the company to date can 
best be shown by the following tabu- 
lation of admitted assets: 


1926 pers. seustereeses $114,100.40 
EA See ER eae 459,362.14 
FOZ 8 isis enews waves 1,023,123.78 
cE! kU ee nen acre 2,241 302.47 
Ly eee ee re ee 3,130,657.90 
1986 3648 ETTET T 4,460,155.79 
DU DOs o's sk eb pale ate ae §,232,000.00 


This growth, it should be noted, 
took place in the face of the keenest 
competition, and during a decade of 
which five years were years of business 
depression. Even more significant is 
the fact that the premium charged 
when the company began operation 
was approximately 40 per cent lower 
than stock company rates. Present 
rates are still from 17 per cent to 25 
per cent lower than stock company 
rates, and the* codperative, notwith- 
standing, has accumulated assets of 
$5,232,000, surplus and reserves of 
$1,172,255. 

The claim service of the Farm Bu- 
reau Mutual Automobile Insurance 
Company is as prompt and just as that 
of any other company operating in the 
territory. Claims paid in the last two 
years were: 
$903,737 - 

820,227 

Because these coöperators own their 
automobile insurance company, they 
control the investment of their 
own money accumulated reserves. 
These reserves have provided the nec- 
essary capital to organize a coöpera- 
tive fire insurance company, the Farm 
Bureau Mutual Fire Insurance Com- 
pany, and to buy the controlling inter- 
est of a life insurance company which 
is now known as the Codperative Life 
Insurance Company of America. The 
capital stock of this life company is 
now being retired as rapidly as pos- 
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sible, in order to complete the reozzan- 
ization of the company as a iru= co- 
operative. 

The members of the Farm Brreau 
Federation in Ohio later investec an- 
otner portion of their reserves ix the 
Okio Farm Bureau Corporatior, which 
in turn provided the capital sor two 
cooperative service organizaticns, the 
Farm Bureau Agricultural Crecit Dor- 
pozation and the Farm Bureaw Cz6p- 
erative Association, of which the letter 
is the buying and selling organmation. 

These cooperative insurance com- 
panies now make mortgage læns to 
individuals and codperative soziezies. 
They have furnished the Ohio Farm 
Bureau and its affiliates with a home 
for their rapidly expanding act-vites, 
anc have contributed over $500 00] in 
the last ten years for educational and 
promotional activities. 

Thus coéperators are finally dcmg 
for themselves, with more ecchomy 
and effectiveness, things which private 
business has previously done fr its 
own profit, and these activities ire 
mace possible only by the capital that 
consumers have furnished. Mosz p=o- 


ple do not realize that they furnish’ 


te money that makes their own 2x- 
ploitation possible. 


THe Broan PROBLEM. 


The above story emphasizes th= tro 
major benefits of codperative sar- 
ance: first, considerable saving œ in- 
surance costs; second, ownership and 
control of capital by those who con- 
tribute. This naturally leads to < d:s- 
cussion of the broad problem oi tae 
interzelationship between, msuranze 
and ñnance to which codperators are 
now addressing themselves. 

Insurance companies constitue a 
finance system second only to the 
banking system. In fact, the irsur- 
ance company premium collections az2 
now larger than bank deposits. And 
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the banks, according to Justice Bran- 
deis, have secured control of the large 
insurance companies through various 
corporata devices such as interlocking 
directoretes, stockholdings, voting 
trusts, “joint transactions, gentlemen’s 
agreements, and ‘banking ethics’ which 
eliminate competition among the in- 
vestment bankers.” 1 
To cite a case In point: 


The Pujo Committee finds that the 
members c£ J. P. Morgan & Co. . . . hold: 

“One humdred and eighteen directorships 
in 34 banks and trust companies having to- 
tal resources of $2,679,000,000 and total de- 
posits of $2 ,983,000,000. 

“Thirty directorships in 10 insurance 
companies having total assets of $2,293,- 
000,000. i 

“One hundred and five directorships in 
32 transpoztation systems having a total 
capitalization of $3,339,000,000. 

“Twenty-five directorships in 12 public- 
utility corporations having a total capitali- 
zation of $2,150,000,000. 

“In all, $11 directorships in 112 corpora- 
tions having aggregate resources or capi- 
talization o? $22,245,000,000.” 2 


Twenty-two billion dollars is a vast 
sum of mcney, but when we consider 
the influence of such a sum over all 
the corporations with which these in- 
terests are “connected,” it becomes 
next to impossible fully to compre- 
hend the significance of the control 
they exercise over the corporations 
which serv2 us. 

Whoever finances a business con- 
trols it. ‘This is axiomatic, with but 
one exception. The public finances 
much business that it does not control. 

Coéperatives and codperators must 
control the:r own finances if they are 
to be assured control of their own 
enterprises. J. Ramsay MacDonald 
said in 1921: “No community can be 


t Louis D. Brandeis, Other People’s Money 
(Frederick A. Stokes Co., 1933), p. 8. 
= Ibid., p. 22 
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free until it controls its financial or- 
ganization.” And what community 
does? 

Capital is necessary in any business 
enterprise. It must come, however, 
from the owners or from outside 
sources. If private sources furnish 
- the capital, they hold in their hands 


the destiny of its object. This is gen- 


erally true whether the capital comes 
from an individual, a bank, or the gov- 
ernment. It does not apply univer- 
sally, of course, to the country banker 
or merchant, or even to some of the 
larger institutions. 
a system, in many cases the victims of 
the larger investment banking firms, 
just as is the consumer himself. 

The control of financiers has fre- 


quently been exercised to hinder the 
Says: 


development of codperatives. 
E. L. Meyer, New York Post col- 
umnist: 


The significance of what has taken place’ 


in France may be of great consequence to’ 
the codperative movement there, which 
has lagged behind other countries in its de- 


velopment. A story telling of the control. 


of the Bank of France by the 200 families 
in whose hands it was placed by Napoleon 
in 1800, perhaps explains at least one of 
the reasons for the lack of codperative de- 
velopment in that country. According to 
the author, the codperative movement in 
France has never advanced beyond the first 
stages because it was systematically boy- 
cotted by the central credit institute. 


Money AND CREDIT 


What the coöperative movement is 
trying to accomplish is a development 
of methods by which we may secure, 
through group action, a fair exchange 
of labor between individuals. 

At present, the money and credit 
system of the United States is not op- 
erated for the benefit of the masses. 
Like the systems of production and 
distribution, the monetary machinery 
is conducted largely for private profit, 


They are part of 
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and its control is highly centralized. 
It is this control of finance, with all its 
ramifications, that brings about the 
need and the opportunity for the co- 
operative movement. Finance is the 
lifeblood of monopoly. And the im- 
portant thing to remember is that it is 
largely accomplished through the use 
of the money and credit of the masses; 
profits and control go to the few. Ac- 
cording to Senator Norris, as stated in 
a, speech to the Senate in 1933: 


We are gradually reaching a time, if we 
have not already reached that period, 
when the business of the country is con- 
trolled by men who can be named on the 
fingers of one hand, because those men con- 
trol the money of the Nation, and that con- 
trol is growing at a rapid rate. There is 
only a comparatively small part of it left 
for them to get, and when they control the 
money, they control the banks, they con- 
trol the manufacturing institutions, they: 
control the aviation companies, they con- 
trol the insurance companies, they control 
the publishing companies; and we have had 
some remarkable instances of the control 
of the publishing companies presented be- 
fore a subcommittee of the Committee on 
the Judiciary. 

These corporations ee nothing. We 
had illustrations given us where a mage- 
zine would start out on a particular line, 
but would find itself called on the carpet 
by someone from one of these great insti- 
tutions. They were told what the policy 
must be. Absolute failure stared them in 
the face unless they obeyed. Through the 
control of advertising, which incidentally, 
to a great extent is handled by corporations 
which this money trust controls, they con- 
trol the avenues of publicity. 


Again, reports Senator Norris: 


Just a day or so ago, before the Commit- 
tee on Banking and Currency, it developed 
that Halsey Stuart & Co., one of the great- 
est houses of its kind, if not the greatest, in 
the United States, had hired a professor 
from a university to talk over the radio to 
the people of the United States. I have 
heard him, and I suppose all Senators have 
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heard him, telling how to invest money. 
Tkey call him “The Old Counsellor.” He 
was a professor from a university. —hey 
paid him, I understand, $50 a week. He 
did not prepare his addresses; Halsey Stu- 
art prepared them. They got them up for 
him, and all he did was to read them, and 
that is one of the ways they operate. That 
looks a good deal like the methods the pub- 
lic utilities companies have used to cortrol 
the public during all the years that Eave 
passed. 

Here were men and women with sme 
morey, savings, perhaps the proceeds of a 
life insurance policy to a widow ..., 
wanting to invest the proceeds, and they 
were talked to by the “Old Counsellor,” 
hired by Halsey Stuart & Co., paid by them, 
talking their words, not his, over the radio, 
giving their advice. They would naturally 
suppose he was a professor in a university, 
an economist, an honest man, and that he 
was giving his own ideas. When simmered 
down, the advice was that the securities 
they were advised to buy were securit.es 
which Halsey Stuart & C8., had for sale and 
which afterwards became practically worth- 
less, 


Cadperative institutions should sat 
up a service to advise members on in- 
vestments. 

Most illuminating information can 
be gleaned from the book, Other Pen- 
voles Money, written by Justice Brar.- 
deis, and the pamphlet, Spider Web cf 
Wall Street, by Senator Norris. Re- 
cent accounts of the change in owne- 
ship and control of the Bank of France 
from the hands of two hundred private 
individuals to the French Governmen: 
also indicate vividly the problem cc- 
operators are attacking. 

In 1924 a German professor ir 
Frankfort asked, “What is the coöp- 
erative movement in America doing te 
build its own finance system under its 

wn control?” “Unfortunately, very 
little, Professor, except with credit 
unions,” he was told; to which he re- 
pled: “You must do more or some day 
your codperatives will find themselves 


Tue ANNALS oF THE AmeERICAN ACADEMY 


inside a bottle with somebody else 
holding Lhe stopper.” 

The devastating effect of the control 
and mampulation of finance on com- 
munities and individuals has recently 
been demonstrated in the Eastern 
United Scates. A Congressional com- 
mittee studied the affairs of the 
Amoskeaz Manufacturing Company 
of Manckester, New Hampshire, after 
it went inzo receivership. The invest- 
ments of thousands of individuals were 
destroyec, workers thrown out of em- 
ployment. property values decreased 
by the loss of employment, and farm- 
ers’ markets ruined because of the 
cessation of wages to workers. 

Accordng to a newspaper report, 
the investigators found that appar- 
ently a group of officials had under- 
mined the finances of the company. 
Through the mechanics of bookkeep- 
ing and reraluation there was a mark- 
up in the assets of the company of 
more than $40,000,000. The plant at 
Manchester, which had been carried at 
a valuation of $3,000,000, was inflated 
to a value of $33,000,000. Inventory 
and other quick assets were inflated 
another $1¢,000,000, making a total of 
$42,000,000 of inflation. Men of big 
business, opposed to credit inflation, 
apparently are not afraid when it is of 
their own making. The public— 
workers and farmers of the community 
—were the real losers. This bears out 
the contention that the public finances 
business without any power of control. 


A CocGPrrAtivE PROGRAM 


In view of these conditions in insur- 
ance and finance, codperatives have 
planned the Zollowing program: 

First: Buid and consolidate coöp- 
erative insurance services. Too few 
persons realize the place that insur- 
ance can ani does play in the eco- 
nomic schem2. Insurance in its very 
essence is a coGperative project. It 
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furnishes a common ground on which 
everyone can unite. 

The control of industry and finance 
has been aided by the control of msur- 
ance company assets, using your 
money and mine. Investment port- 
folios of many companies contain the 
bonds and stocks of vast business en- 
terprises and monopolies. Thus the 
consumer, through paying premiums, 
provides the capital for taking profits 
from his purchases of commodities and 
other services. 

Codéperative insurance not only can 
serve in its primary function of trans- 
forming unknown hazards into known 
costs, but also can do much to help 
mobilize the people’s own capital into 
channels that will help to increase 
mass purchasing power and bring 
about improved social conditions, 
rather than detracting from them. 

Second: Build more codperatively 
owned financial institutions. The 
brightest spot in all financial history is 
the development of credit unions. 
Through this medium, people are con- 
centrating their financial resources, 
lowering interest rates, and freeing 
themselves from the machinations of 
the “loan sharks.” 

Third: Establish more agricultural 
finance codperative associations, as 
has been done in some states. The 
Farm Bureau Agricultural Credit Cor- 
poration in Ohio obtains loans from 
the Intermediate Credit Bank to 
finance farm operations and the pur- 
chase of farms and equipment, at a 
wholesale rate of 2 per cent interest. 
The Farm Bureau lends this money to 
its patrons to buy commodities and 
services. As a result, borrowers save 
10 to 24 per cent at the outset, which 
is the customary additional charge for 
credit purchasing. 

Countless farmers today use 36 per 
cent money, and as yet the credit 
unions have not been adopted in rural 


129 


districts as speedily as in urban cen- 
ters. Farm codperative purchasing 
and marketing associations should use 
codperative finance to provide credit 
to members and customers in order 
to avoid the necessity of conducting a 
credit business as a part of merchan- 
dizing operations. If this is done, one 
of the primary causes for the failure of 
codperatives—overextension of credit 
—-will be eliminated. 

Fourth: Seek legislation to make 
government credits available on a 
strictly business basis to coédperative 
societies. 

It should be particularly emphasized 
that this would not establish a new 
policy or precedent for government 
finance of business. The Reconstruc- 
tion Finance Corporation alone has 
loaned more than $8,000,000,000 to 
railroads, banks, trust companies, and 
insurance companies. Outright grants 
of property by*the Federal Govern- 
ment to railroads amount to 155 mil- 
lion acres—a territory larger than 
Germany or France, and nearly four 
times as large as all of New England. 
Outright gifts of cash by Federal, 
state, and municipal governments to 
various railroads during the nine- 
teenth century totaled almost $700,- 
000,000. 

A large part of existing legislation 
has been passed to help producer 
groups of business men, laborers, and 
farmers. Individuals as consumers 
have had almost no assistance or pro- 
tection from government. There is 
no reason why consumers as such 
should not have a credit system sim- 
ilar to the Farm Credit Administra- 
tion recently established for agricul- 
ture. The only reason this has not 
been done is because consumers have 
not demanded it. Under the present 
political system there is no more effec- 
tive way for the government to help 
build mass purchasing power—one of 
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society’s greatest current needs. In- 
creased mass purchasing and ar im- 
proved system of distribution to 
match modern mass production meth- 
ods must predicate any lasting stabili- 
za-ion of social forces. 

The only way to control monopoly 
and exploitation, which government 
regulation has not achieved, is to pro- 
vice low-priced credit to voluntary 
consumer groups. Monopoly will 
then be regulated by the existence of 
effective competition. 

_ Fifth: Work for the enforcement of 
the constitutional edict that: “The 
Congress shall have power... to 
coin money, regulate the value thare- 
of,” instead of enduring the delegation 
of this function to a private profit 
system. 

I; is the daily purchase of goods and 
services, bank deposits, and insurance 
premiums, that build our gigantic 
bus:ness enterprises, “the profits of 
which not only facilitate concentra- 
tion of wealth and limitation of mass 
purchasing power, but also the control 
through advertising of what is told the 
people, and the influence of legislat-on 
through campaign contributions. 


+ 


Coöperative action is an evolution- 
ary, American, Christian way to ac- 
complis: such changes as are needed 
to bring justice to the masses, elimi- 
nate the causes of war, and increase 
peace and good will among the peoples 
of the world. People have in their 
own hands the tools and the power to 
fashion treir own'social and economic 
destiny; those tools and power can be 
fruitful only if the people will organize 
tousethem. For the present, at least, 
there appears no movement with more 
potentialities for economic and social 
improvement than consumer codpera- 
tion. Sa:d Justice Brandeis a genera- 
tion ago: 


May we not expect that when the co- . 
operative movement develops in America, 
merchants and manufacturers will learn, 
from farmers and workingmen how to help 
themselves by helping one another, and 
thus join in attaining the New Freedom for 
all? When merchants and manufacturers 
learn this lesson, money kings will lose sub- 
jects, and swollen fortunes may shrink; but 
industries vill flourish, because the facul- 
ties of men will be liberated and developed.® 


3 Louis D. Brandeis, Other People’s Money 
(Frederick A. Stokes, 1933), p. 152. 


Murray D. Lincoln is executive secretary and 
general manager of the Ohio Farm Bureau and 
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the boards of directcrs and executive committee 
of the Coéperative League and American Farm Bu- 
reau Federation; chairman of the legislative com- 
mittee of the Codperative League; and chairman of 
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Bureau, He orgamzed the first codperative milk 
association in Brockton, Massachusetts, and has 
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Cooperative Supply of Services 


By Bertram B. FOWLER 


HE coGperative supply of serv- 

ices within the consumer move- 
ment in almost any country furnishes 
a more or less significant index of the 
growth of the movement as a whole. 
In attempting an appraisal of codp- 
erative services it must be taken into 
account that the initial appearance of 
codperative organization within the 
community group is in those simpler 
economic forms typified by the gro- 
cery store or the retail filling station. 
The supply of services on a codpera- 
tive basis usually follows the building 
of strong units in the more strictly eco- 
nomic spheres of activity. 

It might be said that consumer co- 
operation makes its first appearance 
as the consumer, finding a technique 
for organization, sets up those units 
which return to him refunds that am- 
plify his purchasing power and thus 
prove the efficacy of the technique of 
coöperation. The second step, in 
services, comes, as a rule, when the 
consumer begins to understand and ac- 
cept the philosophy of the movement 
and turns to the organization of those 
services which he has hitherto ac- 
cepted automatically, and the control 
of which he has been more or less con- 
tent to leave in the hands of the en- 
trepreneur. In most cases, as in, let 
us say, health insurance, there have 
been many more or less efficient substi- 
tutes for the service he might set up 
for himself. In others, such as burial 
services, the question of high charges 
touches the individual so seldom that 
he has given it little thought beyond, 
perhaps, a brief sensation of resent- 
ment. 


Postic Urmiries 
Types of services falling within the 


general term of utilities have, for the 
most part, loomed as impregnable 
towers of financial strength before the 
small codperative unit. In a few iso- 
lated instances, the sharp need of tel- 
ephone service in rural communities 
not served by the telephone com- 
panies has led to the development of 
codperative service as a last resort. 

Many of these telephone codpera- 
tives functioned excellently and in 
many cases compiled enviable records 
for economy and efficiency. The sub- 
scribers in most cases owned the small 
central exchange, the lines, and the in- 
struments installed, operating their 
own system and linking with the 
larger companies for long distance 
service. But in most of these organi- 
zations there wes little or no under- 
standing of the codperative technique. 
Therefore, as these small utilities grew 
and prospered, they tended to degen- 
erate into closed stock companies as a 
few subscribers gradually bought up 
stock and thereby assumed ownership 
and control. The bulk of the mew- 
bers of the organization knew only 
that they were receiving telephone 
service, and gave no thought to the co- 
operative nature of the organization it- 
self, 

The rendermg of power and light has 
in many instances been taken over by 
communities themselves, but usually 
on a basis of public rather than coöp- 
erative ownership. 


A SIGN or GROWTH 


The appearance, especially during 
the past few years, of so many exam- 
ples of coöperative supply of services 
must be taken as an indication of the 
growing strength and solidarity of 
the coöperative movement. As signs, 
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these codperative services poir un- 
mistakably to the emergence of the 
idea of a codperative comm nity. 
Having built their retail trade ozgani- 
zations and moved back into halesal- 
ing and manufacture, the codperstors, 
perceiving their strength and ability, 
move naturally toward the sapply of 
services. 

The whole story of the supply of 
services within the codperativ= move- 
ment in the United States supports 
this contention that is now g2nerally 
accepted by most authorities. In 
lonking over the field of coöperation in 
America we find that within the past 
few years many such services have 
sprung out of the strong economic 
units which, as they grew end ex- 
panded, touched incidentally unom the 
problem of community services This 
is shown with particular clazity in 
those organizations which moved for- 
ward from retailing and wholesaling 
into such fields as finance and irsur- 
ance, With-msurance codperatirvely 
organized, the consumers begar. to re- 
alize the close link between insurence 
and such services as hospital zation 
and burial. Insurance funds tos oten 
were swallowed by the bills to -plrvsi- 
cian and undertaker. Handliag the 
Insurance problem brought the srgan- 
ized consumers face to face wich the 
necessity of taking over the responsi- 
bility for those services which īm- 
pinged upon the insurance berefic. 

It is because of all this, coupled with 
the fact that-codperation in the United 
States, despite its strength, is but row 
passing out of the initial “stages of 
growth, that those codptratives zn- 
gaged in the supply of services do 
little more than furnish examples 
of what can be done. These sapply 
coéperatives are important today 
mainly as experiment stations in which 
certain facts have been tried. and 
proved. 
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HEALTH Services 


With codperators in the United 
States today facing the problem of 
medical attention, it is interesting to 
note the many methods of supplying 
such services. During the past few 
years we have had several experiments 
such as the one now being tried in 
Economy, Indiana, where the health 
association has been formed as an in- 
dependent unit. 

In other cases, such as the Coöp- 
erative Health Association recently 
formed at Superior, Wisconsin, we find 
the Certral Codperative Wholesale 
membership forming the foundation 
for the organization, with a concerted 
attempt being made to include the 
membership of farm groups, labor 
unions, nd various other trade and 
community groups. 

Again, we have organizations such 
as those newly formed in connection 
with the codperatives in Nova Scotia. 
Here we ind a coéperative group oper- 
ating a store, setting aside a fixed por- 
tion of tke patronage refunds to pro- 
vide heath insurance for members. 
In this case the cash returns from eco- 
nomic enterprises are being utilized for 
communily benefits. The store pays 
a fixed sum per member to a neighbor- 
ing hospital, which, in turn, guaran- 
tees to furnish a stipulated range of 
medical services to the members of the 
coéperatize. With this service in- 
stalled, the members are naturally con- 
sidering olher forms of service, and al- 
ready are studying the possibilities of 
burial asscciations. 

But by far the most significant ex- 
periment n the field of codperative 
medicine is the Farmers Union Coöp- 
erative Hospital at Elk City, Okla- 
homa. Here we find an organization 
of consum2rs who have set up their 
own syster of health insurance. The 
individual member takes out a share 
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of stock costing him $50. This repre- 
sents his share of ownership in the hos- 
pital and its equipment and furnish- 
ings. In taking out such an owner- 
ship share, the individual codperator, 
through his organization, pays a fixed 
annual fee necessary to cover his share 
of the salaries of surgeons, doctors, and 
nurses, and the running expenses of the 
hospital. 

In the case of the Elk City Hospital 
these charges amount to $12 for a sin- 
gle person, $18 for two persons, $22 for 
a family of three, and $24 for a family 
of four or more. The payment of these 
charges entitles the subscriber and his 
family to medical examination and 
treatment, hospitalization, surgical 
operations, and nursing care. In ad- 
dition to these dues, the only charges 
made a patient while he is in the hos- 
pital is a fee for anesthetics in case of 
an operation, and a flat charge of $1.00 
a day to cover costs of laundry and 
food. 

The Elk City Hospital was built in 
1931. A table showing the number of 
operations performed over a period of 
five years is an indication of its suc- 
cess. 


Year Operations 
LOO EE wes eae emcees 14] 
EE: ok PA E T E tases 286 
DOS E T EE E EEE T 458 
MOBS EERTE E E T E 741 
p i PEE E AT approx. 1,200 


By working out their own technique 
of coöperative hospitalization, the res- 
idents of Elk City, a town of 7,000 
serving a large rural area, have their 
own hospital. According to last re- 
ports some 2,400 member families, rep- 
resenting a total of about 14,000 men, 
women, and children, belonged to the 
organization. 


BURIAL SERVICES 


Coöperative burial associations are 
more simple of organization, since the 
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service they supply, while an emer- 
gency one, does not call for the setting- 
up of costly or intricate equipment and 
buildings. For many years, scattered 
associations have taken care of burials 
for various groups. Many of these 
have been so-called language groups, 
who brought the knowledge of such 
service with them from their native 
lands. In most cases the procedure 
is to form the organization and charge 
a small fee for life membership to the 
subscriber. When death occurs in the 
subscriber’s family, the burial associa- 
tion functions, taking care of all de- 
tails. In the case of small associations 
there is usually a working agreement 
with some local undertaker. The 
larger associations have their own un- 
dertaking parlors, their embalmers on 
a full-time basis, and own all necessary 
coaches and equipment. 

The Minnesota Burial Association 
of New Ulm, Minnesota, is perhaps the 
best example of the complete burial 
association. This organization, with 
a membership of.1,160 families, owns 
its own undertaking parlors in New 
Ulm, employs embalmers, and has a 
contract with a small casket factory. 

According to figures collected in a 
survey of the accomplishments and 
history of the Minnesota Burial As- 
sociation, certain very definite results 
have been obtained by the organized 
consumers. At the time of organiza- 
tion in 1930 a funeral in that pros- 
perous section of Minnesota aver- 
aged somewhere between $500 and 
$700. In 1934 the Association’s books 
showed the average cost of a funeral 
over the four-year period to have been 
$212. Prominent on the books of the 
Association was the case of a funeral 
for which an undertaker had asked a 
charge of $750. The Burial Associa- 
tion furnished the service outlined by 
the undertaker and made a charge of 
$300. 
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RESTAURANTS 


As with hospitalization and >urial 
associations, such services as zoGpera- 
tive restaurants have lagged behind 
other codperative organization for the 
reason already presented, that is, the 
absence of the real codperative com- 
munity on a scale large enougss to per- 
mit the efficient operation of swch a 
restaurant. But in the case of 206p- 
erative restaurants, as with tks bove 
mentioned services, there haze been 
enough successful experiments to 
prove what can be accomplished along 
this line. 

Perhaps the earliest form cf codp- 
erative restaurant in the United States 
wes the codperative boarding Louse 
set up by the Finnish settlers ir. the 
North Central States. Whiletke Finn- 
ish families set up their own stores, 
the single men who came in large rum- 
bers to work in the sawmill tewas of 
north Michigan, Minnesota, ard Wis- 
consin set up their own bearding 
houses to feed themselves on = öp- 
erative basis. These codperative or- 
ganizations were the simplest tyre of 
westaurant. In representative orzan- 
izations studied in Wisconsm and 
Minnesota it was found that a meal of 
superior quality, with no Hnit on 
quantity consumed by the indivicual, 
was being served for thirty-five cents. 

While there are many codperative 
cafeterias organized and opera.ed by 
the employees of large concerts, the 
only group of cafeterias catering to an 
open membership is to be fonc in 
New York City. This gréup, Con- 
sumers Codperative Servites Ine., was 
organized in 1920 and the firs? cafe- 
teria was opened then. At the 2nd of 
the fiscal year March 31, 1986, the or- 
ganization consisted of a chein of 
eleven cafeterias and a membership of 
4,214. Food sales for the year reacned 
a tozal of $434,396. A large percentage 
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of the patrons of the cafeterias are 
non-members. Profits from non-mem- 
ber patronage is allocated to educa- 
tion, thus escaping violation of the co- 
operati-e rule that does not allow one 
consumer to profit by the patronage 
of anotier. 

In th2 case of Consumers Coöpera- 
tive Services it must be admitted that 
excellent management has been re- 
sponsibée to a great extent for the suc- 
cess of the venture, for this organiza- 
tion wes launched within a group 
where there was no widespread under- 
standing of the codperative philosophy 
and no imperative demand for the set- 
ting up of such services. 


ELECTRIFICATION 


When we begin to appraise the re- 
cent growth of electrification codpera- 
tives, we immediately find the proof of 
the contantion made earlier in this ar- 
ticle, thet true codperative ownership 
and control of utilities is possible only 
when there is a real understanding of 
the codperative philosophy and tech- 
nique, amd among a group who have 
had some experience with coöperation 
in its moze simple forms. 

The spectacular rise of the rural 
electrification codperatives during the 
past few years can be traced to two 
principal reasons: (1) the rise and 
spread of the large purchasing coöp- 
eratives with their techniques of edu- 
cation and expansion into new fields, 
and (2) the organization by the ad- 
ministrat.on at Washington of the Ru- 
ral Electr_fication Administration with 
its avowed purpose the carrying of 
light and >ower into the vast stretches 
of rural America where no such serv- 
ice existed. 

Early in the career of the REA it be- 
came apparent that loans of money 
for rural electrification could be read- 
ily obtaired by codperative groups. 
The large codperatives functioning 
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through the Middle West were quick 
to see the opportunity to add to their 
strength’ while they at the same time 
obtained for their members a service 
long denied to them. 

With REA offering loans to carry 
electrical lines into previously un- 
served rural areas, there was a tremen- 
dous surge of coöperative organization 
in this field. The large consumer co- 
operatives, with their combined mem- 
berships running into millions, and a 
great proportion of the total living in 
rural districts, began the organization 
of electrification coöperatives parallel- 
ing their already existing economic or- 
ganizations, to apply for loans from 
REA. 

With the leaders of these large co- 
operatives understanding the tech- 
nique of consumer organization in the 
field of distribution, it was easy for 
them to work out a method of organ- 
izing the consumers of electrical power. 
It was only necessary for these men to 
hold meetings in districts without elec- 
trical service and acquaint the con- 
sumers with the qualifications of or- 
ganization necessary to obtain REA 
loans. 

These consumers, once organized, 
took over the responsibility of electri- 
fication. They formed their codper- 
atives by districts in which there were 
enough potential consumers to make 
the electrification project feasible and 
economically sound. The codperative 
then applied to REA for a loan, and co- 
operatively the consumers took the re- 
sponsibility for the financing of their 
plan. 

The lines and equipment belonging 
codperatively to the consumers, the 
actual distribution of power became 
the responsibility of the community. 
The power stations still belonging to 
private companies or municipalities, 
the codperative bought its power at 
wholesale rates and based charges 
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upon the rate obtained. To make 
such purchase of power possible in all 
cases, the Rural Electrification Admin- 
istration further offered funds to set 
up small, Diesel-operated power plants 
to serve the community. But so far, 
there have been few instances where 
such installations have been neces- 
sary. 

In Oho, where the Ohio Farm Bu- 
reau Cooperative Association took the 
lead in the organization of rural elec- 
trificaticn codperatives, the results 
make interesting study. Here the 
Farm Bureau Codperative Association 
approached the task of organization 
from an angle of the economy of 
codperative distribution, and as a 
method of consumer benefit. The 
drive in this state, as in many others 
across the agrarian section of the 
United States, was aggressive and in- 
telligent. As q result, electrification 
codperatives have sprung up by the 
thousands, and have in a compara- 
tively short period of time proved the 
efficienzy of this method of power dis- 
tribution. 

In 1936 the rural electrification co- 
operatives of Ohio brought hght and 
power to 1,500 farm homes. At the 
same time, contracts totaling $2,000,- 
000 were let to carry power to an ad- 
ditional 7,000 farms. In Indiana, 
Minnesota, Wisconsin, and other 
states, the organization of electrifica- 
tion cadperatives has been on the same 
scale. 


SPRIZAD OF THE COOPERATIVE IDEA 


Bekind the Ohio electrification co- 
operatives; however, lay a Jong period 
of successful codperative organization. 
The Ohio Farm Bureau Codperative 
Association had for a number of years 
been supplying its farmer members 
with a complete purchasing service. 
Out of this had developed a powerful 
and growing insurance service that 


had become a financial backlog for 
their organization. To them, the or- 
ganization of codperatives to f metion 
in the field of utilities was compara- 
tively simple. 

A state-by-state study of the zrowth 
of electrification codperatives during 
the past three years shows unnistak- 
ably that these organizations Lave 
multiplied most prolifically waere 
there were existing strong eccncmic 
organizations of consumers. Ja such 
states there existed an intelligent and 
instructed body of consumers, guick 
to perceive the possibilities in ary mew 
field open to them. When the Rural 
Electrification Administration made 
its cffers of financial assistance tc ccm- 
munities unserved by power lires it 
was speaking to a growing body af con- 
sumers who understood exactly what 
the offer implied and were ready zo ac- 
cept responsibility and take over con- 
trol of another service. 

Compared to the codperative more- 
ment in those European couztr.es 
where it is strongest, the movement in 
America is in its infancy. The cr- 
ganized consumers have only began 
to approach the supply of services out- 
side of the simpler retail and wholzsale 
units. At this point in the growth sf 
American codperatives we begia to 
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perceive the emergence of the philos- 
ophy of coöperation into the larger 
fields. Consumers have begun to per- 
ceive in codperation a philosophy of 
wide eccnomic action rather than a 
mere me-hod of shopkeeping. 

The fact that various types of co- 
operatives for the supply of services 
have appeared shows that the move- 
ment is Cefinitely coming of age; for 
as long as codperative activities were 
confined io the mere wholesaling and 
retailing cf goods, it was quite possible 
for any group of consumers so to act 
and yet miss the true meaning of con- 
sumer cocperation as grasped by the 
Scandinavian peoples. 

Any survey of the codperative sup- 
ply of services must of necessity be 
sketchy ard inclined to vagueness, for 
the moverent in the United States is 
only now beginning to move into this 
field with any strength. In this re- 
spect it is interesting to note that na- 
tional committees have lately been 
formed witain the Codperative League 
of the U.S.A. to make wide and com- 
prehensive plans for the entry into 
such fields as medicine and housing— 
a significart indication that the or- 
ganized consumers are approaching 
the problem of handling the essential 
services. ` 


Bertram B. Fowler, New York City, is a writer and 
lecturer. He was for many years on the staf of 
the Christian Science Monitor, and is a contributor 
to various periodicals He is authar of “Con- 
sumer Codperation in America,” which is based on 
along and intenswe study of consumer zoöperation. 


Codperative Housing in the United States 


By ABRAHAM E. Kazan 


OUSING is a vital problem for 

the average man and woman. 

Its economic importance is clearly 
demonstrated by the fact that at least 
20 to 25 per cent of the family budget 
is generally spent for this item. The 
problem is particularly acute in the 
cities where large numbers of people 
are concentrated in small areas, either 
to be near their place of work or to re- 
duce the burden of rent through small 
apartments and sharing with others. 

Until recently, few realized the im- 
portance of housing to the community 
at large. Whether it be a comfort- 
able, healthy home or a miserable 
shelter located in the heart of a con- 
gested district in a large city, most 
people have always regarded their 
home as purely a product of their own 
efforts. A higher income permitted a 
better dwelling, a lower income a 
poorer. Some people with low income 
preferred to allocate a greater portion 
of it to a finer home and, of necessity, 
economize on other things. Others, 
with large income, chose to live in 
poorer quarters and, in turn, be lavish 
in other fields. 

Unlike other daily necessities, home 
ownership involves the investment of 
a comparatively large sum of money, 
generally out of reach of the man of 
moderate means or the average wage 
earner. It is not therefore very wide- 
spread in the large cities. In some 
large centers ownership is developed 
to a certain degree due to the specula- 
tive, profit-seeking building industry. 
The buildings thus constructed are 
often lacking in the most important 
essentials of good housing. 

But such an evaluation of the prob- 
lem is purely economic. Housing has 
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a great social influence on the indi- 
vidual and the community at large. 
Although even good housing con- 
ditions cannot guarantee normal, 
healthy citizens and ideal family rela- 
tionships, there can be no doubt that 
substandard housing does affect di- 
rectly and adversely the health, the 
morale, and the social outlook of its 
inhabitants.. As soon as they can run 
around, the children of the slums seek 
the “great open spaces” of their nar- 
row, filthy, overcrowded streets. De- 
linquency in childhood, crime in ma- 
turity, perversion and disease, while 
not confined to bad housing condi- 
tions, have a direct relation to them. 


CoMMERCIAL Housine 


The comparatively large investment 
involved in home ownership has pre- 
vented a large number of people from 
acquiring such possession, but it is 
not the only obstacle the wage earner 
faces. The imsecurity of the worker 
and the great difficulty of disposing-of 
a house in the event of being compelled 
to seek employment in other cities also 
prevent a man from taking the big 
step. Asa result, the great majorities 
in our large cities, and to a certain ex- 
tent in the smaller towns, are housed 
by others. In one place it is the apart- 
ment dwelling built five, six, and more 
stories high, leading to congestion; in 
other places it is the flimsy individual 
home. In both instances the objec- 
tive is houses for profit rather than 
homes to live in. No direct relation- 
ship, other than the rental paid, exists 
between the owner of a piece of prop- 
erty and its occupants. In most cases 
tenants do not even know the owner. 

Profits being thus the motivating 
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faztor, it is no more than natural that 
the tendency is to increase the profit 
whenever possible. The more dwell- 
ings one can erect on a parcel of “and, 
and the higher the rental, the more 
gain for the owner. The health. the 
comfort, and the convenience of the 
occupants are of secondary inpor- 
tance, considered only as a feature in 
the marketability of the procuct. 
Under these conditions crowded and 
congested areas have been gradually 
formed. 

The lack of direct relationship be- 
tween landlord and tenant has led to 
other abuses. The tenant generaly is 
not concerned about the condition znd 
appearance of the house in whick he 
lives, regarding it only as temporary 
quarters. The owner does not carz to 
improve his property or provide for 
the convenience of the people he is 
housing, since that would involve addi- 
tional expense. The resultant slums 
and blighted areas in our cities are well 
known. 


Limirep Divipenp Prosyecrs 


To relieve, partly, this situation, 
and to demonstrate the feasibility of 
pr®viding decent housing accommoda- 
tions at low rentals, the limited divi- 
dend company came into existence. 
This semi-philanthropic method of 
providing dwellings for the man of 
moderate income did not enter the 
housing field any too soon. Privete 
enterprise was gradually withdrawing 
from the low-cost market. The aver- 
age man’s ability to pay higher reris 
could not keep pace with the develcp- 
ment of higher standards, for hous- 
ing and increased cost of producticn. 
The profit expected from low-ccst 
dwellings was not to be found, amd 
private capital deserted the field. 

The attempts made by limited divi- 
dend companies deserve consideration 
and praise notwithstanding the fazt 
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that, as a factor in supplying low-cost 
housing, this method plays an insig- 
nificant Dart. The desire to improve 
housing ‘conditions for those unable 
to pay is undoubtedly the prime mo- 
tive for these efforts. However, there 
are only a few such projects, and the 
experiments along this line are not 
sufficiently widespread to bring about 
changes n the methods of construc- 
tion and operation. 

The limited dividend company, de- 
liberately restricting the return on its 
capital, cannot be expected to make 
much progress. The large outlay of 
capital, >lus the responsibility at- 
tached tə the operation of housing 
projects, can hardly attract a large 
number o? benefactors. 

All limited dividend companies suf- 


‘fer from 2 common error: they have 


completely failed to point out to their ` 
tenants tke significance of their efforts 
to improve housing standards; they 
have neglected the task of creating 
greater respect for and consideration 
of property; finally, they have failed 
to promote a closer relationship among 
the occupants of a development. 
They have replaced the speculative 
landlord im their developments, but 
have failed to teach their tenants the 
idea of sel’-help and the possibility of 
mutually DSuilding a better and finer 
community to the advantage of those 
who live there. 

Thus we see that, while commercial 
housing ccmpletely failed to supply 
low-cost bousing since it could not 
secure profits in that field, the limited 
dividend companies have made only 
slight progress, due largely to the lack 
of a sufficient number of benefactors 
with a geruine, deep-rooted interest 
in housing. 

There are, however, two other 
methods of supplying low-cost housing 
accommodstions: (1) through subsi- 
dized or government housing; (2) 
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through coöperative housing. A com- 
bination of these two methods into one 
comprehensive plan, whereby they 
would supplement each other’s strong 
and weak points, would actually prove 
the most desirable method of sup- 
. plying this great need. Up to the 
present, however, each plan has been 
pursued independently of the other. 


GOVERNMENT Hovusine 


Government interest in housing is 
of comparatively recent origin. In 
the postwar years prior to the depres- 
sion, sporadic attempts were made to 
encourage the construction of new 
housing. The purpose was to relieve 
the acute housing shortage of the 
period. Active interest began with 
the depression, when government pro- 
motion of housing was considered as 
a means of reviving the shattered con- 
struction industry. Housing the poor 
was secondary to the problem of find- 
ing Jobs. Fortunately or otherwise, 
slum clearance was hopelessly mixed 
up with the idea of better housing, 
and those charged with the responsi- 
bility of creating work found their 
task far more complex than originally 
anticipated. During the process of 
untangling the problem, they discov- 
ered that housing that part of the 
population which is unable to provide 
decent quarters for itself was more 
important than providing jobs for the 
unemployed. Unable to make any 
appreciable progress in their slum 
clearance and rehousing projects, the 
initiative was constantly shifted from 
one government agency to another, 
until finally a number of different de- 
partments were found engaged upon 
the same work. The problem has not 
been solved yet, and the results, con- 
sidering that these agencies do not 
lack funds or credit, are rather disap- 
pointing. 

It is noteworthy that the govern- 
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ment housing agencies did not try to 
enlist the interest and coöperation of 
the man and woman they were trying 
to help. This could have been done 
through the existing group organiza- 
tions or through the advocacy of for- 
mation of such groups. Supported 
by the social workers, the government 
proceeded to do its work from the top 
down. The lukewarm interest dis- 
played by limited dividend companies 
was enhanced by the added complexity 
of red tape inherent in government 
enterprise. 

But even if government efforts in 
housing were more fruitful, we greatly 
doubt the ultimate benefits and suc- 
cess of the work. To begin with, we 
must realize that we cannot dream of 
abolishing the evils of existing slums 
without engaging the active interest 
and participation of the men and 
women living in such areas. We must 
cultivate a desire for a better standard 
of life on the part of those we are try- 
ing to rehouse. They must be made 
to understand and despise the slum 
environment in which they have lived. 
Assistance should be extended only on 
condition that they make an effort to 
improve their own living conditiogs. 

Obviously this will not be the case 
if the government supplies the new 
housing accommodations without any 
display of initiative on the part of the 
beneficiaries. The government may 
prove to be a builder and may even be 
successful in housing one part of the 
population at the expense of another, 
but the social value of such a pro- 
cedure may become more harmful 
than beheficial. Instead of develop- 
ing the idea of self-help, it will destroy 
it. 

Government housing will inevitably 
lead to a series of abuses. The or- 
dinary indifference existing today be- 
tween private landlord and tenant will 
be greatly increased when the govern- 
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ment, with its supposed limfless re- 
sources, becomes the proprietcar. The 
carelessness and destruction ef Drop- 
erty on the part of the tenant will 
increase. Subsidies now needed to 
lower the cost of housing may be 
needed to make operation of tre proj- 
ect possible. 


CoérrrativE HOUSING 


Codperative housing, like tae lim- 
ited dividend company, has mot be- 
come an important factor in sueplying 
low-cost housing. The develcpment 
of codperative housing has beea kam- 
pered by the following causes: (1) 
large investments required in £ hous- 
ing development; (2) lack of credit 
necessary for construction; (8) ack of 
knowledge and understanding of the 
coGperative idea; and (4) difficalty of 
forming homogeneous groups it lerge 
centers, where codperative housing 
should find a fertile fitld. ji 

The growth of codperative cwner- 
ship m housing has been retard=d for 
the same reasons as ordinary p-ivate 
ownership: lack of sufficient funcs end 
the fear of insecurity. Codpe-ative 
housing could have a very strorg ap- 
peal to the man of moderate means if 
he were certain that he could get 
back his investment without diffeu_ty 
should he be compelled to leav= the 
community. In European courtriss, 
where codperative housing is murh 
more highly developed than here. this 
problem is handled very effectively. 
The codperative organization g=ner- 
ally repurchases at cost the holdings 
of tke member who wishes to with- 
draw, and resells them to a new 
codperator. Unfortunately, in the 
United States, housing codpera-ives 
are too few in number and have not 
been able to build up reserves for such 
a purpose during the relatively hort 
period of their existence. Largely for 
this reason, the investment of cne’s 
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life savings in a cooperative venture 
is cons.dered somewhat speculative 
even by those who are sympathetic 
with the idea. Gradually, however, 
this proalem is being solved. 

The inability of codperative organ- 
izations to secure credit for the erec- 
tion of homes for their members has 
played no small part in preventing the 
spread o? theidea. Ina few instances, 
the cred:t was obtained at such terms 
and with such charges that the under- 
takings were actually doomed to fail- 
ure. 

In adcition to these economic rea- 
sons, we must recognize that general 
ignorance of the codperative idea and 
the diffculty of finding homogeneous 
groups in our large cities are also fac- 
tors retarding the growth of codpera- 
tive housng. Thus, among the group 
of codperative projects that were not 
successful, most of which failed be- 
cause of Insufficient funds and credit, 
we must include two sponsored by a 
man of grat wealth, who had a desire 
to do good. Although he intended to 
make them cooperatives, nothing was 
done to organize the tenants along 
such lines. The interest of the tenant 
was not ergaged in any way—commu- 
nity life ard spirit were not developed; 
and the undertakings proved to be a 
failure despite the tremendous finan- 
cial resources of the man behind the 
projects. 

That coc peration can be an effective 
instrument m supplying multiple 
dwellings, however, 1s evidenced by 
the fact taat in the field of higher 
priced housing, joint ownership, the 
nearest approach to codperative hous- 
ing, is quite widespread. Those few 
developments that were able to obtain 
credit at advantageous terms have 
survived and today demonstrate 
clearly the benefits and potentialities 
of codperat. ve housing. 

Despite -ts failure to become an 
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effective agent in supplying better liv- 
ing accommodations in this country 
until now, coöperative housing has 
created a unique position for itself in 
this field. Only a few developments 
have been created during the past 
decade, housing over two thousand 
families. Some of these undertakings 
are rather small, including only thirty 
to thirty-five families; others are built 
on a large scale and house several hun- 
dred. Some cover only a small part of 
a city block; others cover several city 
blocks and resemble a small town or 
village. 


Benefits 


The benefits that codperative hous- 
ing offers to its participants can be 
divided into two groups: material and 
social. The underlying motive for the 
promotion of a codperative organiza- 
tion is the desire for material benefits. 
In the field of housing, however, the 
social benefits to the individual, as 
well as to the community at large, out- 
weigh to a certain extent the material 
gains. The social and psychological 
forces that influence the tenant mem- 
ber of a coéperative housing society 
may be summarized as follows: 

1. Codperative housing aims to 
build homes for its members, not 
apartments for speculation or profit. 

2. Codperative housing engages the 
interest of the member by imposing 
upon him the responsibilities of part 
ownership of the development in 
which he lives. He understands that 
success or failure depends upon him, 

8. By virtue of their common inter- 
est in the enterprise, codperative hous- 
ing creates a close bond among the oc- 
cupants, even if the society is not a 
homogeneous group at the start. 

4. Codperation makes of the tenant 
a self-respecting citizen who has 
solved his housing problem through 
his own initiative. Self-reliance rather 
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than helpless dependence is thus en- 
couraged. 

5. The democratic form of adminis- 
tration inherent in a codperative en- 
terprise offers the tenant codperator a 
liberal education on how to care for his 
own needs. It also helps to develop 
the idea of self-government. 

6. Codperative housing requires no 
subsidies and cannot become a burden 
to the community. 


Amalgamated Housing Corporation 


This can be seen clearly in the case 
of the larger projects. As a striking 
example we wish to point to the devel- 
opment of the Amalgamated Housing 
Corporation in New York City. This 
project was started in 1926 by a group 
of members of the Amalgamated 
Clothmg Workers. It has grown 
steadily until today it embraces 630 
families. Membership is not re- 
stricted to members of the union, a 
factor which proved of great impor- 
tance during the depression years. 
No project of such proportions as 
housing should ever depend upon the 
fortunes and prosperity of any one in- 
dustry. The burden of upkeep should 
be distributed among several indus- 
tries in order to offset the depression 
that may strike any single industry at 
any time. 

The administration of the project is 
in the hands of a board of directors 
elected by the stockholders. The 
routine business is conducted by a 
manager elected by the board. The 
total cost of the project is $3,500,000, 
of which one third is equity money 
invested by the codperators, the other 
two thirdssbeing raised by a mortgage 
loan contracted from one of the insur- 
ance companies. Many of the coöp- 
erators, unable to supply the required 
equity money, had to be helped with 
credit. This assistance came from a 
friendly organization which permitted 
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them to liquidate their individual 
loans gradually over a period of ten 
years. Rents are fixed at a level suffi- 
ciant to meet expenditures, and any 
surplus funds that may accrue are dis- 
tributed in the form of rebate in pro- 
portion to the amount of rent paid 
during the year. 

The affairs of the development are 
divided into three groups: (1) Hous- 
ing, (2) codperative business, and 
(3) community activities. The scock- 
helders elect three executive commit- 
tees, in addition to the board of cirec- 
tors, who are charged respect_vely 
with the responsibilities of one branch 
of the community affairs. 


Community accomplishments 


It is interesting to learn with what 
ease the community has learned to 
take care of its needs. Thus, in the 
absence of a public library in tha vi- 
cinity, the community has established 
an‘ maintained one of its own. The 
problem of what to do with the zhil- 
dren during the summer vacation 
months was solved through the crea- 
tion of a day camp which takes care of 
the youngsters at a nominal expanse 
tothe parents. Other activities, such 
as the distribution of milk, the opera- 
tion of food shops, transportation to 
the rapid transit station, and sc fcrth, 
are similarly handled. All these ac- 
tivities are directed by members of the 
community. 

This codperative organization re- 
certly displayed its ability to randle 
its own affairs in a striking manmer. 
The utility company supplying its 
light and power repeatedly thfeatened 
to abrogate its contract w&h the de- 
velopment, by which the latter bor ght 
its power at a wholesale rate and itself 
distributed it at the legal retail rate. 
The difference thus saved was re- 
turned to the codperators instead of 
being pocketed by the company. The 
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management discussed the matter at 
meetings of the community, and on its 
authorization set up its own plant to 
generate current for the community. 
It is expected that a net saving of 
$10,000 to $15,000 per year will be 
gained. 

The codperators have learned ‘to 
take pride in their community and its 
accomplshments. The general in- 
difference of the ordinary city dweller 
toward his neighbor has been almost 
eliminated. Here one member of the 
communsty meets another member as 
acopartner. Their common interests 
bring about a finer and more intimate 
relationship, which is reflected on the 
community at large. Indirectly and 
unconsciously the influence of the 
community is carried over to the indi- 
vidual. Each codperator feels that he 
is one of the owners of the develop- 
ment and responsible to the others for 
the cond-tion of the community. 

Yet in zhis respect the Amalgamated 
Housing Corporation is no exception. 
We find the beneficial effects of this 
method of housing even in the short- 
lived ccéperative experiments. In 
one instance, while ownership of the 
property was transferred to another 
organization, the operation of the 
property practically remained in the 
hands o? the original codperative 
group. Community activities are 
carried om here with fairly good results 
and the material benefits to the indi- 
vidual member are considerable. Sim- 
larly, other projects that failed also 
managed to hold on to some of the 
characteristics of a closely knit co- 
operative. community. 


CONCLUSION 


Low-cost housing has today become 
a problem that engages the interest of 
the liberal, the social worker, and the 
government official. We are literally 
at the cressroad with respect to this 
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problem: either the government pro- 
ceeds with its proposed paternalistic 
subsidies, which must lead to a greater 
dependence'on the part of the people, 
or it only introduces the means of 
building homes through the self-reli- 
ance and initiative of the individual 
citizen. 

Housing is the common need of the 
land. As we have seen, it can mold 
the social fabric. Codperative hous- 
ing, and only codperative housing, can 
supply this great physical need and, 
through it, greatly revise the relation 
of man to man in the big city. The 
social outlook and the very ethic and 
morale of our people can be trans- 
formed more effectively through such 
housing than through any other social 
agency, for no other institution 
touches so many facets of life as one’s 
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home and community. The few ex- 
periments in codperative housing, 
practically lost at present in the large 
field of housing, open vistas of social 
well-being combined with individual 
initiative that fascinate the imagina- 
tion. 

Let the government stand behind 
codperative housing with its credit. 
Let it do for the home dwellers of the 
Nation—which includes all who may 
need assistance—-what it is already 
doing for the farmers, and we will be 
on the way to solving this difficult 
problem, improving our social morale, 
and maintaining the independence of 
the people. Through government 
credit, a nation of codperative home 
owners promises a new era of stability 
based upon the wholesome foundation 
of self-help. 


Abraham E. Kazan is president of the Amalga- 
mated Housing Corporation, New York City, and 
vice-president of Amalgamated Dwellings Inc., both 
of which organizations are engaged in codperative 
housing. He is also director of the Codperative 
League of the U.S.A. He was previously connected 
with the International Ladies Garment Workers 
Union, where he tried his first experiments along 


codperative lines. 


Codperative Credit 


By Roy F. BERGENGEEN 


INHE word “coöperation” in this 
article is used in a technical sense. 
If I organize a loan company and 
finance it with my own monzy and, 
operating under the local Un:form 
Small Loans Law, lend the money at 
346 per cent a month on balances (42 
per cent per annum is the usual rate 
under that law), the undertaking is a 
ncrmal private profit business in which 
I risk my money and make with it the 
maximum permitted by law for my 
own very personal, private proit. As 
‘recently as 1931, lenders operating un- 
der various manifestations of tae Uni- 
form Law were making loans per 
annum in the neat total of three hun- 
dred and fifty million dollars, while 
the Simon-pure loan sharks who oper- 
ate outside the law and at higher “ates 
than 42 per cent were doing a total an- 
nual business of a hundred million dol- 
lars a year. 

What unrestrained usury may mean 
is best illustrated by a case which I 
ome personally examined. It in- 
` volved a borrower who borrowed $30, 
pa:d back $1,080 in interest, and was 
then (to me the most interesting part 
of the episode) sued for the $3)! He 
paid 3,400 per cent for the time he had 
the credit. 

In a codperative credit society, 
members of a group pool their savings 
and from the pool they make loans 
from time to time to such of their 
number as require credit accommda- 
tion, charging a carefully restrizted 
rate of interest. This results in net 
earnings, and these net earnings are 
divided into (a) surplus (against the 
. possibility of an occasional bad lcan) 
and (b) dividends to the memòers 
on the basis of their holdings in the 


society in five-dollar units or shares. 

The eodperative credit society is 
therefore first a thrift agency in order 
that it may become thereby a credit 
agency. 

In the beginning, all charge oi inter- 
est for the use of money was usury. 
This was due to the fact that all early 
loans were necessitous loans, and it 
was corsidered immoral to charge 
money for the use of money. Later 
on, wher credit was first extended for 
productive purposes and the borrower 
presuma>ly would make a gain by the 
use of the money borrowed, it was 
considered moral that he should give 
a part of the increase to the lender for 
the use cf the money. But as money 
credits Lave developed through the 
ages, the use of the money has not 
been so _mportant as the probability 
of repayment; and this probability was 
based on considerations of collateral, 
and so fcrth, rather than on the char- 
acter of the borrower. 

Money is easy to monopolize. If 
I have it and my neighbor needs it and 
has no one else from whom he can get 
it, I have a complete monopoly as far 
as he is concerned, and the old law of 
monopoly fixes the price he will pay. 
The price of credit (to the millions who 
are without normal credit resources) is 
fixed by the need of the borrower and 
the greed of the lender. 


BEGINNING OF COOPERATIVE CREDIT 


It was a period of depression, result- 
ing in some parts of Germany in a con- 
dition akin to starvation, which in 
1848 insp:red Friedrich Wilhelm Raif- 
feisen to start experimenting with co- 
operative credit. He was the mayor 
of the small town of Flammersfeld, 
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and the poor of his district were 
in desperate financial circumstances. 
Prior to his time, at various places 
there had been writing and theorizing 
and some experimenting with codper- 
ative credit. But Raiffeisen finally 
satisfied himself that his people could 
only look to themselves for help; that 
by combining what little they had in- 
dividually and then adding to the sum 
total of this accumulation by borrow- 
ing collectively (when none of them 
individually had credit resources), 
enough accumulation would result ‘so 
that the members of his group could 
take care of their own short-term 
credit problems. His early credit 
unions charged an actual 4 per cent 
per annum interest on loans, paid no 
dividends, and divided their earnings 
in surplus and for education. 

Raiffeisen lived until 1888, devoting 
most of his hfe from 1850 until his 
death to the organization of codpera- 
tive credit societies. There were 428 
of them in Germany when he died. 
Raiffeisen had hit upon the solution of 
a problem which had much more than 
local significance. The credit prob- 
Jem of the masses existed unrelieved 
everywhere, and knowledge of the 
Raiffeisen plan spread, slowly at first 
and then rapidly, to all parts of the 
world-—to Italy, the Netherlands, Bel- 
gium, and other countries of Europe, 
and as far beyond the continent of 
Europe as Japan (where there are over 
seventeen thousand credit unions), 
Egypt, India, and Palestine. 

In 1885 Alphonse Desjardins of 
Montreal began to make some study of 
the European models in codperative 
credit organization, and in 1900 he or- 
ganized the first codperative credit so- 
ciety on this continent, in codperation 
with the Catholic clergy at Levis 
in the Province of Quebec. Subse- 
quently he assisted in the organization 
of similar parish credit unions in Man- 
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chester, New Hampshire, and Cen- 
tral Falls, Rhode Island. He gave all 
of these societies (including many or- 
ganized in Quebec Province) the des- 
ignation La Caisse Populaire or Peo- 
ple’s Bank or Treasurer Box. 

In 1908 Edward A. Filene, Boston 
business man and economist, traveling 
abroad, contacted the credit unions in 
various parts of Europe and subse- 
quently in India. In 1909 he coöp- 
erated with the Bank Commissioner of 
Massachusetts, then Pierre Jay, and 
they secured the enactment of a law 
by the Massachusetts legislature of 
that year which made the organization 
of codperative credit societies—credit 
unions—possible in Massachusetts, 
the first state of the United States to 
enact such a law. Between 1909 and 
1921 Mr. Filene and other business 
men of Boston gave time and money 
to an effort to popularize the law and 
to Americanize this German concep- 
tion of mass credit. 


Crevir Unton NATIONAL 
EXTENSION BUREAU 


In 1921 Mr. Filene, satisfied by his 
Massachusetts experiments, combined 
with the author of this article to or- 
ganize the Credit Union National Ex- 
tension Bureau, the work of which or- 
ganization Mr. Filene, to a total of 
nearly a million dollars, financed as a 
completely disinterested public serv- 
ice. 

The Bureau had three main objec- 
tives: (1) to obtain the laws neces- 
sary, (2) to make a major organiza- 
tion demonstration, and (3), at the 
earliest possible time, to organize the 
credit unions resulting from its activ- 
ities into State Leagues and a National 
Association and then turn the work 
over to the credit unions on a national 
basis. An office in charge of the au- 
thor was opened at 5 Park Square, 
Boston, Massachusetts, and the Bu- 
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reau remained active until 1984 when 
its objectives had been real.zed. 


Irs LecisuativE Worx 


The first job of the Bureau was leg- 
islative. There were approximately 
seven legislative sessions between 1921 
and 1934. Credit union laws spon- 
sored by the Bureau were enazted dur- 
ing this period in Alabama. (1927), 
Arizona (1929), Arkansas (1931), 
California (1927), Colorado (1931), 
Florida (1929), Georgia (1925) , Idaho 
(1935), Illinois (1925), Indiana 
(1923), Iowa (1925), Kansa: (1929), 
Kentucky (1922), Louisiana (1924), 
Maryland (1929), Massachuret:s (re- 
vised 1926), Michigan (1925), Minne- 
sota (1925), Mississippi (19¢4), Mis- 
souri (1927), Montana (1929), Ne- 
kraska,! New Hampshire (1921), New 
Jersey (1924) , New York,? North Car- 
clina, North Dakęta (1934), Ohio 
(1931), Oklahoma (1933), Oregon,‘ 
Pennsylvania (1933), Rhode Island,* 
south Carolina, South Dakota 
(1935), Tennessee (1923), Texas, 
Utah,’ Virginia (1921), Wesh:ngton 
(1933), West Virginia (1925), and 
JVisconsin.® 


* An original law enacted in 1919 was amended 
to make it practically useful. 

? Which State enacted a law in 19_3, prior to 
the organization of the Bureau. 

* Which State also enacted a law prior to the 
Bureau—in 1915 on the initiative of Johr Sprunt 
Hill of Durham, N. C. 

* A law enacted in 1915 and inact-ve because 
of imperfections was amended throuzh the Bu- 
r2au in 1929. l 

ë Had enacted a law prior to the Bureau, in 
1914. ® 

° Had enacted a law in 1915, whick was, how- 
ever, inactive. 

"Had enacted a law in 1913 whrh was in- 
active because of imperfections, -vhith was 
amended through the Bureau and made practi- 
cal in 1929. 

8 With a 1915 law, amended throuwzh the Bu- 
reau in 1929. 

* Had a law enacted in 1913, which was per- 
fected by amendment in 1929. 
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In 1632 Congress enacted the first 
Federa. credit union law, to enable res- 
idents of the District of Columbia to 
organize credit unions, and in 1934 the 
legislat ve job was completed with the 
enactment by the Seventy-fourth Con- 
gress o? the Federal credit union law 
which makes it possible to organize 
credit unions anywhere in the United 
States or the Territorial possessions 
thereof under Federal jurisdiction. 

The *ederal Credit Union Law orig- 
inated within the Credit Union Na- 
tional Extension Bureau. It vests 
jurisdiction over credit unions in the 
Federa. Credit Union Section of the 
Farm ‘credit Administration, which 
Section is actively managed by Claude 
R. Orchard, for many years Personnel 
Officer of Armour and Company at 
Omaha Nebraska, where he had much 
to do with the extension of the credit 
union plan until there were approxi- 
mately a hundred credit unions within 
that far-flung company. Mr. Or- 
chard’s Section has field secretaries 
who are available to meet with groups 
interested in credit union organization 
and to issist them through the organ- 
ization process. 

To summarize: There are credit 
union state laws in forty-two states. 
In thess states it is possible to organ- 
ize crecit unions under both state and 
Federal laws. In every state, credit 
unions may be organized under Fed- 
eral law. The most recent credit 
union manifestation comes from the 
Hawaiian Islands, where forty-six 
Federal credit unions were recently or- 
ganized. 

Practically all these drafts for legis- 
lation—both state and Federal—came 
from the same source, the Credit 
Union National Extension Bureau, 
and these laws are as uniform as could 
reasonably be expected, having in 
mind the changes which occur in any 
proposed legislation in the process of 
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its enactment. There are, for exam- 
ple, over eight hundred credit unions 
of Federal employees; they are in 
every state in the Union, organized un- 
der many laws, state and Federal, and 
yet they operate on practically a uni- 
form basis. 

This legislative work was the first 
effort of the Bureau. 


GROWTH AND DURABILITY 


Our second job was to prove the use- 
fulness of the laws. We organized 
credit unions. There were eighteen 
hundred of them when the depression 
started in 1929, operating under the 
twenty-eight state laws. Composed 
of working men and women, who were 
hardest hit by the depression, they 
came through the depression with a 
most extraordinary record of honest 
and efficient management. No banks 
in all history made a better record 
during a depression. These credit 
unions were all operating under the 
jurisdiction of various state banking 
departments, and, like banks, were 
subject to examination and to closing 
for cause. They remained open all 
during the dark days. They suffered 
practically no runs, as their members 
maintained their faith in them. They 
proved their durability and their 
worth to endure. 

By the beginning of 1937 there were 
5,676 credit unions, 1,504 new ones 
(state and Federal) having been or- 
ganized during (1936. During the 
month of January 1937, 106 new credit 
unions were organized. The credit 
union total March 18, 1937 was 5,843. 


STATE AND NATIONAL ORGANIZATION 


By 1934 the number of credit unions 
had increased to a total which war- 
ranted the supposition that they were 
ready to take over the direction of the 
credit union movement. In that year 
the Bureau was discontinued and the 


Credit Union National Association 
was organized. It consists of 41 state 
leagues of credit unions. There are 
also 250 city and district chapters of 
credit unions, meeting monthly for 
educational purposes. The National 
Association is governed by a board of 
directors consisting of one national di- 
rector from each state and one addi- 
tional director for each 15,000 credit 
union members in a given state league. 
The board now consists of 59 mem- 
bers. Between annual meetings the 
affairs of CUNA (the Credit Union 
National Association) are governed 
by an executive committee of nine, 
consisting of the officers, including five 
vice-presidents, chosen geographically. 

The National Association maintains 
a central office at Raiffeisen House, 
Madison, Wisconsin. It maintains 
also the CUNA Mutual Society (loan 
protection insurance), the CUNA 
Supply Codpefative (handling ac- 
counting forms, and so forth), and 
many other collateral activities. Ed- 
ward A. Filene was its first president. 
He is a life member of the Board of 
Directors. Claude E. Clarke of Cleve- 
land, Ohio, is the present president. 

So much for the progress made Ify 
cooperative credit in the United States 
to date. A beginning has been made. 
Having in mind that prior to the Hit- 
ler régime in Germany there were 50,- 
000 credit unions in that country, it is 
a safe assumption that the need ex- 
ists for at least 100,000 credit unions 
in the United States. The beginning, 
therefore, of 5,800 credit unions with 
a million members is but a humble be- 
ginning indeed. 


GOVERNMENT AND COOPERATIVE 
CREDIT 


It is interesting for the American 
student of government and affairs that 
no form of codperative effort is tol- 
erated in countries under communist 
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or fascist dictatorship. Cod eration 
is consistent with democracy, wizh in- 
stitutions designed to be of the peo- 
p-e, for the people, and by the people; 
it has no place in the politica] philoso- 
pay of a Stalin, a Hitler, or a. Musso- 
lini. To the dictator, the individual 
too often is simply a unit in a govern- 
mental machine, of value primarily for 
regimentation for war. 

Compared with governmente] in- 
vestments and aids rendered to busi- 
ness, to banking, and so forth through 
the Reconstruction Finance Corpora- 
tion, to agriculture through the verious 
activities of the Farm Credit Admin- 
istration, and to other forms cf en- 
deavor, the amount of government aid 
rendered in assisting groups tò crgan- 
ize credit unions in the United States 
is very small indeed. The gcvern- 
ment does nothing to subsidiz2 the 
credit unions. It lends them no 
money. It charges them for exanina- 
tion and it charges substancia_ fees 
to every group it charters, so that the 
Department is to a large extant self- 
sustaining. Itisa fact that tke crgan- 
ization of a credit union is a technical 
matter. Organization is gensrally 
Within some group which ccull not 
afford to pay for an organizer were one 
available—and rarely is an crganizer 
available. . 

The credit union seeks to pərform a 
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high and important public service, a 
service zhe value of which is all out of 
proport.on to any expenditures of the 
government for organization work. 
It seeks to eliminate the wastes of 
high-rate money lending, turning into 
new buying power what interest over- 
charges working people have hitherto 
paid to high-rate money lenders. 

Any organization work the govern- 
ment may do is a normal and insignifi- 
cant (from the viewpoint of money 
cost) part of the general educational 
purposes of government. Usury is a 
great sccial and economic curse, worse 
in its effect than many diseases; a 
curse which the government is war- 
ranted m stamping out, but which can 
be stamped out only by the creation 
of normal credit resources for the 
masses of the people. 

Whati then is the real job of co- 
operative finance? 

It is =o prove that there is a better 
motivation in human affairs than the 
private acquisition of things; to dem- 
onstrate that the brotherhood of man 
is good business; that the great serv- 
ice of credit can be developed for aver- 
age human beings by average human 
beings working intelligently together. 
That was the Raiffeisen conception. 
That conception is being carried for- 
ward faithfully by the credit unions of 
the United States. 


Roy F. Bergengren is managing director of the 
Credit Union Natonal Association, Madison, Wis- 
consin, and was joint founder ana executive secre- 
tary of the Cred Union National Extension Bureau. 
He drafted staje ard Federal credit union laws. He 
is author of “Cosperative Eanking™ (1928) ; “Credit 
Coéperation as zdapted to the Needs of the 
Worker” (192%); “Credit Union—A Codperative 
Banking Book” (2981); “We the People” (1933); 
and “Cuna Emerges” (1938) . 


Codperative Recreation 


By Carr R. Hurcarmsom 


OOPERATION has been defined 
as an educational movement 
which employs economic action. 
Since an educational program of a 
voluntary association must engage 
some of the free time of the people, 
leaders have become vitally interested 
in the whole question of leisure time. 
The very machines that have created 
many of our industrial problems have 
also made possible the leisure time 
which education may use to help find 
a solution. Leaders of the coéperative 
movement are often interested in rec- 
reation as a means of converting a 
share of this free time into codperative 
study and action, realizing that leisure 
time is the raw material out of which 
codperators and coéperatives must be 
developed. 

In the early stages of codperative 
growth, a large portion of the promo- 
tional and educational work is done 
on the leisure time of interested mem- 
bers. The sense of serving a cause to 
which the individual can give intel- 
lectual and emotional assent provides 
a form of self-expression which in qual- 
ity is essentially recreational. In their 
devotion to the movement, members 
often experience emotional satisfac- 
tions which come from integration of 
self with a society with which the 
ideals of the person are in accord. 
Most of the leisure time of a number 
of codperators is devoted to the “re- 
creation” of society on a codperative 
basis. If we may define recreation as 
“any form of activity and relaxation 
that is voluntarily pursued during 
one’s leisure,” 1 it is quite possible that 

t Willem van de Wall, Music in Institutions 


(457 pp. New York: Russell Sage Foundation, 
1986), p. 37. 
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more coöperative effort would be 
classed as play than as work. 


Tur Consumer LOOKS at 
RECREATION 


In whatever commodity we deal as 
consumers, we are concerned with 
the service and the values received. 
When farm codperatives purchase fer- 
tilizer, they are not interested in tons 
but in plant food. When they pur- 
chase lubrizating oils, they are not in- 
terested in quarts but in performance. 
The same stress on value takes place 
in the provision of shelter, food, cloth- 
ing, and services. In thinking of rec- 
reation as a commodity, codperators 
quite naturally imquire, “what do we 
get for our recreation dollar?” In 
thinking of recreation as an educa- 
tional force, they may ask, “How can 
recreation develop codperative person- 
ality?” 

It has been estimated that expendi- 
tures for recreation absorb approxis 
mately one eighth of our national in- 
come. According to studies made by 
J. F. Stemer,? our total cost of recre- 
ation m the United States for the years 
1928, 1929, and 1930 amounted to 
more than ten billion dollars per year. 
Almost four and one-half billion dol- 
lars were spent annually on automo- 
bile touring and other pleasure uses of 
the motor car. The next largest item, 
commercidlized amusements, includ- 
ing the motidn picture, the radio, com- 
mercialized sports, and night clubs, 
accounts for nearly two and one-quar- 
ter billion collars annually. It should 


2J. F. Steiner, “Recreation and Leisure Time 
Activities,” Chapter 18 in Recent Social Trends 
in the United States (New York: McGraw-Hill, 
1932), H, 949. 
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be noted that this recreational b idget 
does not include gambling, which to 
scme is recreation, and for which it has 
been estimated that Americars spend 
approximately six billion dollars. 


CoMMERCIAL RECREATION CALLS 
FOR CONSUMER ACTION 


The very technology that hes in- 
creased our leisure has produced nany 
of the instruments of leisure activity. 
The control of these instruments and 
ir.stitutions of leisure is usually :n the 
hands of producers of play who ave not 
so much concerned with the scciel and 
personal effects of recreation as with 
earnings of the enterprise as an indus- 
try. Both as a commodity and as an 
educational and cultural expression, 
recreation is claiming more and more 
oi the consumer’s attention. 

In testing the quality of commer- 
cal recreation the cqnsumer is finding 
much of it cheap and lacking in lasting 
satisfaction. He is beginning tc won- 
der if he may not better serve his needs 
here, as in other lines, throug. con- 
sumer action. An investigaticn by the 
National Congress of Parents and 
Teachers has led to the conclusion that 
because of compulsory block-booking and 
Elind-selling, efforts of consumers to co- 
operate with the motion picture irdustry 
have proved to be futile. The only defi- 
rite results in improving films have come 
from actual boycott and threatered in- 
roads in box-office receipts.’ 

The Payne Foundation stucies of 
“Motion Pictures and Youth” reveal 
the impact of the cinema on emctional 
life and behavior of youth.+ As a sec- 
cndary educational system, picture 
theaters are assuming a rôle which was 
never contemplated or granted dy the 


? Edgar Dale, Motion Pictures (16 pp. Wash- 
ington: National Congress of Parerts and 
Teachers, 1936), pp. 11, 12. 

* Edgar Dale, Motion Picture Appreciation 
‘16 pp. Washington: National Congress of 
Parents and Teachers, 1935), p. 16- 
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public? While the motion picture 
business is only one of the numerous 
commercialized agencies to which the 
public turns for play, it is perhaps the 
most dcminant, and serves to portray 
the situation confronted by the con- 
sumer. 

To pzesent the broader aspects of 
the corsumer problem, we need to 
discove> more clearly the function 
of commercialized amusements as a 
means cf perpetuating themselves and 
the present economy with which they 
are idertified. In this connection Pro- 
fessor George 5. Counts observes that 
groups dominating the economic and politi- 
eal life may have felt some fear of recrea- 
tion anc art forms that deal realistically 
and horestly with contemporary society. 
The rulers of ancient Rome understood 
fully the rôle of the circus in the govern- 
ment of a people. But the circus of an- 
tiquity was a feeble instrument in compari- 
son witl. the press, the cinema, the radio, 
the autemobile, and professional baseball.5 


Tut Prorrt Morive CAPTURES 
PLAY 


In the pioneer community, recrea- 
tion was largely a function of the 
home, zhe church, the school, and the 
neighberhood. The values of play 
were realized in the everyday life of 
the community. In such productive 
activities as quilting parties, husking 
bees, harvest rings, no clear line be- 
tween work and play could be drawn. 
Spinniag, weaving, hunting, and hay- 
ing weze often functions of family or 
neighborhood, highly colored with 
play values. To anyone living in the 
pre-incustrial society, the idea of pay- 
ing for recreation would have seemed 
absurd. 

Pow2r machines and mass produc- 
tion bound the movements of the 
worker to those of the machine, thus 

° George S. Counts, The Social Foundations of 


Edueatien (579 pp. New York: Charles Scrib- 
ner’s Soas, 1934), p. 306. 


Co6PERATIVE RECREATION 


eliminating many of the elements of 
leisure activity such as social response, 
spontaneous action, varied operations, 
and the creative sense of craftsman- 
ship. Social habits and family mores 
weakened as people shifted from es- 
tablished communities to industrial 
neighborhoods where life is cramped, 
anonymous, and often drab. Factory 
operators seldom felt it their respon- 
sibility to provide adequate recrea- 
tional facilities. Consequently, chil- 
dren adapted themselves to the hazards 
and the limitations of vacant lots, al- 
leys, and even main thoroughfares. 

The rural situation in recent years 
has become quite as alarming, al- 
though not so widely publicized. 
Many rural families have been isolated 
because of diminishing incomes which 
have caused them to abandon cars, 
radios, telephones, and commercialized 
recreational facilities. Recreation in 
many of our rural areas is a luxury 
available only to those who can pay 
the price. But play is so essential to 
normal development that it should be 
treated as a human right, and not as 
a class privilege. It is normal for a co- 
operative which has obtained a certain 
maturity to convert a sizable portion 
of its material savings to cultural and 
social gains. This has been the his- 
tory of the more highly developed 
European codperatives, and this his- 
tory is being repeated in America to- 
day. 

The rural problem is further aggra- 
vated by the breakdown of local neigh- 
borhoods which has come with the 
automobile. The home, the church, 
and the community have largely 
ceased to be the agencies of play life. 
The automobile and commercialized 
amusements are assuming an increas- 
ing rôle in this field. Rural commu- 
nities are more and more depending on 
the facilities of the larger center to pro- 
vide the recreational activities they 
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once provided for themselves. The 
recreational problems which are cre- 
ated by these changes in both rural 
and urban communities have received 
too little public attention. 

Inspired by the human craving for 
release, excitement, and escape which 
factory life did much to engender, com- 
mercial entertainers turned to tech- 
nology to devise ways of exploiting the 
popular taste. Professor George S. 
Counts asserts that one of the chief 
factors contributing to the low plane 
of much of our leisure activity is the 
domination of commercial enterprise, 
and he further observes: 

With the breakdown of folk recreation 
business men proceeded to exploit the pop- 
ular thirst for amusement. And since 
profits tended to vary directly as the num- 
ber of patrons, particularly in a competi- 
tive world, programs were organized with 
a view to making the widest possible ap- 
peal, This has mA&int the degradation of 
standards to the lowest common denomina- 
tor—to emphasis on sex, melodrama, mys- 
tery, adventure, sentimentality, and trivi- 
ality. Moreover, from the standpoint of 
revenue, simple appeal to untutored im- 
pulses can be substituted effectually for ar- 
tistic quality.® 

While the use of recreation to stim- 
ulate a favorable emotional response 
to the prevailing economic procedures 
may not be so apparent, it is none the 
less real. Much of our commer- 
cially sponsored motion pictures, radio 
broadcasts, college athletics, and news 
columns divert attention from some 
of our social and economic maladies 
which call for social and personal re- 
adjustment. No one would attempt 
to start a soeial movement during the 
World Series. Recreation as propa- 
ganda to help control the people is ef- 
fectively used by some of our most suc- 
cessful dictators. Military drills, pub- 
lic demonstrations, parades, and mass 
spectacles are employed to facilitate 


° Ibid., p. 308. 
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regimentation, allay criticism, and en- 
gender a sense of awe and respect. 
In so far as they have ulterior motives 
in the matter, codperatives would use 
recreation in such a way as tc develop 
democratic methods and spizit in 
group conduct. 


Wuar Is CoöÖPERATIVE 
RECREATION? 


Since the conscious use cf recrea- 
tion in coöperative educatiom is a re- 
cent development, an attemnrt to de- 
fne codperative recreation would be 
Fazardous. At this stage a Ciscussion 
cf some of the objectives of recreation 
in codperative education would be 
more appropriate. 

In its broader aspect, we mzy say 
that codperative education is social 
education. Dr. Willem van de Wall 
states as the aim of social elucation, 


to further the developMent of tie person- 
elity as an integral part of s dynamic 
whole, called society [and] to maže the per- 
son aware of his interdependence. He can 
thus see himself as an essential 2lement in 
happy, personal and communal life. This 
requires a process of inner grovth and of 
social projection and integratior.7 

Codperative recreation differs from 
other forms not so much in types and 
patterns of play adopted as in tie val- 
ues sought and the methods bf -eader- 
ship employed. The character of co- 
operative recreation is drawn from the 
principles and the objective 2f the 
eodperative movement itself. The 
method of handling competitive 
games, for example, may be such as to 
expand the ego of a star pleyez or to 
develop an appreciation of team. work. 
Sports may be so conducted és to elim- 
inate the less skillful plavers from the 
Äeld, or to strengthen the sosial bonds 
between all the players and to increase 
opportunities for wide participation. 
The sense of competition may be so 


7 Willem van de Wall, op. cit, pp- 2€ and 30. 
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heightened that the outcome of the 
game in terms of the final score is 
stressed above the flow of social inter- 
action and self-expression throughout 
the game. The importance of intel- 
ligent keadership with a grasp of the 
princip.es and methods of social edu- 
cation cannot be overstated. 

Cooperative recreation will welcome 
a variety in expression as essential, 
not only to the needs of the individual 
but also to the enlivening of the social 
group. No form of activity is more 
conducive to freedom of expression 
than = stimulating play situation, 
where individuals reflect their feelings 
and motives more readily than other- 
wise. Because of the interest of co- 
operatives in the development of hu- 
man personality, there will be greater 
stress on amateur expression and less 
on professionalism and commercialism 
in the certs. Codperative groups read- 
ily outgrow many of our superficial 
stunts and mechanized amusements as 
they achieve greater skill in beautiful 
and creative forms of community play. 
We mey look to organized consumers 
to sukordinate the competitive ele- 
ment in play to that of group achieve- 
ment. Socially creative forms of play 
gleaned from the rich cultures of the 
past will be revived. Aspeopledevelop 
freedom and imagination, new forms 
of expression will naturally evolve. 
Thus the foundations of a richer 
national life and culture will be laid. 

Since codéperatives are essentially 
self-governing social units, recreation 
as education will be administered in 
the incerests of voluntary group dis- 
cipline. It is not enough to stress the 
value of recreation as an organizing 
force. Dictators do as much. Co- 
operative recreation is concerned with 
the cojperative method of social con- 
trol, and to this end stresses the ele- 
ments of self-government through 
truly Cemocratic procedure. 


COÖPERATIVE RECREATION 


EDUCATING THE EMOTIONS 
Tarovens PLAY 


The proper development of the so- 
cial being must recognize the essential 
wholeness of the person. Emotional 
education is quite as important as the 
training of the intellect. Emotional 
education which stresses individual- 
ism rather than interdependence has 
contributed a harvest of egocentric, 
unsocial, immature individuals. The 
problem of developing coöperative 
personality must take into account the 
character of play life from younger 
childhood to maturity. Most persons 
who are known to be “non-codpera- 
tors” have been thwarted in their emo- 
tional development through unsocial 
forms of leisure time expenditure. 


The fact that many of the conflicts of 
later life can be traced to a lack of emo- 
tional education (emotional education is 
any systematic attempt to bring the emo- 
tional trends that influence conduct under 
the control of socialized reasoning and hab- 
its) is understood if we recall that a human 
being is a dynamic entity and that all his 
faculties and needs are interdependent. If 
education and training of the intellect is 
begun without the basis of emotional social 
development, a certain one-sided maturity 
may be achieved, but the emotional inter- 
pretation and expression of a person’s social 
experience will still be on an immature, 
ego-centric level.8 


In the following illustration Dr. 
van de Wall describes the process 
whereby social recreation may lead an 
isolated personality back into group 
participation. 


A person develops a serious condition of 
depression, moodiness, and shyness; the 
feeling grows that he is alone and forsaken, 
and there seems to be no escape from his 
mental agony. Such a person may be led 
to like the singing of a particular song be- 
cause it expresses somewhat his own feel- 
ings. This first attempt at hidden, indi- 


* Willem van de Wall, op. cit., p. 41. 
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rect self-expression may be guided toward 
an experience of liking others and belong- 
ing to a group by letting him sing it to peo- 
ple who respond. This may give the singer 
for the first time since his feeling of isola- 
tion a realization of contributing something 
that unites him with his fellows.$ 


COÖPERATIVE PLAY PREPARES FOR 
CoOPERATIVE ACTION 


The importance of group play in the 
development of the child is generally 
recognized. Abnormal egoism, self- 
ishness, or shyness is frequently ad- 
justed in the play situation in which 
children learn through supervised 
spontaneous play to discipline them- 
selves in terms of the rights of others. 

Neva L. Boyd defines a game as 
“an artificial situation set up imagi- 
natively and defined by rules which 
together with the prescribed rôles, is 
accepted by the players.” 1? In thus 
accepting his rdJe in the game, the 
child codperates in playing his part in 
the new situation. He accepts the 
rules and for the time becomes an ac- 
tive member of a new society. As 
such, he willingly accepts the discipline 
of the group. 

Games tend to unify a group 
through shared experience and fre- 
quent social response. This contrib- 
utes to the development of the social 
being. In play, the members often 
achieve a direct social experience 
which is stimulating, releasing, and 
organizing. ‘Thus the tendency to co- 
operate and create definite habits of 
action in terms of others is built up 
through the child’s play life. 

Miss Boyd has observed that one 
educational value of play arises from 
the fact that in the play situation a 
person experiences both cause and ef- 
fect of conduct in quick succession, 
which enables him to abstract a richer 

° Ibid., p. 43. 
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Education, May 1924, p. 44. 
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meaning from play experience than 
from ordinary life. Because of the 
psychological intimacy whtch char- 
acterizes play, the individuel reveals 
his motives and personality trasts in 
spontaneous action with others, and 
at the same time develops inzighl into 
kis own tendencies. 

We may summarize by savinz that 
the process of codperative education is 
facilitated by group play, in wh zh in- 
cividuals share more comple:zely than 
in most activities, in a collective expe- 
rience. Mutual participation in spon- 
taneous expression prepares the nem- 
kers of the group for a more zom plete 
sharing in coOperative discussica, Co- 
cperative planning, and codperative 
economic action. In all these proc- 
esses the members increase the r ca- 
pacity to think, feel, and act in terms 
af others. 


~ 
Uses or RECREATION IN 
COÖPERATIVE EDUCATION 


In the twenty-four codperative con- 
ferences conducted in 1936 br the 
Ohio Farm Bureau, social recrzation 
engaged from two to three ho_rs of 
each day’s schedule. Genezore use 
was made of folk recreation wk ch is 
expressive and rich in cultura. con- 
tent. In connection with the pley ac- 
tivities, lecture and discuss on were 
employed to develop an apprecation 


of play values and an understanding 
of methods best designed to develop 
codperative personality through play. 

In the youth groups of the Ohio 
Farm 3ureau, codperative recreation 
is a vital agency in achieving social 
solidarty and personal adjustment. 
In fact. codperative recreation has be- 
come 2 movement within the con- 
sumer movement, in which folk games, 
dramatics and music, floor games, 
board games, and handcrafts, to men- 
tion a few, are being used in the inter- 
est of the more complete development 
of individual character and group life. 
Under the sponsorship of the Codper- 
ative League of the United States, the 
Coéperative Society for Recreational 
Education conducts an annual coöp- 
erative recreation school for the pur- 
pose of helping leaders to define ob- 
jectives, discover methods, and de- 
velop techniques. Regional institutes 
in various states also provide training 
for recreation leaders. 

Cooperatives are familiar with the 
fact that consumers can have an ef- 
fective voice in determining price, 
quality, and service in a commodity 
only when they organize to control 
produczion for their own use. We may 
expect the trend toward codperatively 
administered recreation to increase as 
people develop an understanding of 
the comsumer’s needs in this field. 
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Consumers’ Codperation in Great Britain 


By Grorce DARLING 


HE British coöperative move- 

ment is essentially a consumers’ 
movement. It is based on 1,118 local 
distributive societies, each of which 
exists to provide its members with 
domestic supplies. In turn, these 
societies are members of either the 
Codperative Wholesale Society, which 
operates in England and Wales, or the 
Scottish Wholesale Society. The to- 
tal membership of the movement is 
7,484,000 (1935 figures), representing 
about 5,500,000 families. The dis- 
crepancy between the number of 
members and the number of families 
is due to the fact that in many fami- 
lies there are more than one person 
in membership. Frequently it is the 
wife and mother of the household who 
has taken a member’s shareholding 
and receives the financial benefits. 
But many husbands and fathers have 
also joined to buy tobacco, clothing, 
and other personal articles on their 
own accounts, from which they too 
obtain a personal financial saving. A 
number of households also take out 
membership accounts for their chil- 
dren to teach them to be thrifty and 
to provide them with monetary as- 
sistance when they set out to earn 
their own livelihood or when they get 
married. 


SERVICES PROVIDED 


Very few retail societies are able to 
give a comprehensive consumers’ 
service. The majority of them are 
relatively small; 695, or 63.5 per cent 
of the total number, have fewer than 
3,000 members each; and only 77, or 
9 per cent, have more than 20,000 
members. It is impossible for socie- 


ties with fewer than 15,000 to 20,000 
members to provide anything like a 
complete range of retailing services. 
The smaller societies do not possess 
sufficient capital or potential trade to 
undertake on an effective scale the 
sale of fashion goods, household lux- 
uries, or hnes which require a large 
turnover and special skill to make 
them profitable. Only a minority of 
societies operate drug stores, tailoring 
shops, sports outfitting, fixed price ba- 
zaars, hairdressing, cafés, radio sales, 
and similar services. All societies sell 
grocery goods and foodstuffs. 

The basic trading function is to pro- 
vide the members with their common 
necessities of life As the membership 
and the capital grow, the activities of 
societies extend beyond the sale of gro- 


_ cery goods and simple household uten- 
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sils. Usually the first extension is to 
open a drapery store; next, footwear, 
furniture, and hardware shops; and 
then to services involving greatgr 
risks: meat, milk, bread, coal, fashion 
goods, and so on. Thus there are 
wide variations in the extent and the 
kind of operations undertaken by the 
distributive societies. The majority 
of the m2mbers, however, belong to 
societies which undertake most forms 
of retailing services. This is due to 
the large concentration of members in 
a few societies. Thus, 77 societies 
have an ‘aggregate membership of 4,- 
245,000; the remaining 1,041 societies 
have 3,239,000 members. 

The predominating position of gro- 
cery and -oodstuffs departments in the 
retail trade of the movement can be 
seen in Table I. 

More than one half of the total trade 
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of the retail societies is confined te gro- 
cery shops and departments. The 
predominating position of this cEss of 
trade is further emphasized by the 
figures in the last column of tie table, 
which show that codperative soc-eties 
are responsible for nearly one quarter 
o: the total grocery trade of the roun- 
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Tyers oF RETAIL SOCIETIES 


Ther2 is no uniformity in the units 
which compose the codperative move- 
ment. Each society is closely corre- 
lated to the size and character of the 
population it serves. Five main types 
of retai- societies can be distinguished. 


TABLE I—DEPARTMENTAL SALES, 1935 





Department 
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try. This is not wholly accounted for 
by the fact that all societies have gro- 
cery shops, while a fewer number 
operate other departments. The pe- 
owliarities of codperative shopping 
contribute to the result. A large pro- 
portion of the members buy cnly gro- 
cery goods from codperative s7Dres. 
Like all other shoppers, they are sus- 
ceptible to advertisement, and th=y go 
tc popular department stores and 
other well-advised concerns to make 
many of their non-grocery purchases. 

The table also shows the htge «otal 
of trade now undertaken by codépera- 
tive societies. In 1935 ther -etail 
sales exceeded £220,0009000 -rom 
humble beginnings, the cod ver=tive 
movement has grown into the largest 
distributive enterprise in Great Brit- 
ain. It is now responsible for nearly 
11 per cent of the total retail trade of 
the country. 


Sales Percentage Percentage of 
(£) of Total Nation’s Trade 
127,200,008 57.7 22.5 
18,800,008 8.5 7.9 
17,000,008 T 13.2 
3,600,008 1.6 1.1 
17,500,006 8.0 T 
6,000,000 2.7 i 
5,700,006 2.6 $1 
7,200,006 8.3 5.0 
10,000,006 4.5 14.0 
1,300,006 0.6 5.2 
6,100,008 2.8 Sata 
220,400,008 100.0 10.7 


There is the small village society, us- 
ually with a membership of one or two 
hundred, owning only one shop—a 
village general store—from which a 
fairly wide range of simple household 
articles can be purchased. There are 
about two hundred societies approxi- 
mating this type. 

Secord is the society operating in a 
small industrial town, catering for 
from one to three thousand members. 
Each sch society, of which there are 
three hindred or more, has a small 
zroup o? central shops, usually for gro- 
2eries, meat, drapery, footwear, and 
hardware, and two or three branch 
zrocery shops. There are more socie- 
ties of his type than of any other. 
They are fairly ubiquitous in the 
numerous coal mining and smaller 
-ndustrial towns. 

The third type is distinguished not 
so muck by size as by the character of 
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itsarea. It is the society which serves 
an agricultural district from a central 
market town. If the town is large, so 
will be the society, but its services are 
provided not only for the townsfolk; 
it will also have branches or traveling 
shops catering for the surrounding vil- 
lages. 

The fourth type, too, covers a wide 
area. In the Midlands and the south 
of England there have grown up a 
number of what can best be deseribed 
as regional societies, each covering an 
area of a hundred or several hundred 
square miles. These areas do not con- 
form to customary geographical di- 
visions. The headquarters of some re- 
gional societies are not in the center 
of their districts. They are situated 
where the societies started business, 
and from where they have pushed 
outwards to open branches in towns 
and villages for miles around, fre- 
quently in towns larger than those 
in which the headquarters are situ- 
ated. 

The fifth type is the large urban so- 
ciety. The largest is the London So- 
ciety, with 600,000 members and an 
annua] turnover exceeding £12,000,- 
000. There are 25 large societies, 
each with 50,000 members or more, 
operating in London, Manchester, 
Liverpool, Edinburgh, and other 
cities. They provide a complete 
range of consumers’ services, from ma- 
ternity requirements to funeral fur- 
nishing; everything the consumer 
needs from the cradle to the grave. 
Each of them has one or more cen- 
tralized department stores and a wide 
network of branches. 

The diversity in the sizes and char- 
acteristics of the retail societies is one 
of the most important features of the 
movement. Yet all the societies have 
much in common. They are all serv- 
ing the same purpose; they are units 
of a movement striving to establish a 
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new system of trading. By virtue of 
its codperative affiliations, and by the 
legal necessity of registration under 
the Industrial and Provident Societies 
Acts, each society is democratically 
controlled, has an open membership, 
offers easy facilities for saving and 
capital accumulation, and returns 
trading profits to its members in the 
form of a rebate on purchases. These 
are the fundamental principles of con- 
sumers’ coöperation. 


Democratic CONTROL 


Democratic control does not mean 
that every member takes an active 
part in directing the affairs of the so- 
cieties. In fact, less than 5 per cent 
of the members turn up at members’ 
meetings or exercise their votes in the 
election of management committees. 
The movement is directed and con- 
trolled by a rejatively small but very 
activeminority. Every member, how- 
ever, has an opportunity to take 
part in the democratic management. 
There are no restrictions. The prin- 
ciple of one member—one vote, irre- 
spective of the size of the individual 
shareholding, is rigidly upheld. In 
the nature of things, it would be fudi- 
crous to expect all the 7,500,000 mem- 
bers to take an active part in control 
and management. The London Soci- 
ety, for example, would be in a hope- 
less situation if it had to find accom- 
modation for all its members at its 
business meetings. But those mem- 
bers who are keenly interested in co- 
operative enterprise, and have some 
latent executive ability which they 
wish to bring out, are given the oppor- 
tunity to satisfy their interests and 
abilities. 

There are at least thirty thousand 
persons now serving on codperative 
management committees, education 
and other social committees. There 
are three or four times that number of 
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persons seeking election, hoping that 
their candidatures will soon receive 
satisfactory support from the active 
membership. Collectively, they com- 
prise a group with a fine experence of 
democratic government, and the sta- 
bility of political institutions ix Great 
Britain during the stress of rezent 
years has been due in no small measure 
to the democratic training whch the 
coéperative movement provides. 

The codperative movement is the 
only voluntary democratic orzaniza- 
tion in Great Britain, or in any other 
country, which has an open. m=mber- 
ship. Anyone may join. There are 
no entrance qualifications. No zon- 
ditions are imposed with regarc ta po- 
litical or religious beliefs, econcmic or 
social status, sex, or racial descent. 
Codperative membership is potentzally 
as widely embracing as the statz itself, 
buz with this difference: citizersh:p is 
compulsory; codperative membership 
is voluntary. 


REBATE PAYMENTS 


The codperative method of -rading 
is simple and, in theory at least. re- 
markably efficient. Retail secieties 
buy goods wholesale and resell taem 
to their members, who at the end of 
the trading period, usually taree 
months, receive a dividend or rebate 
in proportion to their purchases. The 
rates of dividend paid by sacieties 
vary from 6d. to 4/6d. in the £; in 
otker words, rebates varying from 2.5 
per cent to 22.5 per cent cf our- 
cheses are paid. In this way frading 
prcfits are distributed to the+c istom- 
ers whose demands have oreated the 
trade. 

To say that codperative secieties 
give rebates ‘obviously does rot tell 
the whole story. Are the rebaies cre- 
ated by inflating prices? Does the co- 
operative method of distributing 
prafits confer a direct economic bene- 
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fit to the consumers? In theory, co- 
operative societies aim at selling goods 
at market prices. In practice, there 
is some departure from that policy. 
Two grocps of societies adhere strictly 
to generally prevailing prices. The 
first group consists of societies in the 
small industrial towns, where it is 
usual to find coéperative trading so 
strongly supported by the inhabitants 
that other shops fix their prices ac- 
cording to those charged by the local 
coéperatives. In these towns. and 
they are fairly numerous, codpera- 
tive societies determine local market 
prices. The other group consists of 
societies in the larger urban areas 
where competition is so keen that a 
policy of high prices and high rebates 
would seriously injure codperative 
trade. The remaining societies tend 
to follow local codperative tradi- 
tion. 

In mary of the industrial towns in 
Northern England and in Scotland it 
has long been a custom for the local 
societies to pay relatively high rebates. 
In doing so they have been following 
the wishes of their members, who, be- 
cause of tne insecurity of their employ- 
ment in t2xtile, engineering, and other 
industries, have found thrift to be a 
necessity as well as a.virtue. Out of 
their purchases from  codperative 
shops they are able regularly to obtain 
substantial additions to their incomes. 
Many members allow these sums to 
remain invested in their societies as 
share cap. tal, in some cases to accumu- 
late until the legal maximum of £200 
is reachec. Others use them for such 
purposes as paying taxes, buying cloth- 
ing and furniture, for holidays, or to 
provide for the higher education of 
their children. When dependence on 
relatively high rebates for such pur- 
poses hardens into a local custom, any 
proposal <o lower the rate of rebates 
arouses considerable opposition. Yet 
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some societies which conform to that 
custom have to inflate their prices to 
pay the higher rates. 

It has been estimated that prevail- 
ing margins permit a normally efficient 
society to pay a 10 per cent rebate on 
purchases out of market prices. Ap- 
proximately 66 per cent of the aggre- 
gate of codperative retail trade is con- 
ducted by societies which pay rebates 
of 10 per cent or less; and only 12 per 
cent of the total trade receives rebates 
exceeding 12.5 per cent. Therefore, 
about one third of the trade of the 
movement is conducted by “high re- 
bate” societies, but the majority of 
these are not compelled to inflate 
prices to any appreciable extent in or- 
der to pay their higher rates. 

The large proportion of trade on 
which rebates do not exceed 10 per 
cent is an indication of the present 
tendency to reduce the “divi.” A dec- 
ade ago that proportion was much 
smaller. In recent years there has 
been a drive in most societies to im- 
prove the ability of coöperation as a 
competitive force in retail distribu- 
tion. Lower prices, involving a re- 
duction in the profits earned, have 
been a feature of that effort. 

This discussion of the codperative 
method of distributing profits shows 
that the modern movement has de- 
parted from the original notions of the 
early societies. The pioneers kept to 
the idea of selling goods at market 
prices. If by their methods they 
made a profit out of their transactions, 
it was returned to the customers. 
Prices, not profits, predominated in 
their system. The modern movement 
has not gone full circle; profits do not 
entirely dominate prices, but in all so- 
cieties the rates of profit to turnover 
have become so fixed that efforts are 
made, either by adjusting expenses or 
by manipulating prices, to maintain 
the customary rates. 
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ADVANTAGES OF COOPERATIVE 
ENTERPRISE 


But the figures given above show 
that to rnaintain their rebates the ma- 
jority of societies need not sell their 
goods above market prices, pro- 
vided they are normally efficient. Ef- 
ficiency determines the extent to which 
societies can provide economic bene- 
fits to their members. Throughout 
the movement, efficiency varies con- 
siderably, but in general the coöpera- 
tive method of trading has many 
advantages over the methods of 
competitive commercial enterprise. 

Coöperative societies can raise capi- 
tal more easily and at much cheaper 
cost. Whereas a joint stock company 
has to take the risk and incur the ex- 
pense of issuing a prospectus to share 
investors to attract capital, or of rais- 
ing a bank overdraft, a codperative so- 
ciety is guaran¥eed a secure and con- 
tinuously increasing capital at very 
cheap rates. The size and financial 
strength of the modern movement 
eliminates any idea of risk in codpera- 
tive investment. The members are 
not afraid to place their savings in 
their societies. It is unusual, heav- 
ever, for large sums to be invested at 
one time. Nearly two thirds of the 
individual shareholdings are less than 
£5. Invariably they represent ac- 
cumulated dividends on purchases. 
This device of allowing rebates to ac- 
cumulate is the common method of 
raising capital. Far more capital 
than the societies require to finance 
their trade has been raised in this way. 

In actual figures, the retail societies 
have an aggregate share capital (1935) 
of £136,000,000. To this must be 
added capital raised by loans (a device 
to allow members who have reached 
the legal limit of shareholding, i.e. 
£200, to invest further sums), dis- 
closed reserves, and cash, bringing the 
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total capital to £198,000,0C0. The 
capital required to finance their <rad- 
irg operations is about £78,000,000; 
about 40 per cent of their valable 
finances. The remaining 60 >er cent 
is invested, mainly in the wole- 
sale societies which act as bazkers 
and investment trusts for th: move- 
ment. 

The average of the rates of interest 
paid on share and loan capital is soout 
3.3 percent. The capital invested by 
tke retail societies earns at least a 
similar return, so that the capical costs 
of the trading operations amouxt to 
about 3.3 per cent of the £78,007,000 
used in trade, less the income ôron in- 
vested reserves. The sum taus cal- 
culated is less than 1 per cen: of the 
total trade turnover. There i= no 
other commercial enterprise in Great 
Britain which operates on sech low 
capital expenses. This is an un- 
dcubted advantage tOcodperative so- 
cieties, and in part explains the zase 
with which they have accomptisi2d a 
considerable expansion of buildings 
ard equipment during recent years. 

Two further important advantages 
arise in this consideration of coögera- 
time methods. The customers ot co- 
operative shops have a financial in- 
terest, as well as a trading interes:, in 
their undertakings. This cr2ates a 
strong inducement to buy codpera- 
tively even where there is some dis- 
comfort in doing so. Members will 
walk farther to buy from & cəöp- 
erative shop than they would to buy 
from a chain store or private siop. 
The extra effort earns a rebatz on 
purchases. 

The other advantage arises fom the 
fact that a codperative society has 
members, not haphazard customers, 
The members are known by tke scie- 
ties’ officials. They can be writtea to, 
visited, and persuaded to trade with 
the concerns of which they are Dart 
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owners. This obvious advantage over 
other types of trading, however, is not 
fully exoloited. 


WEAKNESSES OF COOPERATIVE 
ENTERPRISE 


It will be clear from this discussion 
that cctperative societies, by their 
jorm of organization, are more favor- 
ably placed than chain stores and pri- 
vate sheps in the competitive struggle 
for trade. Yet there are certain weak- 
nesses 1: the organization which hand- 
icap its development. The local 
character of the movement is probably 
the chie? obstacle. Each local society 
is autoromous. Even though it is a 
member of the Codperative Union and 
one of tne wholesale societies, it gives 
no authority to these central bodies. 
They cannot institute a national 
policy which is binding on the local 
units. 

Thus, the wholesale societies, which 
supply rearly 70 per cent of the goods 
sold in the retail shops, cannot effec- 
tively undertake national advertising 
of their goods. They do not control 
retail pr.ces. Local autonomy results 
m wide variations of retail prices of 
similar erticles, due to the differences 
in rebates and differences in efficiency 
and costs of operations. These varia- 
tions ard differences exist even be- 
tween neighboring societies. They 
present a problem which the central 
organizations of the movement are 
busy trying to solve. The solution is 
not easy to find. Any policy which 
elms at 2reating greater uniformity of 
services and prices must involve some 
sacrifice of local autonomy by the re- 
tail societies. Yet, whatever solution 
is proposed, it must not destroy the 
local democratic character of the 
movement. To be effective in serv- 
ing the interests of its members, co- 
operative enterprise must be based on 
local ass>ciations of consumers. 
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CREATION OF WHOLESALES 


The form of trading organization 
which consumers’ coöperation has cre- 
ated and developed has proved to be 
adaptable to every kind of commercial 
and financial enterprise; it has not 
been found suitable only for retail dis- 
tribution. The first expansion be- 
yond retailing was taken in 1864, 
twenty years after the Rochdale weav- 
ers opened their pioneering store. In 
that year a group of retail societies in 
Lancashire and Yorkshire joined to- 
gether to establish their own whole- 
saling agency, which, after many early 
vicissitudes, is now firmly established 
as the Codperative Wholesale Society. 
The C.W.S., as it is known throughout 
Great Britain, originally confined its 
business to wholesale merchanting. 
As the movement grew in size and ex- 
panded its commercial activities, the 
C.W.S. was compelled to extend into 
other fields. It is now charged with 
the task of undertaking every kind of 
business involved in bringing salable 
articles to the retail store, and in creat- 
ing finished goods from raw materials. 
It undertakes the merchanting, manu- 
facturing, importation, and transport 
of goods; it undertakes banking, in- 
surance, and the investment of co- 
operative funds; it is responsible for 
designing and building codperative 
shops, factories, and warehouses; it 
owns farms and estates; it publishes 
books and periodicals; it conducts all 
kinds of consumer services—the pas- 
teurization of milk, the administration 
of health insurance, provision of den- 
tal and optical treatment, and so on. 

From a small wholesale agency the 
C.W.S. has grown into a Big Busi- 
ness—with capital letters. Its annual 
trading operations exceed £100,000,- 
000 a year, at wholesale prices. In- 
cluding deposits in the C.W.S. Bank, 
its funds exceed £120,000,000. It 
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manufactures goods annually to the 
value of £35,000,000, and its direct im- 
ports amount to £30,000,000. 

On a smaller scale, the Scottish 
Codperative Wholesale Society under- 
takes similar services for the retail so- 
cieties in Scotland. Through the ac- 
tivities of the wholesale societies the 
movement has gone a long way toward 
being self-supporting. But the sig- 
nificant feature of all this commercial 
and financial enterprise lies in the 
adaptability of the consumers’ coöp- 
erative society to undertake every 
kind of function. The wholesale soci- 
eties are familiar in form to the retail 
societies. ‘Their members are in the 
main retail societies, but they also in- 
clude agricultural marketing and req- 
uisites societies, convalescent homes 
registered as societies, and other asso- 
ciations performing special functions. 
As in a retail society, the members (in 
this case the shareholding societies) 
elect the management committee and 
control policy. They also divide the 
trading profits in proportion to their 
purchases from the C.W.S. or the 
S.C.W5S. 


A New Inga om 


The successful development of the 
wholesale societies has given a new 
turn to the theory of consumers’ co- 
operation. In Great Britain at least, 
some codperators look forward to the 
day when all the commercial and 
financial services of the community 
will be undertaken by coéperative so- 
cieties. They see a wide network of 
consumers’ societies satisfying the im- 
mediate needs of the people: distrib- 
uting consumable goods, organizing 
sport, entertainment, travel, and edu- 
cation. In turn, these consumers’ 
societies will own federal societies. 
Some, like the C.W.S., will be compre- 
hensive, making and merchanting 
goads; others will perform specialized 
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services; but collectively they will 
cover all the requirements of the peo- 
ple. That, briefly, is the coaception 
o? the Consumers’ Codperative Com- 
monwealth which the successfu. en- 
terprise of the wholesale societies has 
brought into man’s vision. It is still 
fer away. Indeed, it may rev=r be 
achieved; but the idea of comsumers’ 
codperatives mutually forming federal 
sacieties for specific purposes has 
brought the idea of a self-su>pccting 
coéperative movement muck nearer 
realization. 

The Codperative Wholesale Scciety 
and the Scottish Codperative Waole- 
sele Society jointly own and ccatrol 
two other federal societies: the Enzlish 
& Scottish Joint C.W.S. which con- 
ducts the movement’s trade in tee cof- 
fee, cocoa, and chocolate, and owns tea 
plantations in India and Cey on; and 
tke Codperative Insurance Society, 
tke most progressive*and one ot the 
most important general insurence un- 
dertakings in Great Britain. The 
E. & S. Joint C.W.S. supplies one fifth 
of the nation’s tea. Its home sales ex- 
ceed 80,000,000 pounds a year and its 
foreign sales—to codperative sociaties 
is other countries—are 450,007,000 
pounds. The Codperative Irsurance 
Society has an annual premium in=ome 
of nearly £8,000,000, and its assets are 
nearly £25,000,000. But, mpo-tant 
as are these two enterprises, they are 
subsidiaries of the wholesale soci=ties; 
they are not the largest codperztive 
undertakings. 


EXTENT or WHOLESALE Trapp 


It is impossible to give an eccurate 
picture of the size of the ‘C.W.S. and 
the S.C.W.S. in a few words. Abso- 
lute figures give no indication o? the 
buildings used in their trade, ~he rail- 
way wagons and road trucks daily car- 
rying C.W.S. goods, the ships eden 
with merchandise for codperstive 
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shops, the rows and ranks of workers, 
the machines they operate, the whole 
nation-wide ramifications of the larg- 
est sing-e commercial business in Great 
Britain. All that can be said is that 
the C.V/S. has 174 factories in differ- 
ent parts of England and Wales in 
which nearly every kind of domestic 
article i made, from aluminum ware 
to woo.en cloth, from bacon to to- 
bacco. It has warehouses and sales 
depots m most of the main urban cen- 
ters. I: employs nearly 60,000 work- 
ers. Tne Scottish C.W.S. has 56 fac- 
tories with an aggregate output valued 
annually at over £6,000,000, and em- 
ploys 15,000 workers. The total an- 
nual sa.es of the wholesale societies 
amount to £130,000,000. 

This huge trade represents a little 
more than two thirds of the supplies of 
goods purchased by the retail socie- 
ties. ‘That the local codperatives do 
not obtain all their supplies from the 
wholesa.e societies they own and con- 
tral ma seem somewhat paradoxical. 
But, although the C.W.S. and the 
S.C.W.S. are by rule prevented from 
selling their goods to concerns other 
than coéperative societies, there is no 
rule to compel consumer codperatives 
to restrict their purchases to the 
wholesa.e societies. Thus the C.W.S. 
and the $.C.W.S. have to compete 
with otrer merchants and manufac- 
turers ix. supplying their own market. 
They have not yet succeeded in creat- 
ing a complete merchanting service 
capable of satisfying all the require- 
ments ef retail societies more eff- 
ciently than all the other concerns 
with which they have to compete. 
The major part of the 30 per cent of 
retail savieties’ purchases which they 
do not supply consists of articles lo- 
cally praduced. The local patriotism 
of a retail society is often in conflict 
with its codperative loyalty. The lo- 
cal society usually settles the issue by 
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obtaining competitive price quota- 
tions from the local firms and the 
wholesale society—-a method which 
often favors the former, for they save 
on transport charges. To overcome 
these handicaps, the wholesale socie- 
ties are rapidly extending their opera- 
tions to enable them to compete effec- 
tively with every concern supplying 
cooperative shops with goods. 

The future progress of the move- 
ment is a matter to which the Coöp- 
erative Union and the wholesale socie- 
ties are giving considerable attention. 
There is a general realization that a 
larger measure of national planning 
must be mnfused into the activities of 
the local societies. The Codperative 
Union, which is the organization re- 
sponsible for advising and assisting so- 
cieties and for undertaking general 
propaganda, introduced a Ten Year 
Plan in 1934 to guide and promote ex- 
pansion. The Plan is based on annual 
quotas of membership, capital, and 
trade, determined for each society ac- 
cording to the existing ratios of mem- 
bership and sales to the population it 
serves. In this way figures of in- 
creased and increasing enterprise are 
drawn up which each society must 
strive to attain. The weakness of the 
Plan is that it does not codrdinate lo- 
cal activities, nor does it provide a na- 
tional program of expansion binding 
upon all sections of the movement. It 
has, however, stimulated local de- 
velopments throughout the country 
and quickened the tempo of general 
expansion. 


SOCIAL BENEFITS OF COOPERATION 


Consumers’ codperation in Great 
Britain will grow only to the extent to 
which it can offer the public greater 
economic advantages than can be ob- 
tained from other shops or stores. 
There is little opportunity for a co- 
operative crusade against trusts and 
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monopolies, because there is very little 
capitalist exploitation in the supply- 
ing of consumers’ goods. The fight 
against the exploitation of consumers 
was fought and won many years ago 
when truck shops were abolished; since 
then the existence of a well-established 
codperative movement has prevented 
the growth of antisocial monopolies in 
the distributive trades. 

Undoubtedly, codperative societies 
have conferred many social benefits on 
the community. They have been a 
steadying influence on prices, an influ- 
ence which is now being used to pre- 
vent prices from rising exorbitantly in 
the upward trend caused by Great 
Britain’s rearmament program. They 
have forced profit making concerns to 
produce goods of pure quality and to 
sell them under more or less hygienic 
conditions. But it is difficult to meas- 
ure the positive effect the codperative 
movement has Had on the public wel- 
fare. No one knows what would have 
happened in the commercial world if 
codperative societies had not been in 
existence. 

There is, however, one real and ob- 
vious service which consumers’ coöp- 
eration has given to the people. Its 
the determination of good wages and 
decent working conditions for its em- 
ployees. Measured by the general 
conditions in the distributive trades, 
the standards of codperative employ- 
ment are high; and the fact that co- 
operative societies are able to treat 
their workers decently has destroyed 
the argument of the private shop- 
keeper who claims that the prevailing 
costs of distribution prevent him from 
raising the wages or shortening the 
working week of his assistants. 


POLITICAL ACTIVITIES 


Despite the obvious social advan- 
tages which result from codperative en- 
terprise, the movement has been 
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treated in an unfairly discominating 
manner by certain postwaz govern- 
ments. The first instances of unfair 
treatment actually occurred during the 
war, when codperative soctstizcs had 
difficulty in obtaining thei” rightful 
place in the system of food control. 
As a result, the movement cecxled to 
enter the political field, rum is own 
candidates in Parliamentary and local 
government elections, and tk us create 
a political force capable of demanding 
more favorable treatment for cadpera- 
tive organizations. 

There are now ten Co3perative 
Party Members of Parliament and 
hundreds of Codperative representa- 
tives on local authorities. Faw of 
them are candidates of the Codpera- 
tive Party alone. The Parlizmentary 
system in Great Britain reelly func- 
tions with the participation of only two 
parties. There is little chance for new 
political groups to gain.a foozhald un- 
less they associate themselves with one 
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of the two main parties. Therefore 
the Cedperative Party has aligned it- 
self with the Labor Party, and its can- 
didates invariably stand on a joint La- 
bor ani Cooperative ticket. 

It cen be claimed that the Codpera- 
tive Party has accomplished a lot of 
useful work, nationally and locally, by 
introducing or supporting legislation 
which benefits the consumers, by op- 
posing reactionary and detrimental 
legislation, and by doing something to- 
wards rreating a public opinion in fa- 
vor of the aims of codperative enter- 
prise. 

On the other hand, it may be said 
that the political activities of the 
movement vitiate the universal and 
voluntary character of coöperation. 
Certainly, the open-membership basis 
of the movement is one of its most 
real ani socially advantageous charac- 
teristics. To lose that may be a 
greater loss than the sacrifice of politi- 
cal action. 


George Darliag, M.A., is chief editor of the Pub- 
ications Deparment, Codperativ2 Wholesale Soci- 
ety, Manchester, =ngland, and is in charge of the 
Information ard Research Service of the same 


= organization. 


le has recently served as secretary 


of a committee of economists who have devoted four 
years to a compieh2nsive investigazion of consumers’ 
coöperation in Great Britain, the results of which 


will be published soon. 


Consumers’ Cooperation in the Scandinavian Countries’ 
By Roy V. PEEL 


$S THE political and social institu- 
tions of a people are conditioned 
by the basic forces of environment, so 
are their economic institutions. In 
the Scandinavian countries these 
forces are very significant, and they 
come often to the attention of outside 
observers. By and large, the geo- 
graphie backgrounds of the Middle 
European and Northern American 
countries are not vastly dissimilar, and 
the problem of transferring a social 
institution or an economic device from 
one to the other does not seem to lie 
beyond the hope of realization. Inas- 
much as the Scandinavian nations are 
unique in the complex of elements 
which compose them, many persons 
have concluded that any success which 
they may have with social regimenta- 
tion is of less interest than the rela- 
tively slower progress made by the 
larger, more typical states. It is not 
my present purpose to dispute this 
thesis, rather I will admit that it has 
some validity. 


SIMILARITY OF SCANDINAVIAN 
STATES 


All four Scandinavian states lie 
north of the 54th parallel, and the three 
northernmost ones lie partiy within 
the arctic circle. The average tem- 
perature is low, but there are not great 
variations, because of the stabilizing 


! The material in this article is based on offi- 
cial reports, first-hand investigation, and per- 
sonal experiences. Nearly all the coöperative 
enterprises in the North publish books, pam- 
phlets, and reports in English. These may be 
had by purchasing them from Kooperativa 
Férbundets Bokférlag, Stockholm, or by re- 
questing them from the institutions named. 
The most prolific writer is Anders Hedberg of 
the KF, Stockholm. 


influence of the Gulf Stream. The 
total area is over a million square kilo- 
meters, but these countries are reck- 
oned as small states—Denmark on 
account of its small size and the others 
on account of their low densities of 
population. Strictly speaking, Fin- 
land is not Scandinavian in “race,” but 
Finno-Ugric; nevertheless, all four 
countries support cultures which are 
similar, and they are joined by cul- 
tural, economic, social, and political 
ties which enable us to refer to them 
as a, distinct group of nations. 

The peoples of Denmark, Sweden, 
and Norway are highly homogeneous 
with respect to nationality, religious 
affiliations, and social customs and in- 
stitutions. The languages of all three 
are alike, and their habits of thought 
and action are not spread over a 
wide range. However, there are cer- 
tain barriers to social mobility. In 
Sweden, there are Lapps and Finns 
who speak different tongues and cher- 
ish traditions at variance with these 
which have enlisted the affections of 
the Swedes. There is also a sprin- 
kling of Jews and Gypsies, at opposite 
ends of the social scale. Denmark has 
a considerable number of German- 
speaking people, and Norway has its 
share of Lapps, Swedes, and Finns. 
There are also in Norway a number 
of persons who are actively engaged in 
the Old Norse movement and who feel 
dissociated from the metropolitan “rig- 
smaal” grdup. The sharpest cleavage 
among population groups is found in 
Finland, where the Swedes constitute 
an extremely powerful minority fac- 
tion. Furthermore, there are in all 
these countries divisions along class 
lines: radicals versus moderates, em- 


165 








1€6 THe ANNALE OF THE AMERICAN ACADEMY 
TABLE I—Bacxerous> or SCANDINAVIAN Consumer CoGPERATION 
‘ Sweden Denmark Norway Finland 
Climate.. ....-.- | Temperate | Temperate | Temperate Cool 
Average Temp. (Centigrade). Aea ir —2.7 to +7.2 +& 9 —2.2 to +8.9! —1. to +5.5 
Population, 1930. ree 6,142,191 3,556,656 2,549,656 3,380,748 
Density: Persons per Sq. Km.. n 15.2 82 71 7.0 10.7 
Hcmogeneity: 
er cent native race®............6. 96 93 92 88 
er cent dominant religion— Lutheret 99.8 97_9 98 96.14 
Dcminant occupations.............--| Balanced | Agricultural | Shipping and | Forest 
Fisheries Preducts 
Pe: cent farms owned by occupants. -- 73.3 95 95 90.5 è 
Dcminant political parties..........- pocial- Social- Workers Farmers-So- 


Democrat 





Derocrat cial-Democrat 


£ Gives only rough picture of how people consider themselves. 
t Fifty-two per cent of entire land a-ea of Finland, meludin= forest land. 


ployers versus workers, farmers v2rsus 
cily-dwellers, and recipients 3f fixed 
inzomes versus the holders o? stocks 
ard bonds. Because of these differ- 
ences it has been no simple task to in- 
atgurate such reforms in social and 
economic organization as cod era- 
tives; and in some instances t2 prog- 
ress of the codperative moverrenz has 
come close to disaster on the rocks of 
group dissension. 

The average American is not aware 
of the importance and magnitude of 
newthern noncodperative institutions. 
The Finno-Scandinavians teke co- 
operation in their stride, and dc not 
look upon it as their most exc usively 
vical contribution to the techr:que of 
civilization. They exhibit a zardon- 
able pride in the excellence of their 
governmental institutions anc ir the 
highly efficient organization of their 
private industries. Some Swedish 
governmental practices which are now 
beginning to attract the notice o° our 
own statesmen are centurias old. 
Norwegian shipping, which yields 
precedence only to British anc Amer- 
ican shipping, rests on equally envient 
foundations. And northern echieve- 
ments in the production of agrienl-ura]l 
products, iron and steel, paper, and 


manufactured wares, tend to be ig- 
nored by writers who find in consum- 
ers’ coöperation the sole answer to all 
the proklems which beset the nations. 


Hrsrory or CoGPERATION IN THE 
Norte 


Denmark was the pioneer northern 
state in the codperative movement. 
Here the first steps were taken in the 
field of banking, about one hundred 
vears aco. Denmark is a nation of 
farmers (it is the premier agricultural 
nation in the world), and it was not 
long after the workers and the fisher- 
men of Thisted set up a mutual pur- 
chasing union in 1866 that the farmers 
took ccmmand of the movement. 
The rapid progress which they made 
has been attributed to the influence of 
the folk high schools, but it can also 
be credized to the leadership of early 
prophets like the Reverend Sonne and 
Dr. Ulrich. All of the northern na- 
tions are highly literate and all have 
developed some remarkable leaders; 
but, since Denmark is chiefly an agri- 
cultural state, social and political re- 
crganization there has been invested 
with a more dominantly agrarian 
character than in the others. 

Denmark’s accomplishments in the 


CONSUMERS, Co6PERATION IN THE SCANDINAVIAN COUNTRIES 


field of agriculture are not entirely due 
to any natural advantages which she 
holds over her sister states in the 
North. Sweden and Finland possess 
greater areas capable of being exploited 
for agricultural purposes, but they 
have not yet been able to approach 
anywhere near Denmark’s record of 
agricultural production and export. 
Cause and effect are mextricably in- 
terwoven in the course of this develop- 
ment. Nevertheless, it is clear that 
Danish agricultural production is or- 
ganized in a superior way, and better 
managed than in the rest of Scandi- 
navia. Also, coöperation in Denmark 
is relatively more prominent in the 
producer than in the consumer field. 

By 1871 there were sixty-two socie- 
ties and soon thereafter a wholesale 
union was established, to be later (in 
1896) reorganized on its present basis. 
At first the societies engaged only in 
distribution; then they began to pro- 
duce, roasting coffee, milling grain, 
manufacturing margarine, shoes, rope, 
bicycles, and other articles, and all the 
while waging unceasing warfare on 
trusts and cartels. In 1910 the So- 
clalist Party congress went on record 
as favoring coöperation, and the work- 
ers then joined the movement until 
they outnumbered the farmers in the 
consumer societies. 

The Swedish codperative movement 
was inaugurated one year after the 
first Danish society was founded, in 
1867. By 1880 there were over four 
hundred codperative societies; in 1899 
the union was established, and in 1904 
the wholesale business was begun. 
After the war, participation in con- 
sumers coöperation grew by leaps and 
bounds until Sweden took first rank 
in the North. 

It is difficult to fix dates of origin. 
Norwegian fishermen have been co- 
operating for centuries, and a Nor- 
wegian codperative savings society 
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was founded as early as 1850. Others 
were established and the number grew 
until 1877, when the Union of Savings 
Societies was formed with 250 mem- 
ber societies; but the Union was dis- 
solved two years later and many locals 
were abandoned. Then, in the nine- 
ties, the lawyer Debli revived them, so 
successfully that his efforts were re- 
warded in 1906 by the formation of 
the National Codperative Association 
of Norway. The workers rallied to 
the standard of the Union in the fol- 
lowing year, that is, three years before 
their comrades in Denmark took the 
same action. From that time on, the 
Norwegian consumers’ codperatives 
have flourished. 

The Finnish codperative movement 
is the youngest and the most vigorous. 
Initiated in the eighties as joint stock 
societies, Finnish codperatives made 
but little headway until the turn of 
the century. At that time, Hannes 
Gebhardt formed the Pellervo Society 
as an information and propaganda 
agency. The soundness of Gebhardt’s 
views and the appropriateness of his 
methods were almost immediately 
made manifest by the rapid expansion 
of the codperative program. “Al- 
though the weavers of Tampere set up 
the first local—an interesting parallel 
to the origins of English codperation— 
the true incentive to Finnish coépera- 
tion came from above, from Gebhardt’s 
promotion society. 

The first union was formed in 1904, 
the same year that the Swedish union 
was organized. Fora number of years 
there was slow growth and harmony; 


. then came,the world war, with its hates 


and delusions and strains on national 
solidarity. Finland split into two 
camps, the radical and the bourgeois, 
a circumstance which probably di- 
minished codperative solidarity. At 
any rate, one hundred of the larger 
consumer societies broke away from 
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the parent union in 1916, fcrming a 
promotion union of their own, and, 
during the following year, a whclesale 
society. Since that year Finaish con- 
sumer coöperation has had its urs and 
downs, but it is now in excelent con- 
dition, reaching a relatively ‘arger 
number of people than in the remain- 
ing northern countries, and maintain- 
ing more intimate associaticns with 
the farmer-producers. 


CHARACTERISTICS OF NORTHERN 
COOPERATION 


These few paragraphs do net suffice 
to tell the whole story of northern co- 
operation, nor are they adequaze for 
an exposition of the theory of northern 
cpöperation. Specialists in this field 
usually distinguish producer from con- 
sumer coöperation, and they some- 
times place codperative credit, co- 
overative purchasing, and coCperative 
distribution of electrical power in sepa- 
rate categories. 

We are familiar, in the United 
States, with the “mutuals,” such as in- 
surance societies, building and loan 
sacieties, and telephone compamies, but 
we do not always recognize them as 
tri codperatives. This que:ticn de- 
serves afew words. There is 2 certain 
propriety in defining aggregeticns of 
sellers in one way, and comkinations 
o? buyers and users in another. Still, 
there is this much in common among 
all so-called codperative entzrprises: 
they are democratically cantrolled, 
they reject the implications of the 
theory of private profit, and they rely 
on service rather more tharson the 
securing of strategic advantages :n the 
open market. 

Since Danish coöperation is most 
noteworthy in the field of agricultural 
production, Danish coéperatrve prac- 
tices must be tested in the ligh: of prin- 
ciples currently operating in the area 
o? world trade. Similarly, the histori- 
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cal antecedents to Swedish, Norse, and 
Finnish coöperation have given to 
each a tnique character which must be 
taken mto full consideration before 
any finel judgment is made. Despite 
numerous divergences, consumer co- 
operation in the North owes a common 
debt to English and German inspira- 
tion, ard it is uniformly infused with 
the same principles as those which 
moved zhe Rochdale pioneers. Never- 
theless, it has a special Scandinavian 
quality that one must never lose sight 
of, and that is the ideal of effective 
democracy. 


RELATION or CONSUMER COÖPERA- 
TION TO PRODUCER COÖPERATION 


One cannot ignore the intimate as- 
sociation between producer and con- 
sumer coöperation in the North. In 
America and in certain European 
countries, producer coöperation is 
hardly separable from private produc- 
tive enterprise. It is delusion to ad- 
mit an economic organization into the 
ranks of coöperatives when it practices 
fraud or. the consumers or extorts a dis- 
proportionate return from them in the 
form of high prices. It is likewise im- 
proper to concede coöperative status 
to orgamizations which unduly benefit 
the distributors or which permit own- 
ership zo be exploited in behalf of 
management. Charges of this sort can- 
not be levied against Scandinavian 
producer coöperation. 

Moreover, the Scandinavian states 
are higaly socialized; that is to say, 
they provide extensive services to the 
citizens which fosters the spirit of 
working together for the common 
good. They are, however, allless than 
self-sufEcing, which means that they 
maintam their standards of living only 
by virtte of an international margin on 
which they are precariously depend- 
ent. It was this dependence on for- 
eign trade and on the necessity for 
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acquiring and maintaining a com- 
parative advantage in their export 
industries that forced them to take 
extraordinary measures in the field of 
production. Sweden, rich in iron and 
timber, and highly developed indus- 
trially, chose private enterprise with 
state aid as the most effective way of 
organizing her export industries to 
compete in world markets; Denmark, 
with few resources, turned to codpera- 
tive agricultural production. 

Norway threw its strength into 
shipping (private, with state aid) and 
fisheries (private, coGperative, and 
mixed). Finland followed Sweden’s 
lead. As a consequence, there has 
arisen a degree of specialization in the 
North which has tended to encourage 
regional understanding. This trend 
has had the further effect of spreading 
the gospel of coöperation, and when 
the northern nations found that pro- 
ducer coöperation, however satisfac- 
tory to the producer, did not safeguard 
the interests of workers and domestic 
consumers, they looked about for new 
techniques. These they found in the 
great triumvirate of social-democracy, 
labor unions, and consumer coépera- 
tion. The first brought about “na- 
tionalization” and “socialization”; the 
second, industrial peace and pros- 
perity; the third, a regular supply of 
quality goods at fair prices. 

A few facts will illustrate how far 
these countries have gone in the direc- 
tion of producer codperation. In 
Sweden there are 5,285 producer co- 
operative societies; in Denmark, 2,173; 
in Norway, 2,712; and in Finland, 
5,460. 

Denmark boasts of magnificent ship- 
ping, and cement, structural steel, and 
brick works; but its strength hes in 
its farms, 95 per cent of which are 
owned by the occupants, and nearly as 
many attached to some codperative 
society. It has been estimated that 
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six out of every ten Danes are enrolled 
in a codperative society; I say that 
every man, woman, and child in Den- 
mark shares the benefits of Danish pro- 
ducer coöperation. Danish farmers 
produce, grade, and market on a co- 
operative basis the very finest bacon, 
butter, and eggs. They market cattle, 
cheese, grain, and flour in the same 
fashion, and they purchase centrally 
and distribute to the codperators coal, 
fertilizer, and agricultural machinery. 
All together, Danish producer codpera- 
tives handle over one billion crowns’ 
worth of goods annually! 

Finland, on a smaller scale, operates 
on the same principles, as does Norway 
with an even smaller turnover but 
with additional special enterprises for 
the canning of fish and the making of 
potato flour. 

Lastly, m Sweden, where agricul- 
tural producer coöperation is growing 
by leaps and b8unds, 77 per cent of all 
milk sold is codperatively produced 
and distributed, and notable advances 
have been made in the field of codpera- 
tive shoe, rubber, textile, and marga- 
rine production. 

The vast range of Scandinavian pro- 
ducer codperative activity is presesed 
in Table IT. Obviously, no small fac- 
tor in the consumer movement is this 
complementary regimentation of the 
forces of production. 


Types or Consumer Co6PpERATION 


A strict construction of the term 
“consumer coöperation” probably ex- 
cludes agricultural breeding associa- 
tions where there is common ownership 
of studs, bulls, boars, and rams, but 
these unions accustom farmers to the 
idea of working together. So do the 
“purchasing unions” of which there are 
1,580 in Sweden alone. Other border- 
line organizations are the consumers’ 
auxiliaries, codperatively owned paper, 


‘printing, and cash register establish- 
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TABL= I_—Propucer COÖPCRATION 
(Figures approximate only: for recent years) 






Sweden Der mark Norway Finland 


— A EE n RR a 





Percentage ee area in agricul- 


ture. . aaa ated 14 10 (?) 
Per cent population < on farms. EIEE 33 60 
Par cent farming population in produ-er 
coöperation. . EE OL nce : 99 902 75 b 
' Pzoducer-coöp. locals. P ee AA ; 2,173 2,712 1.203 ° 
Turnover of oe coöper atives 
(1,000 Kr.).. E EE 124,143 1,079,600 162,243 937.84 
Dairy societies: aa edra ranek eaii ia 848 1,402 8 839 
Batter export and butter societies... i a E E (684) 
Ezg export and selling............4. 179 700 he aoe 195 
Cattle export. . LETI AT 15 9 8 
Fish products coöperatives E E ý 150 : 
Forest products cojperatives.......-. e 5 


a Only 30 per cent of area is productive. » Estimated. ° Does not include joint purchasing and 
acxiliary societies. There are 3,179 nondstributive codperazives. 4 Figures in millions of marks. 
Taere is considerable overlapping herz. => Information lackirg. 


ments, real estate companies, and businesses were added to break the 
credit associations. Stillanothertype power cf some international trust or 
is the worker-producer unions -vh2reby cartel. 
carpenters, cabinetm&kers, quarry- The retail distribution codperatives 
men, and general builders join ferces of the North sell groceries, bakery 
primarily to protect their own produc- goods, meats, fish, dry goods, clothing, 
ing interests, but not so sedom to and shces. Each country has some 
assist associations of consumers and unique distinction in this—the most 
owner-occupants. important—field. Norway ranks first 
The consumer coöperatives directly im turnover per member; in percentage 
presuce a number of goods; tie} own of total national retail trade, Finland 
and operate: flour mills, wocler and tops the list; in capital assets and in 
cotton mills, bakeries, chemical, rub- value of central production per mem- 
ber, shoe, clothing, soap, rope, mus- ber, Sweden is in the lead. Denmark 
tard, candy, chocolate, bacon, 3acsage, has th= most Jocals—1,830; and 
spice, cigar, and wooden-ware fecto- Sweden, Finland, and Norway follow 
rias, cement plants and oil pants, im order with 802, 545, and 479 respec- 
sugar refineries, coffee roasteres, nalt tively. Sweden leads in the number 
drink and beer breweries, boz:ling of members, followed closely by Fin- 
works, dairies, tanneries, and srroked land, but the latter comes in ahead 
meat factories. In Norway zhe ma- with respect to the number of shops, 
jarity of these enterprises are Iceally or outlets. If we count four persons 
owned, while in the other countries asa family, we find that Swedish and 
they are centrally owned ard man- Danish consumer codperatives have 
aged. The foodstuffs factories were each enrolled one third of the nation, 
nearly all acquired in order to icsure the Norwegian one sixth, and the Fin- 
a steady supply of low-priced quality- nish onehalf. Roughly, 1 would guess 
controlled goods; but marga-ine, in- that the northern coöperatives sell 
candescent lamp oil, and a “few zther’ goods te three fourths of the people, 
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i TABLE I1]—Consumer COÖPERATIVE LocALs: DISTRIBUTIVE SOCIETIES AND OTHERS 
Sweden Denmark Norway Finland 
1934 (1935) | 1984 (1935) 1934 1935 
Central unions.. esse oacsoeerucss 1 9 1 Qa 
Local societies... ...........0005- 802 1,824 (1,853) > 479 545 
Members...........0c.0ceeeecee 568,000 $29,000 130,000 490,000 
(344,0001 
Employees. .. .......-.00eeeeeee: 12,716 9,350 3,287 15,000 (est.) 
Turnover 165,110 168,050 
(Thousand Kr. for Sweden, Den-| (177,660) b (184,188) 117,224 2,753 ¢ 
mark, Norway) 
(Million marks for Finland) 
Shops (outlets)...... 0.00.0 ce eee. (4,144) (1,827. 502 4,888 
Factories: 

E e EESE ETE 14 led 8 12 
POCA PEE E a nea tee 92 & 165 152 (KK) 
Consumer-producer............- 20 e e : 
Worker-producer ...........-.. 18 e e e 

Total rrna T erm ne 144 20 173 164 
Housing coéperative 
unions-—~national. ............ 1 3 l e 
Locals eerti Ea ESNA 148 59 (?) e 3 
Members—or apts.............- 22,000 12,00) 800 e 
Electrical distr. societies. ......... B4 41E e e 335 f 
Agricultural purchasing societies. .. 1,580 2,88) p 858 ! 
Restaurant and café unions....... 82 e € e 
Insurance societies............... 2 8 Qi 3 


a Two large alliances; actually five or six large unions. The Hankkija is half codperative stores. 


b Figures in parenthesis are for 1935. 
e KK and SOK groups only. 


4 Independent factories for cement and agricultural machinery. 


e Information lacking or unsatisfactory. 

f Telephone codperatives. 

2 Counting cities as codperative societies. 

Members of Felleskjgbet. 
tive. 


2,756 in the Norges Bondelag, which is partially codperative-distribu- 


i One consumers’ codperative society; one farmers’ insurance mutual. 


because the Swedes and the Finns sell 
to non-members as well as members. 

In the matter of central organiza- 
tions, Sweden, Norway, and Denmark 
each have one, while Finland has two, 
one “progressive” and one “neutral” 
(bourgeois). In the latter country 
there are, besides, both Swedish and 
Finnish societies in the neutral union; 
but the socialist union avoids division 
by employing both languages. Allthe 
northern consumer codperatives are 
combined in one “international,” 
which maintains a central purchasing 


organization with headquarters in 
Copenhazen, an office in London, and 
lamp factories in Sweden and Norway. 

Closely identified with the consumer 
codperat:ves are the insurance mutu- 
als: Folket (life) and Samarbete (fire 
and accident, and so forth) in Sweden; 
Pohja (life) and Kansa (fire and ac- 
cident) in Finland; Samvirke (fire) 
and Samvirke (life) in Norway; and 
Tryg in Denmark. Denmark sup- 
ports as well five smaller insurance 
companies which serve the farmers. 

In the field of supply services, co- 


172 


operation is not significant in the 
North. There are no cotpezative 
drug stores or medical services. These 
activities lie rather on the level of 
state action. But there are 20¢pera- 
tive restaurants, the chief of which are 
owned by the great locals, Kenszm in 
Szockholm and Elanto in Hebinzfors. 
Finland has 335 telephone mutuals, 
Sweden has 34 codperative elsctric 
power distributors, and ther? are in 
addition scores of minor undertakings 
in this class. In all these courtrizs ex- 
cept Finland, the state (or the munici- 
pality) controls very largely the serv- 
ice of supply; hence there is little 
room here for the mutuals. However, 
the form of distribution often 1ss_1mes 
a zoöperative character, Le., tc Ws CO- 
operate with other towns, or users co- 
operate with municipalities, provimces, 
private industry, and the state. Al- 
though such organizations ard brac- 
tices reénforce the cddperatize idea, 
the general rule is to consider -hem as 
outside the realm of consumer direct 
action. 

Coéperative housing has reached 
great heights in Sweden and Denmark, 
and it is beginning to take aol in 
Nofway and Finland. Many of the 
Swedish housing codperatives ere con- 
solidated into a national union: Hyres- 
gästernas Sparkasse och Brggaads 
Fëreningarnas Riksförbund), bat there 
are also powerful independent associa- 
tions in Stockholm. The H & B. 
meintain close relations with Konsum 
and with the Trades Union Euilding 
Society, which would stamp taem as 
radical in any other country. Den- 
mark’s Worker’s Housing Codperstive 
Society is distinctly “left,” whereas the 
larzer and better-known Copethegen 
Hausing Coéperative Society iz uade- 
niably conservative in memktership. 
But too much importance should not 
be attached to these tendencies, since 
all northern housing coéperatives are 
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friendly to each other and certainly 
not inimical to codperative principles. 

Nortiern credit institutions are 
closely zupervised by the state. Only 
by stretching the meaning of the term 
“coöperation” could they be included 
in this discussion. But the consumer 
and housing codperatives carry on an 
extensive savings-book business, as do 
the producer codperatives. 

It is obvious that codperation has 
deeply penetrated the fabric of Scan- 
dinavian economic life. It would not 
be far from the truth to say that every 
Northerner (Nordbo} comes into con- 
tact with coöperation at some point. 
Nevertkeless, this system of organiz- 
ing ecoromic activity still has a long 
way to z0. Three fourths of the an- 
nual retail turnover is privately con- 
trolled, as is over 90 per cent of indus- 
trial preduction. Perhaps the most 
significaat feature is the rapid growth 
of all forms of codperation m the 
North. 

Rochcale principles prevail in the 
main, but with variations. The 
Swedish Union has recently acquired 
the second largest department store 
in Stockholm, which is an innovation 
with regard to both the content and 
the form of ordinary consumer co- 
operation. Still, all the northern as- 
sociations hold fast to the doctrines 
of “own capital,” no credit, democratic 
control, and quality goods. 


ADMINISTRATION OF COOPERATIVES 


Northern consumers’ codperatives 
are governed by representative as- 
semblies composed of “trained lay- 
men,” managed by skilled administra- 
tors, and served by specialists. The 
process of acquiring membership is 
generally uniform. The prospective 
member Duys his way by making pur- 
chases amd storing up his credits or 
“dividends.” Norway and Denmark 
require formal acceptance of appli- 
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cants before permitting them to trade 
at coöperative stores; the other two 
states do not. 

At first all the societies borrowed 
funds, but by now they have liqui- 


dated their indebtedness except for ` 


bills outstanding and an inconsiderable 
amount of old loans. The principles 
affirm “no credit,” but certain institu- 
tions such as municipal hospitals, large 
restaurants, and so forth, are permit- 
ted to open accounts. 

Managers are uniformly competent 
persons. The Swedish and Danish so- 
cieties maintain training schools for 
managers and employees which are 
models of their kind, and all the 
northern unions conduct quite an ex- 
tensive program of popular education 
through forums, conferences, corre- 
spondence, and traveling auditors. 
The most elaborate of the personnel 
training programs is that of the Swed- 
ish coGperatives, whose school at Var 
Gard, near Saltsjöbaden, enjoys an in- 
ternational reputation. 


ORGANIZATION OF COOPERATIVES 


Many of Denmark’s codperative en- 
terprises are loosely united in a com- 
mittee called Andelsudvalget. Among 
those not represented are: credit co- 
operatives, housing codperatives, in- 
surance mutuals, and the members of 
the United Codperative Association 
(Det Kooperativa Fellesforbund). 
This latter organization takes care of 
small bakeries, fuel-purchase mutuals, 
and so forth, about 140 in all, with an 
annual turnover of over sixty million 
crowns. 

The Committee acts as a codrdinat- 
ing unit among the consumers’, the 
producers’, and the large social welfare 
codperatives, the first of which are 
united by the Fallesforening for Dan- 
marks Brugsforeninger and a small 
country union (The Ringkøbing Amts 
Vareindkgbsforening) . 
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In Norway the identification of con- 
sumer and producer interest is not so 
close as it isin Denmark. There is a 
union known as Norges Kooperative 
Landsforening. But whereas the Dan- 
ish insurance codperative, Tryg, is in- 
dependent, the two large Norwegian 
insurance mutuals, both called Sam- 
virke, are integral parts of the national 
union. Production of goods by local 
societies is also given unique emphasis 
in Norway, where the central union 
operates only three factories—soap 
and chemical, shoe, and chocolate. 

The producing activity of the Swed- 
ish Union is, on the other hand, highly 
significant. There are over 20,000 
economic societies in Sweden which 
are associations that are officially 
classed as codperative. Of this num- 
ber more than half (about 12,000) are 
designated “consumer codperatives” 
in the official statistics; but this figure 
embraces resturant, housing, and 
electrical distribution societies. If 
we eliminate the latter, we find 1,500 
virtual consumer locals, of which about 
800 are legally termed “distribution 
societies.” Ninety-three per cent of 
the latter are united in Kooperativa 
Förbundet, familiarly known as Kaie 

It will repay us to analyze the com- 
plete organization of KF, which is 
typical in the North. At the base are 
586,000 members, mostly heads of 
families, four persons to a family. 
This means that 2,350,000 Swedish 
persons are enrolled in KF. The local 
societies vary in size from 78,000 m 
Stockholm to a few dozen in the 
rural communities. Local organiza- 
tion naturally corresponds to the size 
and the local conditions, but the rule 
is that all members constitute the gen- 
eral assembly, where each person has 
one vote. This is the legislature of 
the local. It meets annually and se- 
lects a board of directors, five in num- 
ber, who select the manager and super- 
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TABLE I1V—Consumern Entorerises IN SWEDEN, PRIVATE AND COOPERATIVE, 1930 


` Tozal Sales 
Type of Enterprise | Number (Eronor) 
Private wholesale enter- 
prises.............-| 10,000 | 4.5€0,000,000 
obperative wholesale 
society... .... 1 144,000,000 


Private retail enterprises} 55,000 
Consumer codperative 
locals seneta res 


3,0C0,000,000 


800 


vise his work. The local <ssemblies 
also elect to the district asseribues one 
delegate from each local, plus one addi- 
tional delegate for each blac of 500 
members. There are 18 of these dis- 
tricts, corresponding to the aumber of 
administrative areas in tke Union. 
These district assemblies mæt in the 
autumn, when they discuss zeneral 
questions, thus articulating “istrict 
opinion,” and they each elect a district 
board of five membérs, whz manage 
propaganda, establish new sccieties, 
and choose the district auddor. 

The district assemblies sls) elect 
representatives to the Adm aistrative 
Council of the Union, corrposed of 
twenty-two members. Meanwhile, 
tle local assemblies send delegates 
(equal in number and oiter tke same 
persons) to the Union Congzess. Now 
we have arrived at the sureme au- 
thority in the Union. The Congress 
meets annually in June, receives the 
reports of the central and distrizt audi- 
tors, and discusses and deci les impor- 
tant questions confronting «he Union. 

The Administrative Council. named 
above, composed in equal areportion 
of local directors and laymen, acts as 
an advisory and supervisirg agency. 
It meets from five to eigk: <imes a 
year and keeps a close watck on Union 
affairs, specifically by exarain ng dis- 
trict reports and by checkinz the work 
of the Board of Directors of the Union, 
which it selects. These latzer are the 
men who operate the KF. and they 


verane Turnover 
| per Enterprise 





Average Turnover 
per Employee 





(Krcmor) (Kronor) 
450.000 

50900 144,295 21,000 
468.500 10,725 2,000 


enjoy a relatively permanent tenure. 
Each :s the head of a bureau and re- 
sponsi le for its work, although actual 
day-tc-day management is intrusted 
to the section chiefs, who have, in turn, 
considerable discretion, limited by in- 
forma. conferences, daily statistical 
reports, monthly summary statements, 
and annual reviews. 

There are auditors at every level, 
selected by and responsible to the 
appropriate representative assembly. 
Note, however, the special features of 
the district auditing system, where the 
persornel is composed largely of ex- 
managers, currently functioning as 
secretaries of the district boards. 
These men are assisted by inspectors 
sent out by the KF central control 
section. Together they inquire into 
every phase of local activity—not 
merely the accounts, but business 
practices, educational activity, per- 
sonne. policies, and social relations as 
well. 

The outside observer should not be 
misled by the frank spirit in which the 
Scancinavians accept and employ the 
term “propaganda.” ‘They have no 
patierce with such tommy-rot as “pub- 
lic re.ations counselors” or with the 
attribution of evil design indicated by 
the term “propaganda menace.” The 
KF propaganda section is a center for 
legal and economic information; it 
takes the initiative in arranging ex- 
positions and conferences; it edits and 
distrisutes tracts, books, and films; 
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it coérdinates the efforts of interme- 
diate groups (in 1935 there were 
three thousand study groups with 
thirty thousand members); and it 
forms the women into codperative 
guilds. Moreover, it publishes the 
greatest codperative newspaper on 
earth—Konsumentbladet, with a 
weekly circulation of half a million 
copies. And the personnel training 
program of Var Gard, under the wise 
direction of Rector Elldin, embraces 
theoretical as well as technical sub- 
jects. This is propaganda of a high 
type, without the distortions, the eva- 
sions, and the misrepresentation found 
in perverted systems. 


Finnish organization 


If we go east from Sweden across the 
Gulf of Bothnia, we meet in the Finns 
a people whose culture is strongly 
reminiscent of Swedish culture, yet 
strangely unfamiliar. More sharply 
defined nationality, religious, eco- 
nomic, and political cleavages in Fin- 
land have influenced the development 
there. Political preferences decide 
whether a citizen will join SOK (Suo- 
men Osuuskauppojen Keskuskunta) 
—a conservative and strongly agrarian 
society, or KK (Kulutusoswuskuntien 
Keskusluto) —the socialist and chiefly 
urban society. Language differences 
are reflected in the various affiliates of 
the SOK group-—-Varuboden, a con- 
sumer codperative society for Swedish 
speaking people; Labor, the Swedish 
agricultural codperatives; and so 
forth. 

The neutrals are united by the Pel- 
lervo Society, a general advisory, in- 
formation, and propaganda “roof” or- 
ganization, which in character is some- 
thing like Denmark’s Andelsudvalget. 
With it are associated SOK, Hankkija 
(farmers’ producer-consumer coépera- 
tive central), Valto (milk and butter 
export), OKO (agricultural credit), 
Karjakeskuskunta (cattle), Muna 
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(egg export), and Metsäkeskus (lum- 
ber), besides fifteen hundred farmers’ 
locals. SOK is the chief wholesale 
agency for the neutral group, and YOL 
(Yleinen Osuuskauppojen Liito) is its 
educational and advisory organization. 
KK is, on the other hand, the educa- 
tional central of the Socialists, whose 
parent wholesale and manufacturing 
union is OTK (Osuustukkukauppa). 
The latter is united with SOK in the 
Nordisk Andelsférbund (the Scandi- 
navian international union), but at 
home it has fewer contacts with the 
farmers and is weaker in the Swedish 
neighborhoods. However, it has a 
powerful metropolitan local, the 
Elanto of Helsingfors. The internal 
organization of each great consumer 
union is much like that of Sweden’s 


KF. 


RELATIONSHIPS WITH OTHER 
ELEMENTS OF SOCIETY 


Describing properly the relation- 
ships between Scandinavian codpera- 
tives and other elements in Scandina- 
vian society is impossible, since there 
are too many elements which require 
definition. However, one may be par- 
doned a few generalizations. Theama- 
jority of the leaders in the entire 
movement are Socialists, notwith- 
standing the fact that the movement 
is general and accepted by members 
of all parties. Since most of the work- 
ers are Socialists, it is fair to assume 
that the workers are favorable to co- 
operation. But we need not assume 
it; it is true. Indeed, a powerful 
Swedish, industrialist wrote to me a 
short time ago saying that Swedish 
labor was “the backbone of codpera- 
tion, and indicating further that in his 
opinion, coöperation never succeeds 
unless backed by a strong organization 
of labor. His attitude is typical in the 
North. Large industry favors co- 
operation. Nevertheless, certain ele- 
ments are opposed, among which I 
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might name the Swedish pzivate 
wholesalers’ and retailers’ uncons, and 
cartain factions in private merchandis- 
ing in Norway and Denmark. 

The energy and attention of Swedish 
industrialists is absorbed in m_ning, 
lumbering, shipping, and mamufectur- 
ing; while in Norway, shipping and 
world trade engage the int=rest of 
business leaders who might ozherwise 
be actively promoting or retarding 
ccnsumer coöperation. In Lenmark 
the whole nation has been geared to 
agricultural production, so much so 
that consumer coöperation is some- 
thing in the nature of an inzid2ntal 
activity. A few of the newer irdus- 
trialists resent the progress of codpera- 
ticn, but cannot effectively formulate 
their objections to it. Furthe>, ic ap- 
pears to me that the peculiar and in- 
trizate codperative organizafior of 
Finland, while from one point 3f view 
it splits the nation info conservatives 
and radicals (by the YOL-KK aign- 
ment), unites it, on the other henc, by 
the arrangements devised to com ine 
farmers, the professional white-collar 
workers, and distributors in ths Pel- 
lervo confederation. The Finni:1type 
ofgwoducer-consumer coöperation may 
eventually prevail over Denmazk’s; it 
is scill in the stage of experimenzat:on. 

This is no place to consider in detail 
the rôle of church and school in the 
formation of public opinion rela=ive to 
coéveration in the North. It is 
enough to say that these forces are 20t 
inimical. Scandinavian  clercymen 
preech the gospel; they do not mix 
half-baked economic and sociokgical 
thecries with their sermons, buf tley 
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may say what they like outside’ the 
pulpit—a distinction very difficult for 
non-Scendinavians to understand. 
The schools, on the other hand, are not 
entirely nonpartisan. Allweneed con- 
cern ourselves with here is (1) the fact 
that the lower schools are not un- 
friendly, and (2) the even more strik- 
ing fact that the adult noncredit 
schools (folk high schools) are the 
spiritua: agencies which have given 
form and direction to the strivings of 
farmers, workers, and small business 
men. 


CONCLUSION 


The central fact in the story of 
Scandinevian codperation is that the 
northern peoples have learned to live, 
to work, to play, to sing, to consume, 
and to think together. They accept 
the principle of competition under re- 
strictions, allowing it a certain range of 
action in limited situations; and they 
never lose sight of the ideal of collec- 
tive action for the public good. For 
these reasons it is impossible to divorce 
northern consumer coöperation from 
northern producer coöperation, or to 
dissociate the whole movement from 
the contemporary and equally valid, 
equally s gnificant trends toward so- 
cial class harmony, political agree- 
ment, governmental coédrdination, and ' 
international codperation. ‘The tech- 
niques are intricate and complicated, 
but the metkod is simple: to justify 
each step on the facts and to present 
these facts scientifically. The aim is 
equally simple: to build a social order 
where every man may live a more 
abundant and more dignified life. 


Roy V. Peel, Ph D.. is associate professor of gov- 
ernment at New York University, New York City. 
He has recently spent two years in the Scandinavian 
countries for the Ir-atitute of Public Administration 
of New York. He is the author of “Political Clubs 
of New York Cit}? (1935) and otker books and 
articles in the field of volitics and administration. 


Examples of European Cooperatives’ 


I. Tue Coérrerative SOCIETY OF 
BASEL (SWITZERLAND) 


HE General Consumers’ Society of 

Basel was founded seventy years 
ago. Its membership of 59,711 fam- 
ilies includes about four fifths of a 
population of 220,000 in the city of 
Basel and in the surrounding area (ex- 
tending even into adjacent French and 
German territory). Its turnover in 
1935 was 52,909,820 Fr. ($17,194,000),? 
including members’ purchases amount- 
ing to 41,850,000 Fr., on which savings 
returns were made. It is the largest 
consumer coéperative in Switzerland. 
Probably no other important consumer 
cooperative in Europe serves the popu- 
lation in its area so completely both 
with regard to membership and with 
regard to the variety of goods and 
services furnished. 

The Society has 251 outlets in the 
city and adjacent areas, The prices 
are the same in all stores. Groceries, 
fresh fruits and vegetables, wines from 
the Society’s own cellars, bakery goods 
from its own three bakeries, milk and 
dairy products, are handled by 190 
stores; and meat products by 43 stores. 

+ Because of certain delays incident to mail 
communication between this country and 
Europe, two articles originally scheduled for 
this position in the volume were not received. 
There is substituted in their stead a roughly 
equivalent section from the Report of the In- 
quiry on Codperative Enterprise in Europe ap- 
pointed by President Roosevelt last year. This 
excerpt is printed with the permission of the 
members of the Inquiry, whose report has not 
been published at time of going to press. The 
members of the Inquiry were Jacob Baker, 
Leland Olds, Charles E. Stuart, Robin Hood, 
Clifford Gregory, and Emily C. Bates. 

? The Swiss franc is now a little more than 
three to a dollar of our currency; in 1933 it 
was about four to the dollar, and from 1925 
to 1932 it was about five to the dollar. 


There are also twelve shoe stores, three 
dry goods stores, one hardware store, 
two department stores with a complete 
line of clothing and house furnishings, 
and two restaurants. The Society has 
its own modern shoe repair shop. Its 
fuel division distributes annually over 
1,100 freight cars of wood, coal, and 
fuel oil. The Basel Society has 2,000 
employees, of whom more than 1,500 
are engaged on a permanent and full- 
time basis. The Society’s last annual 
pay roll amounted to 7,622,930 Fr. 

Besides operating a number of pro- 
duction enterprises of its own, the So- 
ciety is a large investor in the codpera~ 
tive flour mill and the codperative shoe 
factory owned by the Swiss Codpera- 
tive Union. Its, commercial banking 
requirements are handled through the 
Central Coéperative Bank at Basel, of 
which it is a member. The Society 
also operates a savings bank which 
handles deposits of its members for the 
purpose of financing codperative enter- 
prise without depending on loans from 
private banks. It has invested 9,000,- 
000 Fr. in building loans and mortgages 
of codperative housing societies. The 
Basel Society is the largest real estate 
owner in the city. It owns 92 proper- 
ties housing many of its stores and 
more than 500 families. 

Membership in the Society is re- 
stricted to one member of a family. 
The entire family, however, can pur- 
chase under that membership. Pur- 
chases are extered in the members lit- 
tle purchase book, which is turned in 
to the Society at the end of the year 
for the computation of savings returns. 
In 1935 the annual savings returns 
amounted to 9 per cent of a member’s 
purchases or a total of 3,766,500 Fr., 
bringing the total patronage refund 
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during the Society’s existence to more 
than 83,000,000 Fr. 


Operating methods 


The stores, designed by the Society’s 
architectural division, look bzight, 
clean, and efficient. Modera mer- 
ckandising methods are used ir the dis- 
play and arrangement of stocs. The 
stores are open from seven in tl e morn- 
ing till seven in the evening; bu: the 
employees work not more than 814 
hcurs a day. We were inform ed that 
the turnover per employee averages 
42,500 Fr. annually, while in pr. vate 
retail stores it is generally arounc 20,- 
000 Fr. This efficiency in op=ration, 
we were told, makes it possible to give 
the employees better conditions than 
in private stores; such as slightly 
higher wages, paid vacations, sickness 
and old age pensions. The gross cost 
pe? codperative employee in Besel was 
said to be about 1,000 Fr. p2r year 
higher than the average for private 
business. 

The Society sells about hal* o? all 
focd retailed in Basel, 10 per zert of 
the clothing, and 15 per cent of the 
shees and boots. It supplies 40 per 
ceft of the area’s bakery goods 2on- 
surmption, and 40 per cent of the milk 
consumption. 

Perishable goods such as milk fresh 
fruits, vegetables, and bakery gcods 
are supplied to the stores two or three 
times daily, although most storss 20w 
have electric refrigerators. Cn the 
shelves are practically all kinds of 
goods for which there is a corsu ner 
demand. In many instances, private 
brands stand side by side with cciipera- 
tively produced and packaged goods. 
But the thrifty housewife soon lecrns 
to notice the difference in price. ‘Thus 
in cne of the stores we were shewn a 
package of co-op soap powder retail- 
ing at 60 centimes, while the same size 
pacsage of a private brand sells for 80 
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centimes (about 7 cents more in terms 
of United States currency). 

In order to simplify the record keep- 
ing, the Society issues its own currency 
in denominations from 5 centimes to 
5 francs. When a member buys (al- 
ways at par) 10 or 20 francs’ worth of 
this codperative currency, the pur- 
chase is entered in his little purchase 
book fot purposes of calculating the 
annual savings returns. This relieves 
him and the sales girl of the bother of 
entering in his book sales amounting to 
only a few centimes; and it induces 
members to make even small purchases 
at the codperative store. There are 
about 400,000 Fr. of this currency in 
circulation. The Basel Society initi- 
ated this system before federal law 
limited zhe private issue of money. 
However, no new society is allowed to 
use its own currency. 

The production and warehousing 
facilities of the Basel Society are mod- 
ern. The coffee roasting plant blends 
and puts up about 800,000 half-pound 
packages annually. The main bakery 
is the largest in Switzerland and em- 
ploys 12% people. It uses about 4,000 
tons of four annually. It is a model 
of cleanliness and efficiency. The So- 
ciety has its own produce market with 
cold storage facilities, also automatic 
grading equipment for potatoes, ap- 
ples, anc so forth. The fuel yards 
have alr2ady been mentioned. An . 
abattoir =mploying 112 persons pro- 
vides the stores with fresh meats in 
addition to the meat products supplied 
from the large packing plant in which 
the coGperative wholesale V.S.K. has a 
controlling interest. The milk plant 
is considered technically and hygieni- 
cally one of the finest in Europe. It 
handles sbout 17 million quarts an- 
nually. Two thirds of the milk is sold 
over the counter, the rest delivered to 
customere’ homes. About 250,000 
bottles per year of certified milk for 
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children come from the Society’s own 
model farm. Surplus milk is turned 
into butter and cheese in the Society’s 
own plant. In the mechanized shoe 
repair shop about 50,000 pairs of shoes 
are repaired annually. The winery 
has the largest storage vaults in Swit- 
zerland, holding about 3 million quarts 
of wine and fruit juices. The trans- 
portation equipment of the Society in- 
cludes 72 trucks, 60 trailers, and 3 
tractors. 

The administration of the Basel So- 
ciety is typical of that of other large 
Swiss consumers’ societies. There is a 
supervisory council of 33, a board of 
directors of 7, and an executive com- 
mittee of 3 members. In addition 
there is an auditing committee of 15. 
Balloting is made easy for the Society’s 
large membership by voting urns 
placed in all the stores. We were in- 
formed that about 50 per cent of the 
members participate in the voting. 

The relatively high amount of pur- 
chases by members, averaging about 
$286 annually, is attributed to two fac- 
tors. One is the Society’s policy of 
selling at prices which, especially in 
consideration of the patronage refund 
and of the quality offered, cannot be 
undercut by private competitors. 
The other is the Society’s educational 
policy which provides lectures, exhib- 
its, and motion pictures, fosters a 
league of women co6perators, arranges 
handicraft and recreational classes for 
children, and has established a large 
committee of volunteers to visit the 
homes of inactive members and pros- 
pective members—4,422 such visits 
being made in 1935. This committee 
keeps track of weddings and urges the 
newlyweds to join the codperative; it 
also follows up new residents in Basel. 
Practically the entire working class 
and most of the middle class of the 
City of Basel belong to the codpera- 
tive, even one millionaire; and in the 
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surrounding area the membership also 
includes many small farmers. 


IL. COÖPERATION IN THE CHARENTE 
COUNTRY OF FRANCE 


The town of Cognac, from which 
the well-known wine-brandy takes 
its name, is in Southwestern France, 
about 65 miles north of Bordeaux. It 
is the center of the area comprising 
parts of the departments of Charente, 
Charente-Inférieure, and Deux-Sèvres, 
which together are called the Charente 
District or Charente Country. 

Here, in the midst of old French tra- 
ditions, the inhabitants attribute their 
present prosperity to coöperative en- 
terprise more than to anything else. 
The director of the Coöperative Union 
of Charente Winegrowers (Unicoop) 
told us: “It is due to the coöperatives 
that this section is so rich.” 

The Charente District is not one of 
the most fertile sections of France. 
Its chalky soil produces a relatively in- 
ferior wine—which, however, it was 
long ago discovered, distills into an ex- 
cellent brandy that gains special quali- 
ties when properly aged in the cask. 

In 1875, grape phylloxera ravaged 
the vineyards, with catastrophic ef- 
fects. In 1873, Charente-Inférieure 
had produced about 181 million gal- 
lons of wine; seven years later the yield 
had dropped to less than two million 
gallons, a decrease of over 99 per cent. 
Land dropped 50 per cent in value; 
and the population declined by 10,000 
in twenty years. 

In this emergency, some of the resi- 
dents decided that they could save 
themselves,by developing dairy farm- 
ing if they organized codperatively. 
They began setting up codperative 
dairies. Today 80 per cent of the 
dairymen in the region belong to the 
dairy marketing organization. There 
are 200 codperative dairies, with over 
120,000 members. 
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Gradually there were d-scovered 
ways of treating phylloxere-infected 
soil, so that the Charente ~inezyards 
were largely saved or replanted. The 
cooperative method was extended 
from dairying into cognac distilling 
and marketing, and other fields. 

The codperative flour mifinz soci- 
ety has eight mills, which grind 90 per 
cent of the wheat of the two Cepart- 
ments of Charente Inféricure and 
Deux-Sèvres. It supplies fleur to 360 
-ocal societies which bake and sell 
dread and bakery products only. 
These local societies are in the villages, 
and their principal members and cus- 
tomers are farmers. Surplus flour 
from the codperative mills is sold to 
nine bakeries owned by consumer co- 
operatives. 

We visited the largest flour mill and 
the largest creamery in the cistrict. 
Products seemed to be of gocd quality, 
although manufacturfng and sanitary 
standards were not high, compared 
with American standards. 

The Agricultural Credit Bank of the 
Department of Charente-Inférieure 
was created in 1903. Since the de- 
pression its credit facilicies have 
plesyed an especially important rôle in 
making possible increased activities 
by the agricultural codperatives of the 
region, and by the joint purchasing 
agency of the Federation cf Agricul- 
tural Syndicates and the Regional 
Consumers’ Codperative. 


Unicoop 


The most distinctive cdéperative 
in the Charente region 3 chat of 
the Cognac growers—the CoGperative 
Union of Charente Wimegrowers, 
called Unicoop for short. There are 
about 1,500 growers of grap2s who dis- 
till cognac in Unicoop’s distilleries. 
This gives Unicoop control of perhaps 
a third to one half of the cognac crop. 
Unicoop, we were told, has a million 
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dollars’ worth of cognac aging in its 
cellars. It needs to be aged three 
years, and improves up to thirty years. 

Unicoop operates twelve distilleries 
in the district. It assembles, collects, 
and stores brandy distilled by individ- 
ual farmers. Through a separate co- 
operative sales organization, it distrib- 
utes its products locally through the 
Regional Consumers’ Coéperative, and 
nationally through the Coéperative 
Wholesale of France. It has recently 
started in a small way to export cognac _ 
to America. 

The wine and cognac codéperative 
owes much of its success to its high 
standards of quality. This is particu- 
larly important in a product which can 
be (and is) so greatly diluted by some . 
traders. 

Unicoop carries on a close collabora- 
tion with the Regional Consumers’ 
Cooperative. Each year at harvest 
time the latter contracts for from 5,000 
to 7,500 gallons of new cognac at cur- 
rent market price, assuring a steady 
local market for these products. 


Wholesale Society 


The French Codperative Wholesale 
Society has established its purchasing 
agency for cognac in the headquarters 
of Unicoop. This gives the cognac 
producers a national outlet for their 
products, without the heavy burden of 
establishing and maintaining their 
own sales organization. 

With the development of this asso- 
ciation the structure of codperative 
enterprise in the whole region ap- 
proaches completion. The grower 
produces his wine, takes it to his co- 
operative distillery to have cognac 
made, receives an advance on it, and, 
when it is aged, three to five years 
later, gets a final payment. The so- 
ciety pays him advances during the 
process of aging, ordinarily borrowing 
the money through a codperative 
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credit organization which is gener- 
ously aided by state funds. The 
farmer gets his foodstuffs from his co- 
operative store. If he raises any 
wheat he has it milled in his coöpera- 
tive mill. A considerable part of the 
product of the codperative mills in this 
region goes as flour to the codperative 
stores, and to the codperative bakeries 
where it is baked, and is returned as 
bread to the codperative owner-—who 
thus has been in control of his grain 
from the time of planting until it ap- 
pears as bread on his own table. 


Coopoeufs 


An egg marketing codperative 
(Coopoeufs) was started in 1932 by 
farmers, with the aid of the Regional 
Consumers’ Coéperative. Last year 
this Society said, in its Administrative 
Council report to its members (April 
20, 1935) : 


Coopoeufs, in the course of this difficult 
year, rendered a great service to all pro- 
ducers in the region, by obliging the 
trade to follow the coGperative prices. . . . 
The producers who are not members of 


Coopoeufs profited like yourselves by the’ 


existence of your Society, which played the 
réle of price regulator in their behalf. 


The development of the egg mar- 
keting codperative is typical of the col- 
laboration which exists in this region 
between agricultural producers’ and 
consumers’ coéperatives. In addition 
to the arrangements with consumer so- 
cieties made by Unicoop and the egg 
marketing codperative, the following 
may be mentioned: 

1. The central organization of the 
forty grain-storage codperatives has 
been able to cut its overhead to a mini- 
mum, because the Regional Consum- 
ers’ Codperative regularly purchases 
90 to 95 per cent of its needs of oats, 
flour, and bran at the regular market 
price, minus freight charges, from the 
producers’ sales organization. Thus, 
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the producers are assured a steady di- 
rect outlet to a cash customer, and the 
middleman’s profits are eliminated. 

2. The Regional Consumers’ Soci- 
ety has always been a distributor of 
fertilizer, feed, and seed in certain lo- 
calities. A few years ago 230 local 
farmers’ societies federated into a cen- 
tral purchasing association for such 
goods. The consumers’ codperative 
and this central organization have now 
entered into a joint purchasing con- 
tract, thus pooling their demands and 
assuring lower prices and savings in 
freight charges to their respective 
members. 

The attitude of the consumer co- 
operative people was made clear in a 
statement to us by the general man- 
ager of the regional society, who is also 
one of the national leaders of French 
consumer coöperation: “The best 
price is not a price that permits the 
producer to stare.” 

The aim of his society is to reduce 
the cost of living, but not at the ex- 
pense of the agricultural producers. 
This view is a natural result of the 
close tie-up in this region between 
farm and consumer codperatives. 

bc 
Regional Consumer Society 

The Regional Consumer Codpera- 
tive Society (of Charente, Charente- 
Inférieure, and Deux-Sèvres) was 
formed in 1920, by the amalgamation 
of thirty-five weak local societies. In 
this process the regional society took 
over “accounts payable” of half a mil- 
lion francs from the small societies. 
These debts have long since been paid. 
This consolidation was typical of the 
new trend in French coéperative mer- 
chandising, the “concentration” of 
small, weak codperatives into closely 
knit regional societies. 

The 1935-1936 Annual of French 
Codperation lists the regional soci- 
ety as having 50,233 members and 
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140 stores, in the three departments 
of Charente, Charente-Infériezre and 
Deux-Sèvres (not including a1 of the 
many consumer codperatives of the re- 
gion). Its 1935 volume wes 56,125,- 
740 francs ($3,704,000)? It has 
grown every year. The chief articles 
sold are groceries, bread, cozi01 goods, 
shoes, house furnishings, coal. 

Capital comes from a fee xf one hun- 
dred francs per member. A member 
may join for as little as ten frarcs, pay- 
ing the balance from his paironage re- 
funds. Capital has now grown to five 
and a half million francs. —n zddition 
the Society has an outstardi-g bond 
issue of five million francs. Ozginally 
this was six million, but ene million 
has been retired. All these bznds are 
held by members. 

The annual patronage refurds have 
been amounting to 5 per cett. It was 
formerly the rule for the SccieLy to re- 
tain 50 per cent of net earrings as 
working capital; but in 1933 tze mem- 
bers staged a “revolution,” as zhe gen- 
eral manager of the Society put it, and 
forced distribution of all the scrplus in 
patronage refunds; 20 per ærz is now 
retained by the Society as capital. 
‘Pais is regarded as an investment by 
the individual member, bu- is not sub- 
ject to withdrawal. 

We were told that the Society re- 
gards as very important tkis policy of 
having reserves to meet emergency 
needs. Among other thng: it en- 
abled the Society to finance the farm- 
ers’ egg marketing codperative, giving 
it enough capital to pay cash for eggs 
and thus meet private con-peation. 

The Society seems to 3e reasona- 
bly efficient. According’t: American 
standards its wholesale house at 
Saintes is not particularly vef laid out 
and operated. But metheds of retail 
distribution in France generally are so 
expensive that even an ineffieient co- 


S The French franc has been siaze 1983 about 
6% cents in terms of United S:ate currency. 
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operazive (as judged by Swiss or 
Swedish standards) is comparatively 
efficient in France. 

The merchandising methods of the 
Regional Codperative Society are 
lively. It uses a variety of premium 
devices that appeal to the thrifty 
French housewife, who apparently de- 
lights in making something out of 
something else. For example, coffee 
is sold in bags that can be turned into 
napkins. Advertising posters make 
use of a sprightly figure that origi- 
nated in Nancy, which has “COOP” 
for eves and ears. 

Sa aries and wages of the 493 em- 
ployees are about the same as in pri- 
vate business. Besides the regular 
wages, the employees have always 
been given numerous other advantages 
in the form of vacations, help during 
sickress, and so forth. It was stated 
that “the employees are not treated in 
the same manner as employees in pri- 
vate business but as associates.” 
Workers at the Society’s headquarters 
participate in the annual surplus of the 
Society. Employees in the local stores 
work on a commission basis, this basis 
varying according to the policy of the 
manager. Each employee must be- 
long to his trade union. He must also 
belong to the Society and buy from it. 
The Society paid out in 1935 for wages 
and salaries 3,703,665 francs (about 
$244,200). 

As to the effect of coöperative re- 
tail prices on the general price level 
in tae district, no reliable statistics 
are evailable. We were emphatically 
told. however, that such an influence 
does exist, and that as soon as the So- 
ciety opens a new store, retail prices go 
down in that locality. It was also 
said. that the local coal merchants 
never announce their prices until the 
cooperative has set its price, which 
ther constitutes the local coal price. 

T> be successful, we were told by 
the manager, a codperative must be 
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“mystic.” It must have a religious 
element, a codperative spirit, as well 
as run a good business organization. 

Last year the Regional Society 
averted the failure of an important 
neighboring society at Thouars by 
taking it over, at the request of its 
members and of the national Federa- 
tion. “We are at Thouars,” said the 
1935 Annual Report of the Adminis- 
trative Council, “as a duty of solidar- 
ity.” The Regional Society expects 
to make a success of the undertaking. 


Political neutrality 

In a region largely agricultural, with 
some cities of moderate size, the Char- 
ente Regional Codperative Society has 
members of many political faiths. 
The reply of the organization to the 
question of the national Federation on 
retaining the political neutrality of the 
consumer codperative movement Is 
therefore significant. The Adminis- 
trative Council said: 


The most divergent political tendencies 
have always been represented in the Ad- 
ministrative Council, and in the Section 
Committees, all elected by the General As- 
semblies. ‘The decisions of the Council, as 
well as the deliberations of the Committees, 
show indisputably that men of opposing 
political opinions can come together on the 
codperative level and carry on common ac- 
tion. These men remain citizens and they 
can pursue whatever action they please on 
the political level. They have not alien- 
ated a bit of their liberty by becoming co- 
operators. They have simply admitted 
and understood that, being able to put 
their shoulders to the wheel, towards a 
common ideal, their duty is to pursue that 
common action and to work in the general 
interest. 


III. COÖPERATION IN A CZECHO- 
SLOVAK VILLAGE # 
Sany is a typical small-farm village 
of Czechoslovakia, situated in the Bo- 


t Based on Sociology of the Codperative 
Movement in the Czechoslovak Village, by 
Karel Galla, published in English by the Coun- 
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hemian lowlands in a sugar-beet re- 
gion. Isolated from the influence of 
town life, it offers one of the clearest 
examples of the effects of coöperation 
on farm life. Codperation has for 
many years been an integral part of 
all phases of life in Sany. 

Land reform, following the abolition 
of serfdom, made Sany a village of 
small farmers, and of small tradesmen 
and workers, many of whom farm 
small holdings of land. Nearly half 
(46 per cent) of its present population 
of 821 are farmers. The average size 
of a farm in Sany is about 104% acres; 
only five farms have more than 50 
acres, and only ten have more than 
25 acres. The chief agricultural prod- 
ucts are sugar beets, chicory, and ce- 
real crops. 

The area of land under sugar-beet 
cultivation has been restricted some- 
what as the result of an early struggle 
between the beet sugar factories and 
the sugar-beet growers. In their fight 
for better prices the sugdr-beet grow- 
ers found their best weapon the boy- 
cott of the sugar factories. The light 
soil at Sany is suitable for the cultiva- 
tion of chicory on a large scale, so the 
farmers began to produce more of this 
crop in place of sugar beets. But they 
had to cart their chicory along bad 
roads to drying houses eight or nine 
miles away, where they were offered 
very low prices. Their earnings were 
meager, and they were sunk in debt. 
Crops failed in some years; and again, 
there was overproduction of chicory 
throughout the country, which de- 
pressed prices below cost of produc- 
tion. To femedy their situation it was 
necessary for them to improve their 
methods of handling their crops. The 
parish, however, as the local adminis- 
trative unit, could not even construct 
good roads for them. 

Into this situation the codperative 


try Life Association in Prague, Czechoslovakia, 
1936. 
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movement was introduced, beginning 
with the foundation of the Farmers 
Reading and Social Society ia 1888. 
Through this Society the farmers were 
furnished with agricultural journals 
and popular books on farm methods. 
There were discussions on farming 
questions, and lectures by experts, 
teachers, professors of technical 
schools, and successful farmers. The 
teachers and priests of the v Ilaze gave 
their backing to the activicies of the 
Society. From this Society ceme the 
idea of carrying out extensive works of 
land improvement, land drainage, and 
regulation of the local stram by a 
water-conservation codperaczive. And 
from this same Society carve the idea 
and organizational work of the present 
codperatives in Sany. 


Current societies 


The oldest of these codperazive as- 
sociations, set up in%1897, i: the Sany 
Credit Society, which provides its 
members at favorable rates of interest 
with the money necessary for carry- 
ing on their various businesses; in 1934 
it had 241 members. It has 2nabled 
many people in Sany to purzhese land 
aml acquire houses of their own, con- 
verting their mortgage cebżs into 
long-term loans. The Socie-y elso fur- 
nishes credit for the joint purchase 
of farm machinery and consumers’ 
goods, and the joint sale of -arm prod- 
uce. 

The Society acquires its fancs in the 
form of members’ deposits; zach mem- 
ber must subscribe for at least one 
share, which may be paid for in ten 
monthly installments. Loans of the 
Society are of the Rafffeisen type, 
i.e., covered by joint liabiity of the 
members. A rule provides that the 
difference between the interest paid 
on deposits and that charged on loans, 
plus fees and administrative expenses, 
must not exceed 1.5 per cert. 

The Farmers’ Codperative Society 
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was organized (shortly after the Credit 
Society) with the primary purpose of 
establishing a local drying house for 
chicory, thus doing away with the loss 
of time and money involved in taking 
the chicory over bad roads to neigh- 
boring villages. By 1900 Sany had a 
drying house of six ovens, which has 
since been enlarged and has come to 
be the main coéperative enterprise in 
the sghere of production. 

The Farmers’ Coéperative acts as a 
general purpose society; it supplies its 
memters with their needs for produc- 
tion aad consumption, it markets their 
products, and it gives instruction in 
metheds of agriculture. It also makes 
production loans against growing 
crops. The effective development of 
its financial strength has been accom- 
plished without any state subsidies. 
By 1629 this Society had built up a 
memtership of 160 families. 

In 1903 the Farmers’ Codperative 
Society set up a bakery which has 
proved very successful. At first the 
bread. was sold only to members in 
exchange for flour or grain; but the 
bakery soon ceased to be merely a 
self-help undertaking, and became a 
profit-making enterprise for the So- 
ciety. It now sells bread to non-mem- 
bers s well as members and serves a 
wide -ange of consumers in Sany and 
the adjacent area. Hardly any vil- 
lage family now bakes bread at home. 
The Society also has a flour mill to 
serve the requirements of the bakery. 
Attached to the flour mill is a seed 
cleaning station. Not much more 
than actual cost is charged the farm- 
ers for cleaning and washing their ce- 
real szed. 

The net surpluses of the Farmers’ 
Coéperative Society are not dis- 
tributed; such funds as are not re- 
quired for the expansion of the 
Societys activities are used for com- 
munity purposes. 

The Agricultural Machinery Coöp- 
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erative Society was set up in 1906. It 
owns machinery which it lends to its 
farmer members. It also provides all 
its members (who now number 173) 
with electric current for general light- 
ing and for the driving of motors. 
The Society originally had its own 
electrical power station, but now se- 
cures its current from an electrical 
power supply federation serving the 
region. ‘The Society’s equipment in- 
cludes three electric threshing ma- 
chines, three electric generators, and a 
number of machines for soil cultiva- 
tion. Through this collective pur- 
chase of farm equipment, the farmers 
are able to make use of the most effi- 
cient machine methods of production. 
These three societies arose within 
the space of ten years. They have 
been highly successful not only in facil- 
itating the purchase of farm require- 
ments and consumers’ goods, and in 
improving market conditions and 
prices, but also in spreading the use of 
electricity and technical improve- 
ments. Some of the older coöpera- 
tive enterprises in Sany, the Land 
Improvement Society, the Forestry 
Society, and the Game-hunting Coöp- 
erative, have been absorbed by the 
Farmers’ Codperative Society. 


Effects of codperatives 


The codperatives in Sany have ex- 
tended their influence to all phases of 
the village life, raising the standard of 
living of the entire population. In- 
creased profits from farm production, 
and the saving of money and time 
effected by the credit, purchasing, and 
machinery codperatives, have enabled 
the farmers to improve their homes 
and develop the social and recreational 
organizations of the community. 

Many new houses have been built 
and old ones renovated as a direct re- 
sult of codperative organization, 
through codperative credit. The gen- 
eral appearance of the village homes 
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has been altered, and hygienic condi- 
tions throughout the community have 
been greatly improved. Families now 
live in larger rooms and in more 
healthful homes. Practically every 
family has a house of its own. There 
has been an increase of 56 per cent in 
the number of houses in Sany during 
the thirty-five years of codperative 
activity. 

The codperative societies have fos- 
tered public enterprises such as the 
building of a railway station and sid- 
ings, regulating the river, construction 
of roads, planting of public orchards, 
equipping the school gymnasium and 
fire department, and the erection of 
schools, a post office, and a public li- 
brary. The public baths, set up by 
one of the codperatives, are an impor- 
tant contribution to the health and 
comfort of the village, where (as in 
most European villages) facilities for 
baths in homes*are extremely rare. 
The baths use the surplus steam pro- 
duced in the operation of the flour mill. 

Participation of all groups in coöp- 
erative undertakings has been a unify- 
ing element in the village life. The 
rise of national political parties has so 
far failed to destroy this econofffic 
unity, although the people of Sany are 
by no means unaffected by political 
currents. Of the village population, 
in 1935, 35 per cent belonged to the 
Republican (Agrarian) Party, 23 per 
cent were Social Democrats, 12 per 
cent supported the Catholic Party, 11 
per cent were Conservatives, 8 per 
cent National Socialists, and 6 per cent 
Fascists. , They take great pride in 
the fact that, whatever their political 
or religious affiliations, they have 
learned to conduct their economic 
affairs on a coGperative basis for the 
good of the entire community. The 
economic progress of the people has 
aroused the attention of neighboring 
villages and parishes, and the methods 
of Sany have been copied widely. 


A Business Man’s View of Consumer Cooperatives 
p 


By Crem D. JOHNSTON 


HE reaction of the avzraze busi- 

ness man is that corsumer co- 
operatives are a legitimats orm of 
capitalistic business enterpvise, and as 
long as they pay their far share of 
taxes and generally conduct them- 
selves as good citizens should, they 
have the same right to comduct their 
operations as he himself enioys. But 
he resents any special privieg2s or ex- 
emptions accorded to corsumer co- 
operatives not available to ether forms 
of business, and denies their desira- 
bility in the public interest. He re- 
sents the favoritism showr. by public 
officials and by politiciars who at- 
tempt to curry favor with thes2 special 
groups at the expenee of tke public as 
a whole. And he resents, nost of all, 
those privately owned or ccntrolled 
businesses which masquerad2 under 
the guise of codperatives for the pur- 
pose of securing certain benefits and 
exemptions. There are evidences that 
these pseudo-coéperatives arə rather 
numerous. 

The business man has beard much 
of consumer codperatives, has ob- 
served a number of self-styled “co- 
operatives,” and yet, in tke course of 
a reasonably broad busiress experi- 
ence, has yet to encounter an enter- 
prise that the Rochdale weavers would 
have recognized as a legtimate off- 
spring of their originalidea. It would 
be comforting for him t> feel that 
somewhere consumer coép:ratives are 
functioning with their or gimal form 
and purpose unchanged, as perhaps 
they are; but the cases observed lead 
him to the conclusion that all <oo often 
those in charge are unable zo resist the 
lure of personal gain, and a special “in- 
side ring” receiving special benefits re- 


sults. Or perhaps a manager is en- 
abled to gain control of an enterprise 
because, due to the diffuse nature of its 
stockholder-management, it is found 
to be next to impossible to organize 
effective resistance to his assumption 
of pewer. The consequence is that 
the manager becomes a virtual dic- 
tator and profits more largely than 
would a man occupying a similar posi- 
tion in a closely held private enter- 
prise. 


A Hicuiy Pam MANAGER 


In at least one such case, it has been 
observed that an individual who pro- 
mote: the formation of a codperative 
in a rural district had in his contract a 
stipulation that in return for his serv- 
ices cf organization and general super- 
vision he was to receive 4 per cent of 
the gross purchases. When this en- 
terprise proved to be highly success- 
ful, and additional units were formed 
in adjacent territory, this manager 
chanzed his contract figure to 3 per 
cent. Purchases for 1936 were more 
than $600,000, and the manager en- 
joys a net income from this source of 
at least $18,000 per year. Consumer 
codp2ratives are exempt from taxation 
in the particular state involved, so 
that this enterprise pays only a nomi- 
nal tax of $10 per year in the form of 
a license fee. A comparable private 
enterprise operating in the same terri- 
tory, but with smaller volume of sales, 
paid. in 1936, $4,000 in state and city 
taxes and $1,700 in Federal taxes. 

Acmittedly, however, the operating 
executive of a ecodperative is faced 
with a more difficult task than his 
compatriot in private enterprise. Not 
only must he know merchandising 
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methods and values and be a diplomat 
in handling all his purchaser-stock- 
holders and his directors, but he also 
must be qualified as a lobbyist to deal 
with legislators and high state officials. 
Further, as a part of his everyday job, 
he must cultivate the friendship of 
county agents and members of Agri- 
cultural Extension divisions to the ex- 
tent that they will actively preach and 
foster the gospel of consumer codper- 
ation. 


ÅCTIVITIES or County AGENTS 


So diligent have county agents been 
that it is not unusual to find them 
armed with the codperatives’ price 
lists and going about the country— 
on taxpayers’ time and in automobiles 
provided and maintained by the tax- 
payers—taking orders or making up 
pool-cars of fencing or fertilizer or feed 
or seed or other products to be billed 
through the codperative. The coöp- 
erative pockets the profit and sends 
out a new circular advising all and 
sundry that they can save money by 
patronizing the codperative as com- 
pared with its less blessed brother, 
the Taxpayers Mercantile Company, 
which so generously provided the sal- 
ary and expenses of the county agent. 

Another case might be cited wherein 
an inside management group owning 
a controlling interest have apparently 
profited largely and it is charged that 
they have been so forgetful of their 
duties to their members as to issue no 
accounting of the finances of their 
company that would permit an accu- 
rate appraisal of its worth or its oper- 
ating costs or methods. However, 
this tax exemption is given to this 
company, also. 


Way Tax EXEMPTION? 


The American business man who 
has won his spurs in the rough and 
tumble of competitive business has no 
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quarrel with and no fear of a genuine 
and unsubsidized consumer coöpera- 
tive. He knows that in America there 
are no monopolies and no cartels to 
produce situations favorable to the 
growth of consumer codperatives such 
as exist in certain countries of Europe, 
and that the codperative has certain 
special problems peculiar to itself that 
will tend to restrict its growth and re- 
strict its operations. But that con- 
sumer cooperatives should be the re- 
cipients of special favors in the form 
of tax exemption, special subsidies, 
government loans, or the exclusive 
promotional efforts of government em- 
ployees, he will not concede; and he 
has begun to see red whenever fresh 
evidences of such activities are 
brought to his attention. 

Even in the record of legislative de- 
bates on this subject, the reasons for 
exemption have never seemed to be 
quite clearly exptessed, and the corre- 
lation of the various arguments ad- 
vanced in the various state legislatures 
might well be an interesting subject 
for research. 

Were it not for the high esteem 
in which the mentality of the aver- 
age member of the state legivia 
ture is held by his fellow Americans, 
one might suggest that in absence of 
more cogent reasons for such exemp- 
tions, a plausible explanation might be 
that few, if any, assemblymen are suf- 
ficiently aware of the basic differences 
in purpose and function of marketing 
cooperatives as contrasted with con- 
sumer cooperatives, and are therefore 
content mentally to catalogue both in 
a hazy sort of way under the inclusive 
term “codperatives.” The assembly- 
man is probably familiar with the fact 
that exemptions and subsidies are 
almost universally accorded to mar- 
keting codperatives, and is perhaps fa- 
miliar with a number of compelling 
reasons for assisting them; and having 
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once accepted the thought “exemption 
for codperatives,” the consume? coöp- 
erative automatically becomes the re- 
cipient of all the benefits, exemptions, 
special aids, and subsidies zhat have 
been won by its elder kinsmen, the 
marketing codperative, whizh fought 
its battle under an entirely different 
set of circumstances and conditions. 
Uncomplimentary though it is, con- 
versations with legislators kend color 
to this assumption. 

Whatever the plight of th member 
of the state legislature, there seems to 
be little question that to state tax 
2ommissioners and to all their office- 
holding brethren, the word “ccépera- 
zive” is a shibboleth which galvanizes 
them into complete inactivity when 
investigation of a codperative’s activi- 
ties is suggested. This is readily un- 
derstandable when one cons dezs that 
practically without exception, con- 
sumer codperatives "are Iccacted in 
rural districts and their membership 
2onsists largely of farmers. ‘To <he po- 
litical office-holder the word “farmer” 
is synonymous with “hands off.” 
Moreover, the official blessing of tax 
exemption enjoyed by the ccdperative 
Joes not lessen its sacrosanct charac- 
ter in the eyes of officials, great and 
small. 


A Far ÅPPRAISAL 


However, the business man should 
not permit his irritation at what he 
sonsiders a perversion and misuse of 
legislative and official power: to cloud 
his judgment and prevent g feir and 
dispassionate appraisal of th= con- 
sumer codperative upon its merits. 
He should bear in mind that in certain 
states where consumer cotperatives 
nave made outstanding progress they 
aave not been the recipients of tax ex- 
emption, and having had to depend 
upon their own efforts, have become 
che stronger for it. He must remem- 
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ber that (1) monopoly or (2) any 
cause that induces or permits an undue 
spread between cost and selling price 
creates the soil in which consumer co- 


` operatives germinate and spread with 


astonishing rapidity. If he wishes to 
preserve his particular field of business 
from the inroads of the codperative, he 
must predicate his costs and his 
prices not upon what the traffic will 
bear, but upon what the traffic should 
bear. 

A brief discussion of the foregoing 
thougkt may be in order, because, by 
and lazge, it constitutes the principal 
raison 1 étre of consumer codperatives. 

1. Of monopoly, we can say, subject 
to the reservations of all who hold an 
opposite view, that despite the ever 
resounding outcry of our politicians, 
monopoly, with local exceptions, is. 
practically nonexistent in the United 
States today. Price fixing of various 
kinds is occasionally encountered, but 
we do not find an American counter- 
part o: the Old World cartel or mo- 
nopoly. 

2. But undue spread between cost 
and selling price is present, and very 
much so in too many lines. All of us 
have the obligation to use our best ef- 
forts to bring about a normal and 
healthy relationship. 

Certain of us have pinned our faith 
upon individual initiative and private 
ownership, but if consumer codpera- 
tives can do the job better and with a 
resultant net gain to the public gen- 
erally, then in all fairness they should 
be the vehicle used. Perhaps just the 


threat to private business in a certain 


field that its functions will be super- 
seded by codperative endeavor will be 
sufficient to cause it to bestir itself and 
cure its own ailments. 


GASOLINE AND Or, COÖPERATIVES 


Attention is directed to the oil in- 
dustry by reason of the fact that out 
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of 223 firms reporting their formation 
within the past ten years there have 
been 206 codperatives formed for the 
purpose of dealing in gasoline and oil, 
while during that same period only 17 
retail store societies were formed. 
Also, in 1933, 52 per cent of the total 
business done by all codperatives was 
through the gasoline and oil codpera- 
tives.t 

Why was oil singled out? There is 
no monopoly among gas and oil com- 
panies. On the contrary, there is the 
fiercest kind of competition among 
some hundreds of refiners, both great 
and small, A single glance at the 
daily oil market page of such publica- 
tions as the New York Journal of 
Commerce will establish the fact and 
the extent of such competition. The 
oil industry has also led the way in sci- 
entific investigations and in new and 
improved methods. Therefore, why 
is it apparently so vulnerable to com- 
petition from consumer codépera- 
tives? 

A partial answer may be found by 
closer examination of the market quo- 
tations referred to above. One quota- 
tion shows the price of a certain brand 
of gasoline in a certain interior city in 
Virginia as being 2144 cents. On the 
same day, the same gasoline is quoted 
in tank cars at Norfolk, Virginia, at 
74% cents. The Virginia State Tax is 
5 cents per gallon. The Federal Tax 
is 1 cent per gallon. Freight from 
Norfolk to the city in question is less 
than 1 cent per gallon. All of this 
leaves a spread of 7 cents per gallon to 
cover cost and profit of handling from 
tank car through to the customer’s 
car. Too much spread? Surely; yet 
the refiners and distributors of gasoline 
and oil are no more prosperous than 


* These figures are from the data collected by 
the Bureau of Labor Statistics covering 1933, 
and though incomplete, are the latest authori- 
` tative figures available. 
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many other branches of American in- 
dustry. The answer is that the costs 
attendant upon a multiplicity of facili- 
ties far beyond normal needs have so 
increased the cost of distribution that 
only a small fraction of this 7-cent 
spread is retained by the distrib- 
utor. 


Monopory tn REVERSE 


The order of Judge Landis dis- 
solving the Standard Oil Company 
checked the growth of a virtual mo- 
nopoly that had demonstrated its abil- 
ity to reduce prices to consumers. 
Numerous companies sprang up to 
compete for the business in certain 
markets. Skipping over the interven- 
ing steps, we now come to the specta- 
cle that in every city in the United 
States, at least a half-dozen, and some- 
times a score or more, refiners are at- 
tempting to supply a complete cover- 
age, and many are so far succeeding 
that if all their competitors closed up 
without notice they could accommo- 
date the entire normal demand with 
little inconvenience or delay to the 
public. 

Without . attempt at exhaustive 
analysis, it is immediately apperent 
that four to six filling stations at an 
intersection where one could ade- 
quately serve the trade, and magnifi- 
cent layouts in high rent districts, how- 
ever much they gladden the soul of the 
real estate man, are very expensive 
luxuries, as are the many extra courte- 
sies and attentions of the filling station 
attendants. Born of the necessities of 
competition rather than from the de- 
mands of the public, this piling of cost 
on cost hds finally produced a condi- 
tion wherein the spread necessary to 
cover those costs constitutes an obvi- 
ous invitation to users to say “Let’s 
get together, get an inexpensive loca- 
tion on a back street, and pump our 
gas from a tank car and save money.” 
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Thus is the inception of mary a co- 
cperative. 

With due deference to th2 many 
splendid achievements of the oil in- 
custry, it appears inevitable hat un- 
less 16 moves to decrease this spread 
cr to establish outlets at whieh those 
who require less in the way of location 
cr service may secure standard >rod- 
Lets at materially reduced prices, 
then it must either (1) moaopolize 
the sources of supply, (2) ccntrol 
the number and kind ard cost 
cf outlets, or (3) face a coatinuing 
increase in the number of zoëpera- 
tives. 

Also, it should not be overlooked 
that a number of small distributors 
Lave apparently sensed an eprortu- 
nity, and independent cut-rate gasoline 
stations operated by private capital 
are appearing in sufficient numbers to 
essure the eventual checking of any 
tendency toward further increase of 
margin between wholesale ard retail 
prices. 

The oil industry is a case in point, 
but there are other trades anq indus- 
tries that might well scrutinise them- 
selves with a view to eliminating 
everg dispensable cost of operation; 
for just as surely as spreads become 
too great, men will! find other nezhods 
of securing the goods they want, and 
consumer coOperatives are one of these 
methods. 


Trae Amprican MERCHANT 


Let it be repeated that the Ameri- 
can merchant does not fear aa unsub- 
sidized consumer codperatire as a 
keng-time competitor. He recognizes 
that in the event a codpertive is 
formed in his neighborhood, the first 
enthusiasm and rosy visions of large 
savings may attract many of his cus- 
tomers, and the thought of retal-ation 
for fancied overcharges maj} aztract 
others, but he knows that in zhe main 
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these attractions are temporary in 
character; and he knows further that 
the internal problems—suspicion of 
preferential treatment of selected in- 
dividuab, the extra accounting re- 
quired, the lack of individual incentive, 
and. all zhe other problems attendant 
upon codperatives—constitute handi- 
caps greater than his own, and that if 
he does his best and gives value re- 
ceived, the balance will eventually tip 
in his favor. 

Certain foreign language groups, 
long the prey of monopoly m the coun- 
try of their birth and still suspicious 
of America, will probably continue to 
be the best customers and potential 
customers of the consumer codpera- 
tives. Their number is relatively 
small, and the tendency to clannish- 
ness does not appear to continue into 
the secand generation. 

We have been thinking of consumer 
codperactives. Now look, if you will, 
at Amevica—a nation that is restless 
and impatient of restraint; a nation 
that bus its shoe shines and plays slot 
machines; a nation where all the 
women Jiscard hats and clothes when 
the style changes, instead of when they 
are wor. out! 

Such a nation will not readily sub- 
scribe to the European form of con- 
sumer coöperative, with its limited se- 
lection and its waiting for a receipt or 
for having a card punched in order to 
secure 1 saving of a single penny. 
After af, we are Americans, and con- 
form to no known Old World patterns. 
If we discovered that we accidentally 
did conform to one, we would prob- 
ably promptly change our habits 
merely “or the sake of manifesting our 
independence! 

Perheps an American form of con- 
sumer codperative, suited to the pecu- 
liar gen:us of the American people, will 
be developed. There are as yet no 
signs cf such development. Until 
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that time, lacking an improbable out- sumer codperatives will continue to 
right governmental subsidy of greater play an extremely minor rôle in Amer- 
proportions than any now known, con- ican business life. 


Clem D. Johnston ts president of the Roanoke 
Public Warehouse, Roanoke, Virginia, and is presi- 
dent, vice-president, or director of nine other busi- 
ness concerns in. Virgima, West Virginia, and Ken- 
tucky. Heis director of the United States Chamber 
of Commerce and of the Virginia State Chamber of 
Commerce; vice-president of Southern. Warehouse- 
men’s Association; and member of Board of Man- 
agers, Morris Plan Bank, Roanoke; of Roanoke 
Chamber of Commerce; of American Warehouse- 
men’s Association; and of Committee on Prices in 
Distribution of National Chamber of Commerce, 
and chairman of that body’s Domestic Distribution 
Committee. 


A Critique of Consumer Coéperative Theory 
and Practice 


By E. St. Ermo Lewis 


-E YHE writer looks upon -he con- 

sumer coöperative movement as 
offering a healthy and effectiv= correc- 
zive influence in controlling tke buses 
of consumer rights and interes:s by the 
producers and private trade, and as one 
of the typical phenomena atending 
tae evolution of our economi- society 
irom a production to a consumption 
era, from an age of deficit to cne of 
surplus. 

Whether or not consumer 2o6pera- 
zion is the final scheme by which a 
more equitable distribution >f goods 
and services may be had, is no- of pres- 
ent practical importance. Tne ques- 
tions are—How does it work’ What 
zas it done? Could if do its.jo> bet- 
zer? If so, why does it not co a bet- 
zer job? ° 

In approaching a discussicn of the 
aerformance of consumer cocpevation 
a this country, the temptat-on is to 
site some of its outstanding »erform- 
ances as Instances of what it iz cepable 
of doing. While interesting, tese can- 
not be accepted entirely as evicences 
of the inherent value of the zodpera- 
zive idea as a business methoc. Even 
the most superficial examination of 
_tgese successful cases will skow that 

they had the benefit of exeeptional 
business management. 


CAUSES or FAILURE 


Unfortunately there is little authen- 
zic information on consumer 2odpera- 
zive failures and why ther “ailed. 
such data as we have clearly indicate 
shat codperatives fail for much the 
same reasons as private traders. 


Trom the Bureau of Labor Statistics 


(Bulletin 531) we gather tha- ir a pe- 


riod of four years 596 societies went 
out of business, dissolved, sold out to 
private persons, or reorganized on a 
joint-stock basis. The reasons given 
for the :ack of success were: (1) poor, 
or dishonest, management; (2) too 
much credit; (3) overhead too high; 
(4) insufficient capital; and (5) lack 
of patrcnage and support of members. 

Dr. J. P. Warbasse, president of the 
Coéperative League of the United 
States of America, cites the following 
difficulties which often bring disaster 
to the consumer codperative society: 
(1) starting with too little capital; 
(2) allowing its withdrawal; (3) giv- 
ing credit; (4) buying on credit; (5) 
bad bockkeeping methods; (6) failure 
to have accounts audited; (7) declar- 
ing a saving dividend to members too 
soon; (8) underselling the private trad- 
ers; and (9) failure to develop codper- 
ative benking. 

To these we may add: (1) lack of 
patronage and support of members, 
due to their indifference or to im- 
proper location of store relative to 
membership; (2) overhead too high 
for the amount of business done; and 
(3) failure to recognize the duty to be 
good merchandisers, i.e., “selling goods 
that won’t come back to customers 
who will.” . 

All of these may be combined under 
two headings: (1) faults due to poor 
management in the application of fun- 
damental codperative principles and 
methods; and (2) faults due to lack 
of the codperative spirit in the mem- 
bership. 

Thus it appears that consumer co- 
operatives are open to all the hazards 
of private trade, and to some new ones 


192 


CONSUMER COÖPERATIVE THEORY AND PRACTICE 


peculiar to the codperatives them- 
selves. 

At present, the codperative move- 
ment may be fairly accused of count- 
ing its hits and ignoring its misses. 
This is one of the inevitable habits of 
a movement in its propaganda stage. 
But it is only fair to say that most of 
the larger codperative societies both 
here and abroad publish the most com- 
plete and candid reports of their trans- 
actions, condition, and performance to 
the memberships—far more complete 
than the private corporation furnishes 
to its stockholders. 

The American codperative move- 
ment could well afford to follow the 
English precedent and make a period- 
ical survey and audit of the good and 
bad results of codperative activities. 
It would be of great practical help to 
the members and the officials. In or- 
der for such work to be effective, how- 
ever, some of the more sensitive and 
self-satisfied codperators will have to 
achieve a tolerance for the opinions 
and practices of those who have not 
“Joined the church.” 


COMPARATIVE BUSINESS EFFICIENCY 


The efficiency, judged by cost of do- 
ing business, of many of the coöpera- 
tive societies seems to be relatively 
high. The lower cost is due, however, 
to the inherently different business 
setup of the consumer coéperative so- 
ciety. The codperative starts with a 
unique advantage; the number of cus- 
tomers whose trade may be counted 
on and the volume of their demand for 
certain products are relatively con- 
stant, which greatly simplifies the task 
and cost of merchandising. 

The codperative has another great 
advantage. There are always many 
uncompensated workers, or workers 
who receive but a nominal compensa- 
tion. Members give half-holidays or 
evenings to “helping about the store.” 
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Others solicit new members or carry 
on the work of preparing and distrib- 
uting propaganda, while the directors 
and the committees give their time 
and advice in handling the problems of 
operating the business, free of charge. 
Abroad, this condition prevailed for 
many years, until the movement 
had developed its present financial 
strength. Even now low salaries for 
executives are the rule, but other in- 
centives and rewards are unusual. 

Comparing the consumer codpera- 
tives with the American chain store 
system, we can safely make very few 
comparisons. In England the con- 
sumer codperatives do an annual busi- 
ness of approximately $1,200,000,000, 
employing 210,953 people in all kinds 
of stores, giving an average of $5,688 
annual business per employee. The 
Great Atlantic & Pacific Tea Company 
(A. & P. chain stores) in this country, 
doing approxirflately one billion dol- 
lars annually, with 90,000 employees, 
enjoys an average of $11,111 of annual 
business per employee. While the 
English figures cover a wider variety of 
goods handled, yet the figures are sig- 
nificant, and are the basis of the criti- 
cism of English private traders®who 
claim that the codperatives employ too 
many people for the amount of busi- 
ness done. 

While not forming a fair basis of 
comparison, let us see what one of the 
largest and most successful American 
consumer codperative societies—the 
Cloquet Codperative Society, Cloquet, 
Minnesota—has been able to do. 
During the year 1935 this codperative 
did a total business of $871,178.81 and 
employed a total of 51 people. This 
figures out a business of $17,095 per 
employee, which is over 50 per cent 
better than the national average of 
the A. & P. chain. The Cloquet So- 
clety’s total salaries and wages were 
5.93 per cent of net sales, which is low, 
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and its total expense was 9.81 per cent 
of net sales. 

It should be granted withcut argu- 
ment that the Cloquet Scciety is 
znown to be an unusually saccessful 
eonsumer codperative, but its per- 
“ormance may be cited as an example 
of what can be done by cons.imer co- 
operative management, democratically 
developed. 

Were we to compare the vodume per 
employee of the super-marke: type of 
store, developed in California about 
zən years ago, which has had an amaz- 
ing growth in this country, tke figures 
would undoubtedly be even moze im- 
uressive. The super-market appeals 
to the wage earning class to which the 
zonsumer coéperative must look for 
most of its trade and membershis sup- 
port. This new developmen: ir mass 
selling is generally housed in a low- 
rent section of a city in the midst of a 


. & . . bd 
working-class population, in an inex- 


pensive warelouse type of building. 
It concentrates its merchandismg on 
fast-selling items in popular demand, 
buys in carload lots, prices items to 
move them quickly, and advertises 
generously in a flamboyant way to get 
its Message quickly to its public. Its 
prices are often one fourth to one third 
below those of the chains. It is 
claimed that its cost of doing business 
is 9.63 per cent as against 22.37 per 
cent for the chains, and that it works 
on a gross profit of 12.10 per cent as 
against 23.36 per cent of tke chains. 
It is claimed that the average 3ale in 
all independent food stores is 35 cents, 
in a chain it is 65 cents, and 12 a super- 
market it is $1.25 to $2.00.. These fig- 
ures speak for themselves. 


. COMPETITION OF CHAINS AND 
SUPER-MARKETS 


In considering the phenomenal de- 
velopment of the consumer ccdpera- 
Live abroad, especially in Eagland, it 
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is well zo remember that it is only in 
the last few years that the one-price 
multiple store system (or chains as we 
know tiem) has grown to any size in 
England, and thus offered effective 
compet tion to the coGperatives. The 
recent rapid growth of several chain 
groups nas given great concern to the 
English codperative leaders, because 
the coGperative society is a separate 
indeperdent unit, largely master in its 
own treding area, and very jealous of 
its independence. Obviously, a highly 
centralmed chain store organization is 
in a position to make trouble for these 
individual units, each with its awn 
ideas of prices, kind and quality of 
goods end services offered, and mer- 
chandising and sales policies. 

Woolworth now operates 637 stcres 
in England. During the closing 
months of 1936, Woolworth British 
Company declared a 100 per cent stock 
dividend. On the day of the an- 
nouncenent Woolworth shares went 
to £8. 7. 6 per share on the London 
exchanze, making the market value of 
the Company’s ordinary shares £122,- 
000,000, or more than one half the total 
capital of the English codperative 
movement. One of the English con- 
sumer zodperative leaders rather dit- 
terly commented on the news: “This 
business [Woolworth’s] was built up 
almost entirely by the sixpences of the 
people who are the backbone of co- 
operation.” 

The significance of this comment 
bears >n the- potential competizive 
situation in this country, where the 
chain stores and the mammoth super- 
markets have already made a place for 
themselves in that low-cost, low-price 
field of food distribution where the 
consumer codperatives naturally ex- 
pect tkeir greatest welcome. 

The English and Scottish codpera- 
tive leaders are now carrying on an 
active campaign among their loca! so- 
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cieties to sanction the development of 
a centrally controlled codéperative na- 
tional chain to meet this new competi- 
tion. The opposition of the local co- 
operative society officials, who see 
their local power and dividends put in 
jeopardy, has made the effort ineffec- 
tive to date. 

This condition reflects one of the 
difficulties of the codperative demo- 
cratic organization when pitted against 
centralized corporate control of effec- 
tive private trade. It may appear in 
America when the coéperatives grow 
more numerous. So far, the American 
cooperatives are not organizing to 
meet this condition, being too much 
occupied with their local problems. 
The test of the movement’s real soli- 
darity and efficiency will come, how- 
ever, in the chain field. 


RELATIONS WITH LABOR 


The codperatives have generally 
been fair to labor, in wages, hours, 
working conditions, and the recogni- 
tion of union rules. They have gen- 
erally recognized the right of their 
employees to organize and to bargain 
collectively. The American Federa- 
tion of Labor has indorsed the con- 
sumer coöperative movement and 
urged the wage worker to aid in the 
development of societies. But even 
with this, it has not been easy to main- 
tain peace. The labor leaders have 
constantly endeavored to get a larger 
slice of the coöperative surplus. 

In England an elaborate organiza- 
tion of Wage Boards, Conciliation 
Boards, and Joint Conference Com- 
mittees has been necessary to control 
the relations between the societies and 
their employees. There the coöpera- 
tive employees get better wages, 
shorter hours, and better working con- 
ditions than is the rule in private 
trade, which is also true in many cases 
in America. 


195 


RELATIONS WITH PRODUCERS 


The producer codperatives—te., Or- 
ganizations like farm selling codpera- 
tives that sell milk and other items to 
consumer codperatives—have shown 
the same desire to get as much as they 
can of the consumer coéperative dol- 
lar. The only advantage that the 
consumer codperative has is that it 
can generally pay more for its milk, 
for instance, because it does not have 
high overhead charges, interest on 
bonds and watered stock, holding- 
company securities, and so forth, to 
figure into its prices. Being able to 
pay 7 cents a quart for milk and sell it 
for 12 cents and make a satisfactory 
profit in a 18-cent-a-quart market 
where the reigning price to the dairy- 
man was 4 to 5 cents, makes for good 
relations between the dairy farmers 
and the consumer codperatives, as in 
the case of thé United Codperative 
Society of Maynard, Massachusetts. 

The only solution of this problem 
that the codperatives have offered is 
that of conference, where both parties 
are motivated by a sincere desire to 
get the best result; and with no ex- 
cessive management and finaficial 
charges to be considered, a more equi- 
table deal can usually be figured. 

In some countries the farmers have 
organized their own consumer coöp- 
eratives, apart from the urban con- 
sumer codperatives supported by the 
workers. ; 

In this country some of the most 
successful consumer coéperatives have 
evolved from the activities of the farm 
bureaus, ig which the farmers had 
learned the value of coöperation in 
marketing their crops and in codpera- 
tive buying of their farm requirements. 
In other places the producers and the 
consumers have set up arbitration 
boards that have worked out satis- 
factorily. 
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The problem of the conflict between 
zhe producer and the consumer still 
~emains, and no formula of prirciples 
zas yet been worked out. Where the 
-ndependent producer has adapted, as 
-n the case of popular manvfactured 
-tems, an arbitrary policy or én unsat- 
-sfactory price, the consumer codpera- 
zives have gone into the marufacture 
of the item, which is a logmal step. 
=weden has been a leader in this tech- 
[aique of controlling prices. A f2w in- 
stances in fertilizer and feed manufac- 
turing and in the compound:ng of oil 
have proved effective in this country. 
The codperatives have had a fair 
record of success in the field of manu- 
facturing, but almost complece Zailure 
m operating farms. 

In all countries, the relaticn of pro- 
ducers and consumers is the greatest 
=conomic problem that the coZperative 
movement is called uppn to salve. As 
cne of the codperative leaders wrote, 
“The antagonism between these two 
[producer and consumer] seers at first 
sight to be emphasized rather than 
softened by co6dperative >rganiza- 
tion.” 4 


Are Consumer COÖPERLTTTES 
DEMOCRATICALLY CONTRCLURD ? 


A great deal is said about the demo- 
cratic control of consumer codpera- 
tives. They constantly stress the 
value to the movement of the prin- 
ciple of one vote to the member, no 
‘matter what the amount of -~he finan- 
cial interest, and that there are no 
proxies. ‘They point to thei frequent 
meetings of the membership2at which 
the fullest discussion of the coe~ations 
of the society and the work of ths man- 
agement is encouraged. The theory is 
excellent, but the codperatire Leaders 
are too realistic to let the d=mo>cratic 


t Hall and Watkins, Codperason (Man- 
hester, England: Codperative Uzior, Ltd.), 
p. 265. 
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principk interfere with efficient opera- 
tion. 

In the smaller societies the large 
majority take a very interested part in 
the work of the society. The average 
man can grasp the size and significance 
of its activities. As the size increases, 
the avezage member knows and under- 
stands less about what is happening. 
The attendance grows less. The man- 
agers are constantly complaining 
about the lack of interest in the busi- 
ness side of the society’s operation. 
That is true of the work everywhere, 
here and abroad. 

This is a serious problem. It gets 
worse s the business Increases, em- 
ployees multiply, and the executives 
narrow their functions to special de- 
partments. Then it requires a high 
type of administrative leadership to 
prevent the evils of bureaucracy with 
its internal politics, and the tendency 
to freeze procedure into patterns. 
The staff becomes static. Major 
shifts im personnel become exceptional. 
Loyalty ta persons becomes more im- 
portant than loyalty to the codperative 
faith or the society. 

Democratic management needs a 
frequert shaking up. It needs to 
make new leaders. It needs to de- 
velop £ process of putting new mate- 
rial “through the chairs.” As a mem- 
ber of zhe CoGperative Wholesale So- 
ciety of England said in a conversation 
“off the record”: 

We reed a few first class funerals in 
some of our societies. We are in peril of 
bureaucracy and its politics. Our rule 
about rotation in office helps, but we need 
new blcod and new ideas—a lot more self- 
criticism and impartial appraisal. Our 
democracy fails to function in handling the 
highly eomplex problems of our great or- 
ganizations (one society, for instance, has 
over a hundred thousand members). The 
individual member is lost. Democratically 
speaking he is a great potential power, but 
we have lost contact with him and he with 
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us. We must find a way to regain our dem- 
ocratic soul, 


GOVERNMENT ÅD TO 
Co6PERATIVES 


The government has given aid to the 
farm cooperatives for a long time. 
During the past five years it has been 
giving more help to the consumer co- 
operatives. There is no sound reason 
why it should not do so. Consumers 
have just as much right to organize to 
conduct their own business as any 
other class of citizens. The private 
trader has loudly objected to this, just 
as he objected to the department store, 
the mail order house, and the chain 
store. The consumer codperatives 
thrive on such opposition. 

The codperative leaders say they do 
not want any government aid that 
would not be given to the private 
trader under similar circumstances. 
In this they are wise. They want to 
be left free to work out their own prob- 
lems, and they know that government 
aid always means government inter- 
ference. They think, however, the 
private trader is rather inconsistent in 
his attitude, when he has been per- 
fectly willing to benefit from the tariff, 
accept the eight billions of loans from 
the Reconstruction Finance Corpora- 
tion, the land grants to the railroads, 
and the many other financial gifts to 
special private interests. They claim 
that they pay the same taxes as pri- 
vate trade, with some very minor ex- 
ceptions. 

The codperatives do claim exemp- 
tion from taxes on their surpluses. 
They claim that this surplus belongs 
to the member and is not a profit. 
Where a member has paid the society 
one dollar for a necktie with the un- 
derstanding that he will have returned 
to him the balance after the cost of the 
tie, the expenses of the store, and so 
forth, have been deducted, that bal- 
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ance does not belong to the society; it 
belongs to the consumer. The bal- 
ance is not profit, claims the codpera- 
tor, and certainly should not be taxed 
as such. 

It appears that the codperatives do 
want special banks set up to cater to 
their enterprises. They claim that 
the regular commercial banks are not 
qualified, either by experience or by 
sympathy with the objectives of the 
movement, to give the codperatives 
the financial service to which they are 
fully entitled. Even in this instance, 
however, some codperative managers 
prefer to develop their own banks, 
along the lines of an extension of the 
functions of the credit unions, to per- 
mit them to handle commercial loans 
to codperatives. The codperatives 
seem to have the best of that argu- 
ment, and the development of a sound 
codperative banking system, such as 
they have in Europe, is apparently a 
logical step. ° 


CONDITIONS OF DEVELOPMENT 


Can the consumer coéperatives de- 
velop in this country, where the condi- 
tions are different? The answer to 
that question is, they are developing. 
The progress has been slow. The 
leaders hope it will continue to be slow. 
It requires time and patience to build 
a sound and safe codperative member- 
ship. The movement has suffered 
from overexpansion. Too many so- 
cieties have started stores before they 
were ready for the task. They have 
started in territories or neighborhoods 
where the interest was socially aca- 
demic rather than economically realis- 
tic. They have started on a money- 
saving platform alone. They have 
not spent enough time to indoctrinate 
their membership thoroughly with the 
whole codperative creed, principles, 
and philosophy, i.e., have not made 
real codperators out of the members. 
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They have failed to “sell” the mzmders 
or the goods handled. Ther have 
tr_ed to cater to too wide a variety of 
income classes. They have net zon- 
fined their membership to singe trad- 
inz areas. They have not been care- 
ful to handle only good values im scund 
quality products. They have fziled to 
recognize the psychological faczors in- 
volved in salesmanship and m=rciaan- 
dsing in their competition wita chain 
stares, super-markets, and efficient pri- 
vace traders. 

The lack of a national authority to 
discipline the American movement has 
permitted these difficulties to multiply 
an to ruin the efforts of new secieties. 
This is causing the leaders a rzealthy 
concern. ` Where strong centra. wiole- 
sele organizations have grown out of 
the more efficient local societies. the 
requirements are higher for new soci- 
eties, and more exactigg policies are 
enforced. 

The codperatives have developed 
and prospered where they have fol- 
lowed sound and proved codperative 
principles and practices. Where there 
ars large groups of Scandinavians, Ger- 
mans, and English who know hew to 
coOperate, their codperatives grow. 
They start the codperative anc then it 
sareads as its benefits appear -o other 
groups. 

The Farm Bureau selling and pur- 
chasing codperatives are now brench- 
ing out into consumer codpera‘ives. 
Tne idea of coöperation grows as the 
members see new ways to apply it to 
the solution of common problems. 


QUALITY OF MERCHANDISE 


Do the consumer codperat_ves sell 
products of superior quality at reason- 
able prices? Many do. Too many 
make no real effort to protect their 
members from poor products. A few 
cf the larger codperatives, pr_nc pally 
emong the wholesalers distributing 


TEHE ANNALS OF THE AMERICAN ACADEMY 


feed, fertilizer, seed, and gas and oil, 
handle tke best quality products, de- 
veloped after scientific tests, and 
manufactured for them, to meet the 
specifications which they have fixed. 
A few recuire that the products of pri- 
vate marufacturers meet their specifi- 
cations. 

One of the cardinal ethical principles 
of the coSperative religion is that the 
products they handle shall be pure, of 
sound value, full weight, and the best 
quality for the price. In many cases 
this principle is not observed. Goods 
and products are handled by many of 
the socieiies which on a private trad- 
ers shelves would be denounced as 
inferior. 

The aaswer to a criticism of this 
practice has been, “Our members de- 
mand tbese products: we give them 
what they want, or they will go across 
the street and buy from the private 
trader.” 

It is submitted that the coépera- 
tives must find a better answer. Why 
do they not spend some of their edu- 
cational fund in developing sound 
standarcs and in teaching their mem- 
bers discriminating “buymanship’? 
In the case of foods, for instance, why 
should they not set up standards of 
quality and grade covering, appear- 
ance, size, freshness, taste, nutritive 
value, and quantity? These stand- 
ards shold be consumer standards set 
by scienzific tests. 

The codperative management and 
leaders cannot escape their ethical 
duty to protect their members from 
their own ignorance. To educate 
their members in the art of consump- 
tion is implicit in the codperative phi- 
losophy. If the private trader can be 
made ovt to be an exploiter of his cus- 
tomers ‘or profit when he sells sub- 
standard items, what is a codperative 
society zhat sells the same bad, adul- 
terated, or short-measure product in 
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order to make a dividend showing, or 
because it is easier to sell the member 
what he wants instead of educating 
him in what he really needs to satisfy 
that want? 

To many, the laxness of the con- 
sumer codperative in this respect of 
quality and safety will appear all the 
more culpable and inexcusable because 
it violates an important principle of 
the codperative creed, and the codpera- 
tive can plead no excuse of necessity. 
It is no excuse for poor merchandising 
that the codperatives make money. 
They are under the social as well as the 
economic obligation to do their job effi- 
ciently, and to do it even better than 
the efficient private trader. 


ÅTTITUDE TOWARD ADVERTISING 
AND SALESMANSHIP 


This question of ineffective mer- 
chandising and selling in the consumer 
cooperatives arises in part from a per- 
sistent fallacy that constantly crops 
out in the discussions of merchandis- 
ing, sales, and advertising among the 
more doctrinaire of the codperative 
members and managers. As a class, 
they are rabid critics of advertis- 
ing and salesmanship. This attitude 
leads them into some ridiculous fal- 
lacies and inconsistencies which inter- 
fere with the success of their business. 

Some codperative manager will 
pridefully call attention to the price 
on a CO-OP package of breakfast food, 
saying: “We sell this package for 18 
cents—which the private trader sells 
for 25 cents—because we do not adver- 
tise.” He entirely ignores the fact 
that the private profit manufacturer 
created the market for this type of 
breakfast food by advertising, and is 
continuing todo so. The codéperative 
is merely substituting the codperative 
brand for the private brand, thus 
benefiting from the private profit 
manufacturer’s advertising. 
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This process of substituting coöp- 
erative brands for popular private 
brands is a regular technique of co- 
operative merchandising, and is one 
reason why so few new things are in- 
troduced by the codperative stores. 
The important point is that the co- 
operatives prove nothing against the 
economic necessity for education of 
the consumer (advertising and sales- 
manship) by substitution of their 
brand for another in satisfying a de- 
mand that has been created by ad- 
vertising. 

This attitude toward the necessity 
for using printer’s ink to push their 
own goods or products, presumably 
better, is responsible for the fact that 
many codperative members buy many 
well-advertised competing articles in 
the private trader’s shop even when 
the codperative brand may be better 
value. In sope places the codperative 
sells but 30 to 40 per cent of the mem- 
ber’s consumption of goods handled 
by the society. 

Many cooperatives seem not to have 
grasped the fact that effective adver- 
tising is only another form of educa- 
tion, and that three times the volume 
of an article might be sold for twice the 
total cost of selling one-third the vol- 
ume—with financial advantage and 
satisfaction to every member. As one 
of their own writers said: 


The codéperatives, naively, still have 
faith in that quaint old business element 
called good will. They humbly expect that 
if they provide products and services good 
enough to win the confidence of users, 
these game users will tell their neighbors 
and soon throughout the countryside. 
Word of mouth advertising, yes. But 
there is still no end to the advertising— 
educating—promoting requirements of the 
potent coéperative. Not for ballyhoo pur- 
poses to be sure, but to tell members what 
services are available, when they are im- 
portant and how the members can use the 
codperative products or services to his ad- 
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vantage is this advertising work vital to 
the codperative association.” 


The inconsistency of being willing to 
spend considerable sums to maže good 
practitioners of the codperatrve reli- 
g_on, but being unwilling to show their 
members in detail the superiority of 
the goods, products, and serv-ces de- 
v2loped in the practical application of 
that religion to the wants ani reeds 
o= daily life, is a reflection on merchan- 
dising intelligence. As F. Hall. the 
principal of the Codperative To_lege, 
Manchester, said: 

Finally, the growing importance of tech- 
real training and expertness in szlesman- 
ship creates educational problems that bear 
drectly on business success. It zas been 
well said that the movement’s fucure vic- 
tories are to be won not so much by hero- 
ism as by trained efficiency. 


In many of the codperative organi- 
zations abroad, this mistake is not be- 
ing made. The English orgazization 
advertises in the capitalistic press, and 
‘conducts, both in class instruction at 
Manchester and by correspcnd2nce, 
courses in advertising and salesman- 
sup for society managers anc. assist- 
arts; and in Sweden at-its Var ‘Gård 
Scho& the Swedish organizatior has 
a completely equipped store in which 
tre students are trained in ever: de- 
pertment of successful store mamage- 
ment, including both advertising and 
salesmanship, which last is especially 
eFective by American standards. 


QUALITY OF EXECUTIVES 


The American coöperatives will have 
ts meet the test of efficiency, if they 
are to make a permanent p.ac2 for 
tnemselvesintheeconomicsun That 
eficiency will depend on their man 
tower, and to develop and hald that 
man power will depend on th= incen- 
tzes and rewards. This des not 


* Kenneth Hinshaw, editor, Eastern 3tases Co- 
overator, writing in Printer’s Ink, Auz. 6 1936. 
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necessarily mean financial incentives 
and rewerds only. At present, many 
of the executives seem to be satisfied 
with financial rewards much less than 
are paid “or comparable services in pri- 
vate business. That alone is not a 
weakness. Financial rewards alone 
are not all powerful even in private 
business. 

In America some of the codperatives 
have developed a number of unusually 
brilliant executives who, through fine 
leadership, have carried their societies 
to impressive business success. The 
Ohio Ferm Bureau under Murray 
Lincoln, the Central Codperative 
Wholesa.e under H. V. Nurmi, the 
Pennsylvania Farm Bureau under 
R. N. Eenjamin, the Indiana Farm 
Bureau under I. H. Hull, the Cloquet 
Codperazive Society (doing a retail 
business of over one million dollars) 
under Ahti Tuohino, the Consumers 
Codperazive Services (New York) un- 
der Mary E. Arnold, and the Con- 
sumers Codperative Association (Kan- 
sas City: under Howard Cowden are 
but a few instances of fine records in 
the manegement of successful societies. 

If the American codperative move- 
ment is Lo compete with private trade 
for brairs and ability, it will have to 
develop its system of incentives and 
rewards along lines that appeal to the 
whole of an intelligent man’s desire for 
security, prestige among his fellows, 
personal comfort, and the satisfaction 
of his embitions. In England and 
Sweden the direct salaries paid to 
executiv2s seem ridiculously small by 
American standards—$2,000 to $5,000 
a year fcr men who handle millions of 
money and hundreds of people. That 
is puzzlmg until one learns of liberal 
expense accounts, retirement pensions, 
super-armuation benefits, sick and 
death benefits, low cost of life insur- 
ance, low cost of home financing, se- 
curity of position, and vacation and 
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recreation privileges, all of which the 
American executive has to finance at 
high rates out of his greater income. 

In England, too, the codperative 
manager or leader not only has a pres- 
tige and power springing from the fact 
that he helps to manage a big busi- 
ness, but he is the leader of an impor- 
tant body of voters, and is often 
elected to important offices in local, 
county, or national government. 
These incentives and rewards cannot 
be ignored in estimating the appeal of 
coöperation to ambitious men. 

The same is done in Denmark and 
Sweden. 

This phase of coöperation is yet to 
be worked out in the American move- 
ment. 


CONSUMER COOPERATIVES AS 
Arrectinc Private TRADE 


Can private trade and the consumer 
codperatives live together? In every 
country they are living together. 
They seem to get along very well in 
their respective fields. In this coun- 
try the coGperative movement appeals 
to those of small income, of $1,200 a 
year or Jess, who constitute about 40 
per cent of our total population. That 
is a tremendously important economic 
market. It is the market that counts 
its pennies, and is the strength of the 
five-and-tens, the chains, and the 
super-markets. 
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The codperatives will not interfere 
with the private trade that caters to 
the fashion, style, and luxury markets. 
They will undoubtedly interfere with 
those who constitute that market, be- 
cause it is in the very nature of the co- 
operative development that societies 
will develop their own wholesales, and 
they in time will go into manufacturing 
and banking, thus eliminating many 
of the sources of profitable income 
which sustain the fashion, style, and 
luxury markets. That is some dis- 
tance in the future, however, and there 
are many “if’s” and “but’s” m the way. 

Only the more enthusiastic codpera- 
tor yearns for a condition where pri- 
vate trade would be entirely elimi- 
nated. As a member of the Scottish 
Wholesale Society said to me, “I should 
dislike to see the private trader elimi- 
nated. We need him to keep us hum- 
ble and fighting.” 

On the other hand, the head of the 
largest independent department store 
in Stockholm said: 

The codperatives have been the best 
thing that ever happened to us. They 
have made us conscious of our consumers 
in a way we would never have been under 
the old system. They have made“us im- 
prove every department of our business. 

The codperatives need the private 
trader, and the latter needs the coöp- 
eratives. At the present time the con- 
sumer needs both. 
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SUPPLEMENT 


GERMAN ECONOMIC THOUGHT TODAY 


Economic Thinking in the New Germany 


By Orro DIETRICH 


F IN National Socialist Germany 

we wish to speak of economics we 
must start with philosophy. We 
know that all economic ideas which 
have political significance and influ- 
ence in the history of mankind are 
rooted in philosophy. And just as a 
political system can be successfully 
supplanted by another only if it 1s car- 
ried by a better philosophy, so also an 
economic system can be successfully 
replaced only if it rests on a truer 
world-view basis. This is the great 
truth which the Fuehrer demonstrated 
to us by the example of the German 
people. 

The Fuehrer’s great and unique 
achievement is to have led the Ger- 
man people from utter disruption to 
a political and spiritual unity. He 
welded it together into one commu- 
nity of thought, into one solid bloc, 
and in this way restored it to national 
strength. Increase of power through 
concentration, the elimination of all 
inward waste of strength in order to 
assemble the energies of the nation to 
face the outside world—that is, after 
all, the fundamental political concept 
which National Socialism has sub- 
stantiated in the German people. 
That is the secret of the success of Na- 
tional Socialist politics and its fruitful 
achievement for the nation. 


Unirtep Economic THINKING 


We know that the fatal dismember- 
ment of political thinking which Na- 
tional Socialism has done away with, 
emanated from the economic system. 
Unscrupulous capitalistic thinking and 
blind Marxian hatred were the causes 
of this national disruption. And for 


this reason it is exceedingly important 
that a homogeneous economic con- 
ception in the minds of the German 
people should go hand in hand with 
the homogeneous political philosophy 
which has already won. Therefore, 
besides the unanimity in political phi- 
losophy, we require also an inward 
unity in economic thinking; a unity 
that will not only cut off the economic 
sources of political disharmony, but 
will at the same time open a new well- 
spring of economic strength. In our 
economic thinking also, the law of in- 
crease of strength through concentra- 
tion must be applied. 

In the Third Reich the German La- 
bor Front is tke united organization 
of all who work productively. The 
German Labor Front fs the outward 
structure of socialized work which to- 
day embraces the whole national econ- 
omy. What is more obvious than the 
desire and the necessity that the spirit- 
ual content which carries and ingpires 
this community of workers be a una- 
nimity of economic thinking which 
shall have its roots in National So- 
cialist philosophy substantiated day 
by day through the economic life of 
the nation! 

We National Socialists feel with 
deepest certainty that the complete 
National Socialist philosophy contains 
an economic structure of ideas. We 
know that all our efforts and actions, 
all our struggles for comradeship and 
mutual advancement for the spiritual 
union of the productive members of 
the nation, are supported by the logic 
of circumstances. We know it; else 
whence would come the courage and 
strength of those who day in and day 


205 


206 


cut in all the factories preaca the su- 
preme concept of social unity and la- 
tor to that end? But to this confi- 
cence in ourselves and in tke justice 
nf our actions must be added = well- 
founded and impregnable 2conomic 
philosophy. The thesis must be 
added which will comprekend our 
2zconomic thinking and expound it to 
the understanding of all, so tat its 
logic may destroy alike the false prin- 
ciples of capitalism and Marsis: class 
hatred. It must not be possible that 
g part of the nation, the direztors and 
industrialists, march in the German 
Labor Front but smile at its 2ecnomic 
concepts and regard them as foreign 
to reality, and it must not be possible 
that another part of the nation, the 
tank and file of laborers, cennot be- 
come inwardly free from Marxist 
heresies, and fail to follow the Na- 
tional Socialist concept of economics 
simply because it ha$ not keen pre- 
sented to them logically anc in com- 
prehensible form. 

National Socialist economics must 
become a fundamental part of the peo- 
ples thinking. It must no- be con- 
tined to the scientist, the «employer, 
andesuch classes, but must pass into 
the very life and blood of the worker. 

In 1935 I gave a lecture ir Cologne 
on the philosophical basis of National 
Socialism, and proved scientifically 
that the primary concept of cur think- 
ing and the key to the understanding 
of human society is not the individual 
but the community. There I outlined 
the conception of the community as 
the foundation of our thought. I 
added that from this new besis all 
other spheres of scientific feszarch can 
be fathomed in the Nationa Socialist 
spirit and properly comprehznced. I 
‘wish to continue from that pcint today 
and demonstrate with reference to the 
sphere of national economy zhat here, 
żop, the community idea is not only an 
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ethical imperative but the necessary 
and screentific foundation of our eco- 
nomic system. 


Tue Liserat Economic THEORY 


The economic thinking of liberalism 
was fo> more than a century domi- 
nated ky so-called classical economics. 
It originated in England at the height 
of her oversea expansion based on so- 
called human enlightenment, and had 
its philosophical foundation in liberal- 
ism.t The foundation of this liberal 
economic theory, which later assumed 
the titl2 “Political Economy,” was the 
Englistman Adam Smith with his 
book which appeared in 1770, The . 
Wealth of Nations. The theory was 
developed by John Stuart Mill and 
other economists, and received its most 
distinct characteristics through David 
Ricard>. It was introduced as the 
doctrine of human economy in gen- 
eral, from England into the science of 
all civdized nations in Europe, espe- 
clally Germany. 

This theory is the doctrine of trad- 
ing values and prices, of markets and 
booms, of interest and returns, of labor 
as a commodity, and of capital as the 
omnipetent power. It is the doctrine 
of economy as a mechanism deter- 
mining the course of history, in which 
man piays only a very incidental and 
subordinate part. In Germany, this 
economic doctrine has been modified 
in many directions, and developed ac- 
cording to economic progress. Much 
that would no longer fit into condi- 
tions was rejected, and new ideas were 
added. But the fundamental concept 
of this doctrine was not thrown over- 
board until today, when it has been 
replaced by a new economic thinking. 

This so-called orthodox economy 
arises from the individual and his eco- 
nomic reason, which obliges him to 
strive, with the minimum expense of 


1 Alweys in the English classical sense. 
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labor, to the maximum success. It is 
pure, naked egoism which is here set 
up as the highest principle, the very 
carrier of economic life. This doc- 
trine says that the economic egoism of 
the individual is the loftiest and 
weightiest incentive to human wel- 
fare; that if only men will apply and 
use this egoism in the correct way, and 
if only this egoism is not checked by 
political influences from the sphere 
outside of economics, this automatic 
mechanism will finally bring together 
the interests of all into perfect har- 
mony. In one word, the motto of 
orthodox economy ran: Through self- 
interest to the common good. 

Now, if we look upon the pre-Na- 
tional Socialist, capitalistic Germany, 
we must realize that this egoism 
reached its highest economic develop- 
ment. It unfolded its finest blossoms 
on the tree of practice. But the para- 
dise which it was supposed to realize, 
according to that doctrine, failed to 
materialize. In practice, this prin- 
ciple brought us a class struggle from 
above and below—the struggle of all 
against all. Instead of the harmony 
which had been promised, it produced 
economic and political ruin and 
brought its most faithful and con- 
vinced adherents, with the whole na- 
tion, to the edge of the abyss. 


THe Marxian THEORY 


But in Germany we witness not only 
the bankruptcy of this capitalistic doc- 
trine, this “economy of the employ- 
ers,’ which the worker never under- 
stood and always hated. We witness 
- also the collapse of that doctrine, fully 
as disastrous, which seized the labor 
movement when it justly began to or- 
ganize in opposition to capitalism and 
to the thoughtless bourgeoisie. 

Karl Marx, who—exiled from Ger- 
many—lived in England and studied 
the doctrine of orthodox economy, de- 


207 


veloped from its fundamental princi- 
ples, in his books Zur Kritik der 
Politischen Oekonomie and Das Kapi- 
tal, an economic antithesis for the 
worker—the so-called Marxism— 
whose poisonous ideas were to gain 
such a disastrous influence upon labor 
in Germany. It is often overlooked 
that Marx, in his so-called strictly 
scientific doctrine and by reason of 
his dialectic method, accepts and 
acknowledges capitalism to be neces- 
sary, even in its most outspoken form, 
as a, transitory stage to that interna- 
tional, class-war socialism which he 
presents to labor as the Fata Morgana 
of the future. He was bound to 
acknowledge capitalism as a historic 
necessity, for how else could he explain 
the fact that he had built his entire 
economic system on the fundamental 
pillars of just that capitalistic theory 
which he pretended to conquer? 

Upon the theory of values of the 
capitalistic doctrine, the doctrine of 
Ricardo, Marx built the edifice of his 
so-called scientific socialism. To be 
sure, he somewhat modified this ob- 
jective theory of values which claims 
the value of a commodity to be deter- 
mined by the amount of labo in- 
volved, but he took over the funda- 
mental points. This theory of values 
is a downright fallacy. It has proved 
entirely sterile for explaining economic 
phenomena. Moreover, the theory of 
values which so long was considered 
the pivotal problem of political econ- 
omy has all but compromised scien- 
tific economics. 

I have gone into this theory of 
values because this is the pivotal point 
from which the whole Marxian system 
can be repudiated and reduced ad 
absurdum. For this theory is the pil- 
lar on which the whole structure of 
Marxism rests. 

From this theory of values Marx de- 
rived his spurious doctrine of surplus 
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values. He made the worke telieve 
that it was his labor that dezermined 
the value of a commodity. He told 
the worker that the employer withheld 
irom his pay part of this valus, the so- 
called surplus value. From <hs doc- 
irine Marx deduced his theacy of ex- 
ploitation. He told the woske> that 
this exploitation could not cease, ac- 
zording to the laws of capitalistic 
=conomy, until the system a= private 
=nterprise itself was destroyed. Also, 
cut of this theory he derived tae de- 
structive theory of the class struggle. 
Once this theory of values is recog- 
nized to be plain nonsense, ard once it 
13 pulled out from under the Marxian 
structure, the whole edifice of scien- 
tific Marxism, with all its sccnomic 
delusions, will tumble like a hcuse of 
cards. 

Only National Socialism sas thor- 
oughly put an end to this urhcly ap- 
parition which becfouds scientific 
thinking. â 

Every German worker who has but 
a slight sense of the natural re ations 
of economic life of which hz is part, 
Enows that neither his labo- nor the 
employer’s labor nor his capfal deter- 
min@és the value of the ccmmodity 
which they produce together. If the 
commodity cannot be sold, it does not 
have any commercial value vuhatso- 
ever. Whether or not it can be sold, 
and whether or not at an ad2quate 
price, depend on many factos and cir- 
cumstances that are deterrired by 


the entire economic and political con- - 


dition of the nation. On*y selling 
gives commodities their valje. Pur- 
chasing power and quality, technical 
Drogress and salesmanship, sales or- 
ganization and trade agreenen:s, and 
many other things have a pact in mak- 
ing up the value of a product, just as 
much as labor and capital. Taey all 
share in the final success, anc. this suc- 
zess is greatest in volume wher2 there 
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is least friction among these various 
factors. 

In the final analysis, the quality of 
a nation—ihe condition that it is in— 
determ:nes the value of its work and 
the level of its wages. 

It is not true that the individual 
through his labor produces economic 
values the total of which makes for 
econontic wealth. It is just the op- 
posite: economic values are created 
only by coöperation in the community, 
and the share of the individual is de- 


rived from the community in propor- ..-. 


tion to his achievement therein. In 
other words, the welfare of the com- 
munity comes first; it is the premise 
and sige qua non for the economic 
well-beng of its individuals. This 
alone is the correct starting point of all 
economic thinking, because this alone 
is in aecordance with reality—a fact 
which both capitalism and Marxian 
thinking have disregarded. There- 
fore they are bound to lead to chaos in 
practics. 


NEÆTIONAL Socratast THEORY 


National Socialism started to re- 
build from the bottom. The supreme 
economic precept of its program there- 
fore is not “through self-interest to 
the common good,” but the opposite: 
“Throcgh common interests to the 
individual good.” 

The sphere of the axiom is not so- 
called =conomic affairs as an autono- 
mous entity standing above or beside 
the nazion, but it is “National Econ- 
omy’’—the economic organ of the na- 
tion that must be served by all its 
members just as well as all its members 
are served by it. The individual cells, 
howev2r, of which national economy 
is composed, are the factory units in 
which all, employers (shop leaders) as 
well as employees (shop followers), 
know that they are dependent on one 
another, and in which all conceive 
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their work as a service to the national 
organization which supports them. 

Through the common interests to 
the individual benefit—that is the true 
slogan of economic thought which not 
only bears fruit in the economic life 
within the nation, but which also 
makes possible the success of the indi- 
vidual. Not only, indeed, is this su- 
preme concept a necessary ethical at- 
titude, but it also takes into account 
the most inherent requirements of na- 
tional economy. And this applies not 
only to the employer but also to the 
employee. It is the common platform 
on which the interests of both parties 
are preserved. 

Once and for all, this fallacy must 
be abandoned, that private initiative 
cannot be brought into harmony with 
that respect for the public good which 
National Socialism demands, and that 
its natural and successful function is 
impeded by that system. 

We National Socialists are not so 
foolish as to discourage sound personal 
initiative, thereby strangling the most 
powerful stimulus to economic enter- 
prise. On the contrary, just as Na- 
tional Socialism endeavors with all its 
might to develop the personality with- 
in the community for the common 
good, it also promotes individual 
achievement within the national eco- 
nomic framework as its strongest and 
utterly indispensable motive power. 
We know that it is the most potent 
agent of economic progress and the 
sine qua non of our culture. What 
would life be for us all without the pos- 
sibility and the prospect of striving 
through our personal efforts to some- 
thing higher and attaining it, even if 
only in wishes and dreams? 


Community BASIS FOR 
INDIVIDUAL WELFARE 
To personal initiative in economic 
life we set only those beneficent limits 
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which are indispensable for the good 
of all, and which in the end once more 
serve the inzerests of the individual by 
way of the community. By uphold- 
ing nationa! solidarity as the founda- 
tion of our economic life we protect 
every individual and further his own 
justifiable interests—even if he, in his 
shortsightedness, does not realize it. 
Possibly this may sometimes be felt 
as compulsion. But then it is the 
compulsion to safeguard their own in- 
terests that 1s imposed on men. In- 
deed, consiceration of the good of the 
community is, for the member of the 
nation in the National Socialist state, 
nothing but regard for his own inter- 
ests in the community. He, however, 
who particivates in these community 
advantages and still believes that he 
as an individual can evade his obliga- 
tions at the expense of those that are 
upright, is only a traitor to the com- 
mon cause and deserves the contempt 
of all. ° 

What the community idea means to 
the shop lezder and employer, it also 
means to the follower, the rank and 
file. How often is National Socialist 
philosophy taken. merely to signify 
that the worker’s sole mission i$ to 
obey the call of duty in the people’s 
community! These are words that in 
the long run win nobody. This, too, 
must be said for once and all. History 
does not progress by sense of duty and 
unselfishness alone. Whoever, for in- 
stance, worxs day after day in the 
sweat and grime of the mine can hardly 
be convinced of his high economic 
mission hy such well-meant but in- 
adequate arguments. In practice, 
things look somewhat different. Even 
the humblest worker wants to get 
ahead in life. Only the hope for his 
personal prcgress for himself and for 
his children, and the belief in a chance 
to advance, makes his hard work ap- 
pear easier. To tender him as his life’s 
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aim only the call to duty, and to deny 
him any opportunity of satisfy.ng his 
personal ambition—that is tae ialk of 
academic moralists or antisccial capi- 
talists who speculate on the :gnorance 
of their fellow men. 

That has nothing to do with Na- 
tional Socialist philosophy. National 
Socialism preaches someth-ng alto- 
gether different. It makes fhe work- 
ing member of the nation compzehend 
that he can find his personal sappiness 
only as long as he does his duty to- 
wards the community. Tais com- 
munity in which and for hich he 
works, is he himself in a larzer sense. 
The community is the premise and the 
eine qua non through which slone per- 
sonal happiness can become a reality. 


Who helps others, helps them in order. 


to help himself. To acknowiedge and 
have others acknowledge tiat one’s 
own interests are best servec by plac- 
ing the common good in the forefront 
of desire, is theimportant thing! This 
is the fundamental law of all =conomic 
reason, and it dominates every sound 
economic system and determines its 
progress. 

This community idea of National 
Socialism is no theoretical common- 
place, no empty notion, so cheap 
catchword. It is the princizle which 
for the first time gave the vord “so- 
cialism” a living content. Cur social- 
ism is not an unreal utop-a, but a 
genuine, pulsating life. It s zhe so- 
eialism of assistance to the pocrest of 
she poor, and the socialism oë azhieve- 
ment for those who labor. E does not 
zive promises of eternal salvation; it 
does not decetve the workers with im- 
possible dreams that only Ead them 
deeperinto misery. Itdoesrot preach 
the childish, false doctrine of zhe equal- 
ity of men and their equal claim on the 
distribution of this earth; butt zeturns 
to them the faith in a great-people to 
which they are united for better and 
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worse, where every one can achieve all 
that hə is capable of achieving by 
knowledge and merit. The only equal 
economic claim it concedes to all mem- ` 
bers of the nation is the right tc obtain 
work. 

This true and only possible socialism 
secures equal conditions of advance- 
ment to all members of the nation so 
that ciaracter, ability, and achieve- 
ment will be the only yardstick for 
personal success. National Socialism 
has removed all prerogatives of birth 
or class, and has reéstablished mstead 
the prerogatives of nature. In giving 
all members of the nation an even 


chance according to the measure of 


nature it does not try to abolish the 
inequa.ity of men (what a childish 
utopia ), but abolishes inequalities in 
conditions under which they labor. 


SIGNIFICANCE FOR THE WORKERS © 


This is a great and decisive idea, 
greater than it might appear at first 
glance. Its realization in the National 
Socialist state means for millions the 
liberation from the former hopelessness 
of their purely capitalistic labor con- 
ditions. It means liberation from the 
enervating despondency of a life of 
labor which heretofore had to be con- 
siderec as an impotent object of trade 
without hope of attaming to the height 
of creazive coöperation in the life of the 
nation To these outcasts and the dis- 
inherited of an unholy capitalistic de- 
velopment, National Socialism gave 
back equal economic opportunity. 
With revolutionary enthusiasm it 
swept aside the obstacles which the 
liberalistic system with all its prero- 
gatives of property and capital had 
erected before them like an unsur- 
mountable wall. It releases their in- 
herent forces and abilities to free activ- 
ity and makes them participate in the 
economic competition of ability and 
achiev2ment. 
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The deep spiritual effects, the great 
moral power, the immense practical 
significance of these possibilities with 
regard to the broad masses of laboring 
members of the nation should not be 
underestimated. We have initiated 
among the German people an economic 
and social order in which every mem- 
ber of the nation, whoever he may be 
and wherever he has come from, may 
climb to the highest places in business 
and in the state, if only he has the 
strength, the will power, and the abil- 
ity to do so. 

That is our idea and our will. It is 
the will of the Fuehrer, who, as we all 
know, can remove mountains and who, 
as I know, is ready if necessary to 
storm the gates of hell for his German 
workers. If here and there obstacles 
are still found in the way, they will be 
torn down in order to open to the un- 
known German worker the upward 
road to the highest stations of the na- 
tion. Perhaps the old generation of 
workers can no longer take the road so 
successfully. Then their sons will 
take it. 

And if it is said that the road to suc- 
cess is long and hard to go, I refer the 
timid soul to the brilliant example our 
leader Adolf Hitler has given us. An 
unknown, nameless worker among 
millions of his comrades, he battled his 
way upward in fervent energy and 
tenacity and reached his goal at the 
pinnacle of the state under circum- 
stances far more difficult than those 
which obtain for the worker today un- 
der the banner of National Socialism. 
He took this road relying only upon 
himself and against the resistance of 
all. Today he, the son of a laboring 
nation, stands at the helm in order to 
secure for his comrades a better chance 
than his own in the hard struggle. He 
has erected the real German people’s 
state and imbued it with the economic 
principles of a living, creative, German 


211 


socialism. And for this reason the 
hearts and hands of all who take part 
in the work of the community are his 
to command. 

With pride we state that in the Na- 
tional Socialist people’s community 
the century-old socialist yearning of 
all who work has for the first time 
achieved practical fulfillment, and, to 
be sure, its only possible fulfillment. 


SIGNIFICANCE FOR PRIVATE 
PROPERTY 


What is being realized in this com- 
munity socialism of achievement—the 
natural and hence the only possible 
harmony of conflicting economic in- 
terests? National Socialism, which 
gives free headway to private initia- 
tive within the scope of the superior 
principle of the community—utilizing 
it for the benefit of all—has for the 
first time in modern economic history 
accomplished the unexpected: it has 
united the common goed with self-in- 
terest upon the same level. The 
Fuehrer in his Munich speech ex- 
plained convincingly what a hard road 
the German people had to travel in 
order that out of its various racial 
origins, its tribes and subdivisions, 
finally, in spite of all recalcitrant re- 
sistance, the German nation should 
emerge. Only in this way the present 
stage of evolution could be reached, in 
which the political and economic con- 
trasts of the past are dissolved and 
grow together into a higher unity of 
national life. Our socialism therefore 
is no abstract structure that does 
violence.to nature, but the significant 
shaping ang the highest form of eco- 
nomic life, out of which the nation 
again and again can draw strength for 
a new blossoming. 

This socialism does not, like Marx- 
ism in the Soviet paradise, in the blind 
craving for destruction, tear down the 
foundations of society; it does not ex- 
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pose millions to starvation, only to be 
forced to call wretched capa:alism to 
the rescue. 

This socialism is not the sc-zialism of 
the ignorant, not the socialEm of un- 
derproduction as in the Mecxian So- 
viet state, which must by force intro- 
duce a barbaric driving system, the 
Stakhanov system, in order => squeeze 
production from labor, which makes 
this system inherently impossiole. 

Our socialism does not abolish pri- 
vate property and thereby destroy the 
:ncentive for any progress at all, but it 
~emoves the abuse of private property, 
and in that manner opens tre way to 
progress for all. 

Our socialism does not say “property 
is a theft from the community,” but it 
2levates honestly acquired property to 
the status of a deserved gain 7or the 
community. 

This socialism does not æy “prop- 
erty gives privilege within t- nation,” 
but “propertyeimplies obligation to the 
nation.” 

This socialism, which opens up 
avenues of economic succes also to 
the humblest, does not allo” the eco- 
nomic forces of the nation èo perish, 
but*opens the way to possdilities of 
multiplying the incentives of human 
enterprise. That is our socialism, the 
socialism comprising all who are of 
good will, the socialism that ovens to 
the nation the road into a great future. 


NATIONAL Economy Esc@nrrau 


As we have seen, the adj-stment of 
the economic interests witk a view to 
the common good does not zake place 
of itself. Economic society is not a 
mechanism regulating itself automati- 
cally—not a sphere in whic = everyone 
can do as he pleases. Itisa> organism 
that is regulated and directed from one 
central point. Economic society is 


not a thing in itself, as the economic’ 


thinking of capitalism and Marxism 
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pretend it to be. Ever since human 
beings have been living together, eco- 
nomic society is unthinkable without 
its subordination to the nation. 

Economy can be conceived only as 
national economy, the individual na- 
tional economies entering into inter- 
national exchange; but there is no such 
thing as world economy, in the sense of 
a disso-ution of the national boundaries 
of all mations. The starting point and 
the gogl arealways a nationaleconomy. 
Therefore it is not only correct but 
essential to a properous economy that 
the National Socialist state, as the 
representative of the people’s commu- 
nity, should take over the leadership 
and supervision of all spheres of eco- 
nomic life, guaranteeing a harmony of 
interests by subordinating them to the 
higher ideal of “work for the whole 
nation.” In close coöperation with 
the German Labor Front, it supervises 
the advance to National Socialist pre- 
cepts in economic life. It supports 
and furthers all that is good in private 
business and destroys everything un- 
wholesome and wrong. From its cen- 
tral viewpoint it determines the trend 
for the economic need of the moment. 

This may not always be compre- 
hensikle for the single member of the 
nation, whether shop leader or of the 
rank end file, if at the moment he has 
to tak2 into consideration the necessi- 
ties of the whole. But the knowledge 
that tais National Socialist state is his 
state, in which, as the trustee of his 
sacred interests, he can have iull con- 
fidenc2, will make the temporary sacri- 
fices appear small in comparison with 
the decided advantages arising for all 
and fcr himself as an individual. 

I heve already said that economy is 
not a thing in itself. It is a basic and 
disast:ous error to assume that econ- 
omy 6 a mechanism everywhere and 
invarably running according to its 
own laws. The economic doctrines of 
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capitalism and Marxism accepted it as 
an objectively operating material cir- 
cumstance. They dealt with condi- 
tions and affairs, with commodity and 
produce, and less with men who pro- 
duced them. They searched for the 
eternal laws of this so-called economy 
and tried to ascertain the so-called 
“economic causes” which allegedly de- 
termine and guide all human existence. 
In this materialistic conception of 
economy the human spirit, ideas, 
idealism as the creative and formative 
factor of economic life, had little or no 
room. Those systems would not ad- 
mit that it is the creative spirit which 
has at all times determined and 
molded economic activity from the 
most primitive stage to its most ad- 
vanced form. Nevertheless, it is so! 

Economy is not a soulless, self-suffi- 
cient mechanism in a world of egoism 
and materialism. Man is not the 
Homo cconomicus who was said to 
have a ledger instead of a heart in his 
breast. Nature did not put man into 
the world as a single being or as a 
modern Robinson Crusoe. Heis there 
as a member of a community of the 
blood and the race that has given 
birth to him and raised him up to what 
he is, and for which he must labor and 
strive as the community does for him. 
The sphere of economy is not a world 
in itself, which, once created, operates 
automatically, independent of the soul 
and will of man whom it is destined to 
serve. Economy, as I said before, is 
national economy. The people, more- 
over, is not the slave of its economy, 
but the lord. It builds its economic 
system according to its abilities and 
facilities, according to its special needs 
and its national requirements. 


Economic SYSTEM THE Propuctr 
or LEADERSHIP 
Just as there is no constant economy 
in the pattern of nature, so there are 
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no eternal laws of economic life by 
means of which its course may be pre- 
dicted once and for all. Scientific 
capitalism and Marxism held that idea 
long enough. And for that reason the 
actual facts often enough disproved 
them. Within a certain economic 
system holding good for a certain 
time, typical relations and also certain 
constitutional tendencies may be ar- 
rived at, but never eternal scientific 
laws of economy. There is no such 
thing, and that theory is pure non- 
sense. 

At the beginning I pointed out the 
absurdity of the economic theories of 
value and their consequence, and I 
should like to emphasize this point 
dogmatically here, since it will be 
significant in connection with our 
ideas. The Fuehrer himself expressed 
it in a clear and unequivocal way. 
He said: 


There is no theory. In the course of 
centuries economic systems have changed 
unceasingly. But it isin man’s nature that 
at a certain time he inclines too easily to 
the belief that the economic system com- 
manding that period is the only possible 
and the only tolerable one. In other 
words, mankind succumbs to a ddttrine 
which is just as harmful as perhaps belief 
in the opposite might be. We have only 
one theory: that there is no doctrine in 
economy. 


This the Fuehrer said and thereby 
said the decisive thing. 

The economic system of the civilized 
nations has always been, in every phase 
of their being and at the different 
stages oftheir development, the prod- 
uct of theig creative mind. If it was 
directed into antisocial, unnational, or 
subversive practices, it was the fault 
of its leaders or leading classes. 

Economy is not a dead, eternally ` 
constant mechanism, but it has its 
living history carried on by human 
spirit and human work. The patri- 
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archal system, the guilds of the Middle 
Agés, the division of labor anc tke free- 
dom of trade, the machine aœ and the 
era of modern industry, Kwv2 suc- 
ceeded one another becau= human 
spirit and human organizatDbn paved 
the way to further development and 
activity. 


GERMANIC Inventive GENIUS 

Engineering and ingenious organiza- 
tion have always been the ponzers of 
economy. Just as in all history trade 
followed the sword of audadots con- 
querors, so all great pionecrirg and 
prosperity periods of the nacion were 
started by daring men who w:re far 
ahead of their time. This s true as 
far back as we can look in oar history 
to Germanic inventive genus which 
wrested its secrets from netuzve and 
carried onward the torch of i-s spirit— 
and to the adventurous enterprise of 
Nordic seafarers the white -aces owe 
their centuries-old economic dəmina- 
tion of the world. . 

It has always been ingen-ous ideas 
and far-looking initiative that have 
tleared the ground for a new economic 
system for humanity, giving it a new 
foothold on prosperity. Economic 
progress, however, means progress in 
the culture of social living. Here, too, 
it has always been those natns whose 
men went forward. upon paihways 
never trod before, that have given the 
working members of the nztions the 
benefit “of this progress, the standard 
of higher civilization and ctlture. If 
I recapitulate these ideas the funda- 
mental precept of all economy becomes 
evident. 

The wage level and the standard of 
living of a nation are nothirg but the 
product of its own spirit anc tke qual- 
ity of its workingmen. 

These are, no doubt, the “acts, seen 
as a whole and in the long tun. But 
the sea level of economy hss also its 
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tides. That has been experienced 
precisely by those nations who en- 
riched the property of other coun- 
tries—above all, by the German na- 
tion. What they gave to the world by 
ingenicus engineering often, after dec- 
ades of prosperous years, reacted upon. 
them painfully when other peoples 
and ozher continents followed, uti- 
lizing their technical progress and the 
manufacture of their high industrial 
products for self-support. The peri- 
ods of 2xport prosperity were followed 
by economic depressions caused by the 
replacmg and assimilating forces of 
world trade. We all know how this 
change of trade of the world became 
econonically a rope around our neck 
and often enough a political weapon 
used ky others against us. National 
Socialist Germany does away with 
this dangerous world trade interde- 
pendence by replacing the liberalistic 
form with a new economic system 
born from its own energies and cor- 
responding to its life. 

I have tried to explain the commu- 


nity spirit by which we are upborne, 


not orly from a philosophic point of 
view but also from its inherent com- 
mercis] necessity. From an outside 
point of view it is the freedom of bread 
and the economic interdependence of 
the netion that we want to win, and 
shall win by making fundamental 
changes in our economic system. No- 
body will expect that in a day’s time 
we could further alter or reorganize 
our commercial activity in the internal 
market. There is some time needed 
for inventing necessary substitute raw 
mater.als and producing them on an 
economic scale. But we shall reach 
this geal. 

This by no means signifies abandon- 
ment of world trade and the interna- 
tional exchange of goods. That can- . 
not ke sufficiently emphasized. In 
the seme measure as we are able to 


Economic THINKING IN THE New GERMANY 


export our high-quality products, we 
shall always import the products of 
other nations. We merely want to 
safeguard our people against the 
vicissitudes of political and economic 
events which we would not be in a 
position to master in case of emer- 
gency. This last risk no conscientious 
government can take on behalf of the 
nation. 

But in spite of this self-help by the 
organization of self-sufficiency, the 
German nation will never abandon its 
proud, creative, technical tradition 
and its great cultural task in the fam- 
ily of nations. National Socialist 
Germany does not intend to lay down 
arms in the face of world competition 
by other industrial nations which 
might menace the high standards of 
living of her capable and hard-working 
sons. We will not mournfully look 
back upon export possibilities that are 
gone because they are outmoded by 
the economic development in other 
countries and therefore cannot be re- 
covered. -Where we lost the advan- 
tage through development in non- 
European countries, we will regain it 
all the more brilliantly by new crea- 
tions. 

Such new creations of her inventive 
genius National Socialist Germany has 
already begun to display magnificently 
in the field of chemistry and physics, 
not in the capitalistic sense but in the 
sense of the true economic community. 
Those who have labored under that 
ridiculous fallacy that modern engi- 
neering and the economic progress 
upon which it is based are inseparably 
connected with capitalism will be 
taught better by the facts. National 
Socialism stimulates engineering in a 
measure heretofore hardly conceived 
of. For we know that it is the large 
masses of working members of the na- 
tion whose economic condition de- 
pends on the standing of the nation in 
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the international field. We know how 
impossible it is that a strong, healthy, 
developing people should fall behind 
in engineering and allow its working- 
men to become slaves of other, more 
progressive nations. And therefore 
National Socialism makes it the duty 
of its intellectual leaders in the com- 
petition of the nations incessantly to 
struggle for the technical progress of 
the large masses of the working mem- 
bers of the nation. 

The happiness of creative engineer- 
ing, for the National Socialist, rests on 
the glory of social achievement; for the 
happiness the inventor gives to man is 
salvation from worry and distress for 
millions who, in the machinery of the 
modern economy of the nation—each 
of them in his own place and conscious 
of the community—earn their living 
by hard work. To make their lot 
easier, to have them take part in the 
comforts of hfe*that is the great and 
noble task of technicaland economic 
progress for which National Socialism 
so passionately stands. It does not 
allow engineering to become the curse 
of servitude for the working people, 
but through its magnificent recrea- 
tional institution, “strength thréugh 
joy,” leads them back to nature and 
to the beauties of the Fatherland. 
Thus conceived and made available to 
the people, engineering in supreme 
creative synthesis serves whom it set 
out to conquer by once more disclosing 
its inexhaustible beauty and strength 
on a higher social level to all working 
members of the nation. _ 

We see, that the economic horizon of 
National Socialism does not fall short 
of the ideas of progress of capitalistic 
economy, but goes beyond them. 


A New Economic Era 
A short while ago I showed that with 


the National Socialist idea one of the 
greatest creative principles has en- 
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tered world history, and I aave ex- 
gressed the unshaken faith in us all 
that this idea will play a beneficent 
fart as a new spiritual force in tie his- 
tory of mankind. Today I want to 
=xpress what many perhaps 1ave not 
yet become aware of—that Netional 
Socialism has passed the threskold of 
a new era in the field of eemomy as 
well as in the field of politics. 

What we experience in the se7many 
af today in the field of ecoromy, all 
that is new and audacious, st.ll un- 
familiar to our thinking, aL thai is 
unpredictable and actually gigantic, 
13 the entering upon a new ers. of econ- 
cmy. Perhaps we ourselves are too 
much in the midst of this movement 
to measure it with that clearaess with 
which history will one day s-e ~t, but 
that it .is so appears to me keyond 
doubt, 

The capitalistic system is replaced 
by the National Socialést syst-m which 
tests on an entirely different state of 
mind and obeys other laws tLar those 
dominating capitalistic -canomy. 
And at this point all the apparent in- 
consistencies dissolve and tle gap is 
bridged between the opposmg ideas 
abowt the importance and significance 
of the economic events of ouz time. 

Whoever tries to interpret the new 
epoch by using the economic doctrine 
of an epoch already gone, whoever ap- 
plies the yardstick of the antiquated 
thinking of capitalism to the =ccnomic 
reconstruction of National Socialist 
(zermany, figures falsely and w-ll mis- 
understand the new era unil it will 
have passed over him. Can we for 
instance imagine that an Āororable 
craftsman of the eighteertth century 
through the spectacles of the righteous 
-aws of his guild, could have seen the 
economic relationship and. require- 
ments of the dawning macnire era? 
Ts it any different if one at empts to 
judge the requirements of the National 
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Socialist system of today by using 
obsolet2 capitalistic notions? 


THe GERMAN TASK 


We ere in the midst of huge prob- 
lems of economic reconstruction. The 
German people, politically united un- 
der a great new idea, in order to pro- 
ceed into a new future, establishes on 
the ruins of bygone times the founda- 
tions fcr a new economic system, cor- 
responding in its volume and in its 
general scheme to the magnitude of 
that coming epoch to which it is about 
to adapt itself with all its newly liber- 
ated fcrces. It is the economic task 
which destiny has put before us, hold- 
ing us worthy to accomplish it for the 
benefit of the nation. 

Should we falter in face of the mag- 

nitude of this task? 
- Should we hesitate to enter upon 
this economic virgin land without a 
safe prediction as to its financial 
success? 

Should we analyze indispensable 
economic long-term investments which 
secure work and bread for millions of 
impotent workers by the capitalistic 
yardstick of turning out short-term 
profits? 

If we think in economical terms, if 
we think with foresight, we must not 
do so. For even there, where “capi- 
talistic profit” and the expected inter- 
est rate cannot be indicated before- 
hand, confidence in the productive 
forces, in the value and ability of the 
people, will justify the use of capital, 
even demand it, if it serves for build- 
ing up an economic structure laid out 
for a nation on the upgrade. In such 
a pericd we are living now. 

It was a typical feature of the capi- 
talistic system that it left such trends 
to operate unassisted—left them to the 
shrewcness of capital, to the free but 
slow play of forces. Today this task 
is too large and too imposing and 
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change has become too rapid for such 
methods. National Socialism teaches 


us to guide such trends methodically, 


to support them effectively, and to 
safeguard utmost efficiency by care- 
fully organizing and selecting the 
forces of the nation. 


JUSTIFICATION OF EXPENDITURE 


“But where do you get the money 
for all these projects and enterprises?” 
This question is frequently heard! 
“The creation of capital and the vol- 
ume of orders must be in harmony 
with each other,” says capitalistic 
economy; or, expressed more compre- 
hensibly, one cannot in the long run 
spend more than one earns, one can- 
not invest more than one produces and 
saves, otherwise the future generation 
will have to suffer and make good for 
it. i 


On this point, indeed, National So- - 


cialist economie thinking coincides 
with the former economie doctrine. 
From a permanent viewpoint and for 
an entire boom period, it is so. But 
may I recall that in private economy 
the precept has always held that at the 
beginning of each such period it is not 
only permissible but even imperative 
to anticipate the future in credit pol- 
icy. And is our present issue different 
from the anticipation of business ex- 
tension which necessarily increases our 
economic strength and raises our na- 
tional status in the world? 

As long as we incur expenditure -in 
order to make productive for the na- 
tion the heretofore unproductive 
forces, as long as we spend to make 
earners who before were only con- 
sumers, as long as we spend money for 
the requirements of political protec- 
tion in the economic sphere in which 
we live and on which we live, as long 
as we spend money in order to culti- 
vate previously barren soil and make 
it productive, just so long this financ- 
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ing is the soundest economic demand 
that could be imagined! 

Certainly the cycle in which these 
productive expenditures will be re- 
turned with profit is not so short as the 
usual turn of normal economic market 
tides. But unusual times call for un- 
usual means. And no one will deny 
that we live in a new and unusual time! 

The economic system of National 
Socialism did not begin with discussing 
theories, but with practical work. It 
made what was necessary become a 
reality. The safe factor in its credit 
and debit calculation is the confidence 
in the productive forces of the re- 
surging nation. Those forces are in- 
creasing at an unheard-of pace and 
they are directed by a strong will. 
Who builds on it rests safe and secure. 

What is invested today will bear 
fruit a thousandfold in the future. 
The huge highways and agricultural 
areas, the public works and plants 
which are created today, will in cen- 
turies to come still bear witness to an 
audacious and successful economic 
thinking. Could they speak, they 
would indicate to our offspring how 
infinitely more productive they are 
than small minds would now admit. 

The doctrine resulting from the un- 
dertaking will some day—such is my 
conviction—become the classical the- 
ory of National Socialist thinking. 
Then, about the following will be 
taught in schools and universities: 

Over against the capitalistic doc- 
trine, “Capital must produce capital,” 
the National Socialist system at that 
time sete the truth, “Work creates 
work.” P 

Capital, too, is nothing but return 
for work that has not been consumed 
but saved. Capital, too, is the prod- 
uct of work. It is created by work 
and therefore it is destined again to 
serve work. A system, however, that 
provokes the abuse of capital, indeed 
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zs intrinsically based on its akuszs, we 
zall capitalism. 

Against this, National Soci-lism en- 
-orced the fundamental precep: that 
economy is not a problem œ capital 
out a problem of organization. 

Prosperity, razed to the grand, was 
awakened to a new life thrcugh the 
concentric drive of investmerts which 
>ecame necessary and simultaneously 
served to create work for mJlions of 
~nenibers of the nation. 

Out of capital grew wages and build- 
-ng material; out of wages anl income 
zrew purchasing power and demand 
“or commodities; out of the demand 
“or commodities and building-material 
ariginated new work, new cemands, 
mew income, new capital, snc new 
=nterprise. 

Out of work originated mcre work, 
and out of more cultivated aces. more 

~aread. . 

Money, from being an endin itself, 
zecame the means, and the capital put 
yp. at that time did not serve itself, 
zut the life and the benefit œ tie na- 
tion, as is its mission to do. 

In one word, at that time tbe Na- 
tional Socialist principle of “national 
sconomic productivity” replaced the 
liberalistic dogma of the capitalistic 
profit motive and practicall- started 
the upward trend of the nation. It 
made free the way to a new ea of eco- 
romic and social prosperity, zo a new 
Fourishing of occidental cultare! 


Tue Present View 


To comprehend now what will later 
be taught in schools concermirg our 
present situation, to act gc-ordingly 
with intelligence and economic fore- 
sight, that is the point! 

But to accomplish this we must 
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think im terms of true national econ- 
omy, not in terms of imadequate 
private capitalistic economy. The 
Fuehre> showed the way with the un- 
swervirg confidence of his intuitive 
skill. To ask private business to fol- 
low his initiative, in the final analysis 
means nothing but to direct intelligent 
capital upon the correct track. To 
act thcs.means to act economically, 


‘and at the same time with conscien- 


tious regard for the community in the 
highest sense of National Socialism. 

The appreciation which the worker 
and employee shows for the common 
work of reconstruction must be 
equalec by the efforts of the employer 
to creale productive work, true to the 
National Socialist principle that prop- 
erty dces not grant prerogatives but 
pledges its holder to the community. 

I believe that I have shown in detail- 
that ix our present condition this 
work-creating program must have 
productive results for economy. 
What is being started for the commu- 
nity will derive from the community 
ample benefit for all—workers as well 
as emp.oyers. That is true socialism 
—socia.ism of merit and socialism of 
action. 

Let us prove worthy of our great era 
and its requirements! 

Let us remember not only that we 
must fisht in order to live, but that we 
are pledged to be fighters in order to 
make possible creative achievements 
for the good of our people! 

Let us not bargain where we should 
believe: 

Let us not weigh where we should 
dare! 

Let us act in faithful confidence in 
the strength of our people and the im- 
mortal spirit of the German nation! 


Otto Dietrici , Dr. Rer. Pol., Berlin, Germany, is 
the Reich’s Pre=s Chief of the German National So- 


cialist Labor Party. 


The Economic Doctrine of National Socialism 


By Ent LEDERER 


ERMAN National Socialism is 
based on those earlier phases of 
thinking when economics had not yet 
developed into a special branch of sci- 
ence, but was considered a part of a 
general philosophy of the state. Na- 
tional Socialism, which is founded in 
a primitive metaphysical view of the 
supremacy of the German people, 
holds that the principles and the work- 
ing of economics are derived from its 
philosophy. On the other hand, there 
is an attempt to reconcile the National 
Socialist economic theory with some 
of the tenets of modern analysis which 
fit into the general concept of social 
action at which National Socialism 
aims. 


Tue Nazı PROGRAM 


Before National Socialism came into 
power, “realistic” people believed that 
a National Socialist régime would not 
change the social system. They be- 
lieved that the existing program would 
be replaced by “statesmanlike” in- 
sight. They thought the National So- 
cialist system would be a conserva- 
tive régime, with some checks on trade 
unions and “radical” groups. This 
opinion rested on the fact that the 
National Socialist program was hazy, 
evidently drafted to win the support of 
the broad masses, but seemed not to 
imply any distinct or dangerous meas- 
ures. While it promised the abolition 
of “the slavery of interest,” the na- 
tionalization of trusts, and the expro- 
priation of land for public purposes, 
the interpretation left the hope that in 
practice the economic system would 
not change at all. The distinction be- 
tween the “rapacious” (banking) and 


the “creative” (industrial) capital 
opened a loophole, and the business 
groups were certain that the political 
régime would not spell the doom of 
industry and agriculture, the support 
of which was essential for the final vic- 
tory of National Socialism. 

On the cther hand, everybody was 
convinced that a National Socialist 
régime wotld have to do something to 
keep the masses loyal to the party and 
to the state; and many hoped it would 
follow the method of dramatizing 
harmless measures. ‘The organic view 
seemed to offer the expedients of an 
enthusiastic romanticism with no real 
changes in economic policy. But the 
National Socialist view is, in contrast 
to the “organic” view, aggressive— 
revolutionary; it is an°economic sys- 
tem based on a totalitarian concept of 
the state to which everything—eco- 
nomics included—must conform, un- 
der coercion if necessary. 

This totalitarian principle o& the 
state is itself rooted in the supremacy 
of the nation, which builds the state 
and which is entitled to strive for the 
highest power it can ever attain. In 
this state, any social activity can de- 
rive its right of existence only from the 
highest values; therefore economics in 
the world of National Socialism does 
not begin with the theory of value or 
with the process of distribution; it con- 
siders the whole economic process as 
the result éf higher powers. Equally, 
the economic principle, be it repre- 
sented by the economic man or by the 
optimal relation between effort and re- © 
sult, is discarded, as it does not offer 
any standard for judgment. This 
view implies that an economic analysis, 
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b2 it on the basis of a principle of value 
or of another general rule, cerries no 
meaning. Such “objective” thinking, 
eccording to this philosophy, tacks the 
validity of purpose, as by necessity no 
special aspect of the social process, as 
economics, can be grasped, se to say, 
ir a vacuum, but only within the 
limits of a distinct philosophy 


Enrorcep HARMONY 


From this highest viewpoin.., the life 
and power of the nation fol ows the 
control of the economic systen. The 
first thesis is: through the zommon 
ood to individual interest. To think 
o7 social economics as a synzhesis of 
ezoistic activities is for National So- 
ealism not only wrong, but prepos- 
terous. Free, unbridled competition 
vould lead to destruction. I one 
thinks that the interests of workers 
and employers are opposed for in- 

stance, one starts froh an erroneous 
assumption angi cannot explain any- 
caing. The same holds true aecord- 
‘ng to this notion, for any othe? con- 
=zast of interests. If people do not 
~acognize and accept that they can 
axist only in a harmony secured Dy co- 
ordirfition, commanded and guaran- 
=2ed from above, they are exposed to 
the danger of disruption and destruc- 
tion. We will speak later of the fur- 
ther implications of this view for the 
soncept of society. 

Inasmuch as egoism must zive way 
to the common good, class struggle is 
ruled out. There is no room for any 
Cifferences between groups. Simce the 
individual would follow his oxn inter- 
est if free will and free action were 
given to him, everybody must be or- 
ganized in his estate, which will dic- 
tate to him everything that he does 
not do on “advice.” Thus zhe labor 
Front for the relations between employ- 
ers and workers, and the estates for 
the producers’ groups, guarantee that 
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working of the economic system which 
is required. 

These organizations, however, must 
not be taken for organs of social 
groups. All of them are organs of the 
state, which, through them, controls 
every economic activity. It would 
therefore be a mistake to confound the 
Nationel Socialist economic system 
with am organic order, as in reality it 
does no~ aim at the free coöperation of 
estates, but rather at their control by 
the parzy and the state, on the prin- 
ciple of leadership, which guarantees 
coérdination. It is more the codpera- 
tion of “leaders” + than of the interde- 
pendent social groups which consti- 
tute the “social will.” 

How far this coérdination of all 
spontareous activities into a dictated 
order goes, follows from the fact that 
the greet problems of production and 
distribution, of prices and foreign ex- 
change, are not left to freely working 
economic forces, nor is the supreme 
authori:y content to enact some gen- 
eral rules to restrict the misuse of eco- 
nomic positions of power. But, as is 
well known, the whole system of prices 
and production, the whole order of dis- 
tributicn—including wages, profits, 
and investments—is regulated in gen- 
eralanc in detail. The entrepreneurs, 
however, are supposed to act as if 
their imtiative and their prospects of 
profit were not at all restricted; they 
are expected to carry out the will of 
the state as if it were their own. 

Tt is of course feasible to style such 
a system as “serving the interests of 
the individual by way of the commu- 
nity,” “ust as in a social order which 
rests cn individual decisions these 
decisions can be interpreted as serving 
the common good—if we accept the 
assumptions which the classical econo- 

1 That is, a group of people who are in power 


and stay in power by every means of coercion 
and if necessary brutality. 
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mistsmade. Inother words, inasmuch 
as reality is never the crystallization 
of a pure principle, every historical 
system is more or less a compromise. 
The center of weight, however, is de- 
cisive; and the whole plan on which 
the National Socialist economic sys- 
tem is mapped, aims at a radical reali- 
zation of values which are beyond 
the range of individual interests. In- 
dividuals are not goals in themselves, 
but means. No honest description of 
National Socialist philosophy can deny 
that. 


Nazı Economic THEORY 


As the self-realization of the nation 
is the highest goal, economic theory 
has fundamentally no basis whatso- 
ever. Our economic theory refers to 
a system of production and distribu- 
tion which is based on the working of 
the market mechanism, without which 
neither production nor consumption 
could persist. The functioning of the 
market is dependent upon the system 
of prices, and especially upon its flexi- 
. bility. The latter is maintained by 
the play of supply and demand behind 
which individual interests work. The 
market is a huge system of trial and 
error, endangered possibly by the in- 
terference of monopolies, frequently 
out of gear, but still functioning. Its 
existence, however, depends on de- 
cisions of individuals or groups. Indi- 

viduals as well as groups will always 
~ make their decisions on the basis of 
their interests, though these may 
sometimes be influenced by considera- 
tions of the common good. Now, Na- 
tional Socialism holds that, in general, 
unshackled activities of individuals or 
groups will spell destruction—that 


they will never guarantee the national _ 


interest, as the philosophy of capital- 
ism assumes. Thus economic activi- 
ties must be guided by social organs 
which represent the interests of the 
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community and are themselves di- 
rected by a “leader” who if necessary 
(and it is always necessary) will use 
force. 

That accepted, another question 
arises: How will this highest author- 
ity, which is in charge of a proper func- 
tioning of the economic process, make 
its rules—what will it prescribe? Its 
measures cannot be derived from any 
“economic law”; the economic law al- 
ways refers to the market, which is 
considered to be a capitalistic institu- 
tion, and which at any rate is the ob- 
ject of regulation. Moreover, the eco- 
nomic law will always refer to a cost- 
price relation, which is based on the 
principle of highest profit. National 
Socialism refuses these standards and 
must therefore look for its own cri- 
terion. The analysis of the economic 
process as given by economic theory is 
of no value, because it presupposes 
autonomy in a field which must be 
subject to regulatione To look for 
guidance in the working of the eco- 
nomic process would be to make the 
means a goal. 

The National Socialist view as to 
economics is very simple. It holds 
that will power can mold and change 
economic data; that the national will 
is creative and can draw on psycho- 
logical resources which the capital- 
istic economic process cannot mobi- 
lize. Propaganda and violence are the 
means used for this purpose. There 
are no limits for their application. By 
inflaming emotions the old notions are 
invalidated. What was believed to 
be impossible becomes easy. Eco- 
nomic miracles can be worked if 
everybody is enrolled in the common 
action. 

The questions how far it is possible 
to mobilize such reserves, within what 
limits they can work, how long they 
can be kept alive, how great are the 
sacrifices which will be endured or 


REQ 


which can be imposed, are beyond the 
scope of this paper. These aœ prob- 
lems of social psychology, harcly to be 
arswered in the same way fcr every 
nation. Furthermore, the answers 
will depend on the goals for whic the 
e2onemic activities are to be ased. 
In the case of National Sccialism, 
foreign policy is in the center. Abro- 
gation of the Treaty of Versa Iles, in- 


z2aase of political power by arma- 


ments, control of the whole ‘Serman 
Nation throughout the worlc (2spe- 
cally German minorities), restitution 
of the former German colonies. forma- 
tzon of a Central European bbe from 
tae North to the Black Sea, conquest 


of parts of Russia—these are tae main. 


gzals for the accomplishment cf which 
tie population has been asked zo make 
tzemendous exertions. It remains to 
be seen how long these efforts cen be 
continued. 

In that respect two points are im- 
portant: First, Js there any economic 
reason within the National Socialist 
vizw which would make the expansion 
sibject to economic limits? Second, 
is the economic process, as such, trans- 
formed by the National Socialist 
Ter 

Regarding the first point, opinions 
expressed in the National Socialist lit- 
erature are different. On the one 
hand the “rational” theory is ac- 
cəpted.? This “rational” view realizes 
taat as soon as any politica. aztion 
entails expenditures, it has a bearing 
or the economic process; that exp2ndi- 
tures for national aims, for instance, as 
armament, influence the monetary 
and price situation just the same as 
any other spending of money. Also, 
tais “rational” view is well aware of 
tre fact that credit expansior within 
cartain limits is innocuous, but beyond 
tose limits is dangerous. These “or- 


*See Albr. Forstmann, Wege zu raticnalso- 
zalistischer Geld- Kredit- und Wéhruagspolitik. 
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thodox” points of view have not sig- 
nificantly influenced national policy so 
far, but it seems that at least some of 
the Nazional Socialist literature is 
aware of the economic mechanism. 


Tax SPENDING Policy 


There is another school, however, 
which seems to believe that the spirit 
can change facts; that money spent 
and new purchasing power created 
thereby are harmless or are even a 
boon if the highest values of national 
self-realization are thus served. We 
find such statements as: “The safe 
factor ir its credit and debit calcula- 
tion is the confidence in the produc- 
tive forces of the resurgent nation. 
. . . Wkat is invested today will bear 
fruit a czhousandfold in the future.” 
Such statements are in harmony with 
the economic theory of public spend- 
ing as a means towards recovery, but 
they are frequently advanced without 
regard to the limits beyond which such 
expansicn leads to inflation. Such ex- 
pressions as “work creates work” and 
the old -dea of “Federmoney,” which . 
has not been abandoned in spite of the 
fact tha: the word has been banned,- 
show thet the idea of “national value” 
is behind the bold policy. 

It is well known that these two views 
have alternately dominated the eco- 
nomic policy of National Socialism 
up to the present time. It seems that 
the “leader” is not at all certain where 
he should lead. The doctrine of the 
Nationa. Socialist policy is therefore 
yacillating in this important point, 
though it seems that the romantic 
view has the upper hand. It is now 
admitted by many economists that 
a spend:ng policy within certain lim- 
its durmg depression may shorten 
and alleviate the crisis; but the dif- 
ference in this National Socialist view 
is that it refuses the rational eco- 
nomic analysis of such an expansion- 


Tue Economic Doctrine of NATIONAL SOCIALISM 


ist policy as soon and as long as it 
is serving “national” values. Perhaps 
there is the notion that such works of 
national policy will elevate the spirit 
of the whole nation, increase its exer- 
tion, and reward the community for 
the expenditure; as, for instance, it is 
said, “The wage level and the stand- 
ard of living of a nation are nothing 
but the product of its own spirit and 
the quality of its workingmen.” 
Such ideas, issuing in practical meas- 
ures, cannot but lead into the dark, 
where there is no longer control of 
such an expansionist policy. 

This radical variety of National So- 
cialist theory is based on anti-capital- 
istic feeling, according to which the 
preference for high profits is some- 
what despicable, while it is held that 
the community can and should step 
in wherever private entrepreneurs 
shun the risk—provided the under- 
taking is valuable for the nation as a 
whole. 

As to this very important problem 
concerning the limits of economic ex- 
pansion, the practical measures taken 
by the National Socialist régime show 
that the decision has been made to 
disregard the warnings of any method 
of accounting and to embark on a vast 
program which was implicitly rejected 
by the more realistic and conserva- 
tive economists in the party, by some 
conservative ministers, and especially 
by the president of the Reichsbank. 
Since, on the basis of the National 
Socialist philosophy, action and the- 
ory cannot be separated, the latter be- 
ing only the reflection of the former, 
the second four-year plan is an indica- 
tion that national and political aims 
have superseded every other con- 
sideration. 


REGARDING AUTARCHY 


The following quotations may show 
the difference between past and pres- 
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ent National Socialist policy. Said 
Hitler in his speech before the Reichs- 
tag, March 23, 1933: “We know that 
the geographic situation of Germany, 
which lacks raw materials, does not 
permit of autarchy for Germany.” 
The radical wing within the party, 
however, thought differently: 


Every people should live on its agricul- 
tural produce; that is a categorie postulate 
from the economic as well as the political 
point of view. It does not matter at all at 
what prices they could be obtained else- 
where; the German people must live on 
German bread, be it three times more ex- 
pensive than Argentine bread; only cracked 
ideologists, living in a vacuum indulging in 
chimeras can overlook this basic law for the 
life of a people. « 


The “new plan” evidently is based 
on this idea with regard to food as 
well as to raw materials. That the 
budgets and the public debt in Ger- 
many today axe a secret proves both 
that spending has gone beyond the 
limits allowed by a theory of addi- 
tional credit however far-reaching it 
may be, and that the government fears 
that the revelation of the number of 
billions really spent would destroy 
whatever is left of confidence jn the 
soundness of its policy. 


THe Purcuasinc-Powrr THEORY 


Secondly, economically speaking we 
can say that the whole National So- 
cialist policy is based on a purchasing- 
power theory, modified by the notion 
that not only the quantities of money 
spent are important, but the purposes 
also. Thus, money spent on national 
purposes, as armament, creates more 
permanent work and wealth than 
money used for financing public works. 

This romantic expansionist theory, 
appealing to the enthusiasts who. hope 
to replace the “reactionary” capitalis- 
tic system by “heroic socialism,” has 
to carry on, however, under condi- 
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sions which are fundamentally just 
the same as they were before the Nazi 
régine came into power. There is 
still private capital operating tkere is 
still a labor market, there is still the 
necessity to sell at prices zovering 
costs, there is still the depender.cy of 
the producers on the banks and the 
willimgness of the banks to grant 
cred. All the difficulties in the way 
o? a complete utilization of th- unused 
reserves, all the difficulties in the way 
o? expansion of private enterp-ises, are 
not mastered by rebuilding the capi- 
talistic process, but by lavishly spend- 
mg money. Thus the idle workers 
and ether factors of producticn are re- 
employed, filling the gap between ac- 
tual and potential producticn. But 
doing so within a monetary system 
wears increasing purchasing power, 
whica would lead to the wet-known 
consequences of inflation if carried be- 
rond a certain limit. e 

Tke conservative element within 
the Wational Socialist Party has pre- 
vented this disaster so far by offsetting 
the pernicious results of profuse soend- 
Ing, Just in the same way as any 
hard-boiled orthodox economist would 
do itgf faced with the necessity of a 
vast program of expenditures. The 
mears used are: first, keepirg Jown 
wages and thus blocking the increase 
cf purchasing power of consumers and 
checking the rise of prices of 2or.sum- 
ers’ goods from that angle; second, as 
far as this check does not work suc- 
cessfally, control of prices stpported 
by rationing, that is, reducing demand 
directly by management of the mar- 
ket; third, restrictions of freë capital 
investments, thus directitg profits 
earned in private production anc. sav- 
ings towards investments ir public 
loans; fourth, increases in tax returns 
ky stricter assessments; and fifth, “vol- 
cutary” collections. 

As far as these means are noz suf- 
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ficient, short-term liabilities are in- 
curred, the amount of which has never 
been made public. Inasmuch as the 
five measures mentioned above place 
some billions of marks at the disposal 
of the sovernment, or make (as the 
rigidity of wages) for lower expendi- 
tures, tne short-term debts are much 
lower taan they would be were the 
same spending program carried out in 
a “normally” working system. 


“HE ARMAMENT PoLicy 


In fazt, this spending process does 
not aim, so far, at recovery, as this 
word is understood in Western coun- 
tries. ‘Very soon after Hitler as- 
sumed office, careful observers could 
notice (as early as the spring of 1933) 
that th2 spending program was not 
directed towards “priming the pump,” 
as for instance in the United States 
and other countries, but towards 
building up the greatest military ma- 
chinery in the world. Thus the prac- 
tice folowed is understandable. It 
has been throughout these four years 
a policy against recovery, because re- 
covery would have increased prices 
and wages, would have made rearma- 
ment mach more expensive, and would 
thus heve kept it within limits in 
which iz could not serve the ends of 
Germany’s foreign policy. 

In a way, this armament policy— 
considered from the National Socialist 
economie point of view-~improves 
economic conditions also. Arma- 
ments, edding to the political power of 
the country, may back the demands 
for colonies and lead to the restitution 
of raw-material resources. That pro- 
ducing raw materials in German colo- 
nies and defraying all the costs, in- 
cluding the “political costs,” would 
probably be more expensive than im- 
porting them, is an argument which 
would ke lost on a true National So- 
cialist ezonomist, for whom the politi- 
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_ cal domination of the resources is an 
economic value in itself, though it can- 
not be expressed in terms of an ex- 
change economy. 

This economic “calculation” of ar- 
maments has, however, its weak 
points. As in any other enterprise, it 
is Important to know what the other 
fellows are going to do. Unfortu- 
‘ nately they also have gone in for huge 
armaments, thus making it unlikely 
that the “investments” will yield the 
expected results. Thus the burden of 
accomplishing autarchy and of build- 
ing up a smashing superiority in arma- 
ment is bound to grow, while the com- 
pensation for all these expenditures 
remains only “psychological.” 


Tue Resutts 


The only result of this new economic 
policy has been, therefore, to increase 
the public debt and to incite more reg- 
ulation, more restriction, more loss 
of liberty in the economic sphere for 
everybody, for the employers as well 
as for the workers, for the farmers as 
well as for the merchants. This loss 
of private liberty is supposedly out- 
weighed by a new political “liberty” of 
the nation to attain a world position 
to which it feels itself entitled. 

To determine whether or not this 
hope will be or can be fulfilled would 
require analysis of the political situa- 
tion to which the National Socialist 
economic thought and practice are re- 
lated. That is beyond the scope of 
this article. Therefore I may only 
add that this new economic system 


225 


built up in Germany, taken in its 
structura_ character, has its counter- 
part, ironically enough, in Soviet Rus- 
sia, where the whole population is 
also organized for purposes fixed by 
the government. In Russia also the 
standard of living is kept down, the 
speeding up of production is not yet 
allowed to influence the share of the 
working population, and investments, 
financed by sacrifices and savings, are 
directed according to a plan. That is 
done in Russia, however, for the pur- 
pose of building up a huge productive 
system which, once working, will make 
for a quickly increasing real income of 
the masses. 

The German system as to its poten- 
tial resulzs does not compare favor- 
ably with the Russian. While Russia 
is buildmg up industry and agricul- 
ture on very rich natural resources, 
Germany can only intensify a highly 
developed agwicultural system and 
erect a huge system of substitute raw 
materials. While Russia is passing 
through the stage of industrial revolu- 
tion on the basis of another political 
system, Germany is planning, in a 
world of improved communication, for 
an isolated state, forfeiting thereby the 
main advantages of division of labor. 

The next years will show whether 
the belief in the magic power of this 
emotional policy will be justified, or 
whether those are right who say that 
this “new philosophy” is only ushering 
in another inflation, which will not be 
avoided by labeling it with high- 
sounding words. 


Dr. Emil Lederer is dean of the Graduate Faculty 
of Political and Social Science in the New School for 
Social Research, New York City. He was formerly 
professor of economics at the Universities of Heidel- 
berg and Berlin, and editor of the “Archiv fiir 
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Karren, Horace M. The Decine and 
Rise of the Consumer. Pp. zx, 484. 
New York: D. Appleton-Centary Co., 
1936. $2.75. 

Although your reviewer has by ro means 
a complete knowledge of all the terature 
om consumer coöperation, he feals quite 
sefe in asserting that Dr. Kallen Las hit a 
new high in comprehensive treatment of the 
subject. Not only does he deal vita the 
consumer (or should it be consumptive?) 
aspects of the intra-uterine econccny, but 
he pursues consumers and consumer co- 
op2ration up and down the ages, ard nally 
winds up in 2042 a.v.— ‘the 200th anmiver- 
sery of the beginning of the Coasumers’ 
Cordperative Era”—with an imegirative 
text of a speech by President Robet adam 
Oven Smith of the Codperative Union of 
the World, celebrating the sweepi:g nter- 
national triumph of this form of economic 
organization. 

In treating consammer codperatior or such 
a broad canvas, Dr. Kallen obvicasly has 
lictle opportunity in 484 pages, ev=n fairly 
fet ones, to deal with many phases cf the 
subject in a closely critical way. And one 
has a feeling that at this juncture t= has ne 
great taste for that type of treatnrent any- 
way. He is for consumer coépeat.on— 
tkat is, the original Rochdale pan with 
purchase dividend, one vote per member 
aml so forth—hook, line, and sinzer, and 
decinitely out to make converts for the 
céuse. 

The process of Dr. Kallen’s owr conver- 
sion is expansively indicated by Eis 300k. 
It was arrived at initially by eliminating 
latter-day capitalism, communism,-fascism, 
awl nazism as fatally mcompatiale with 
tke “American dream” of “a free association 
of free [and well-fed] individams.” To 
what he conceives to be the transfcrmmtion 
of capitalism from an economy cf ebun- 
dance, with consumers riding the crest of 
the wave, to an economy of scarcity, Dr. 
Kallen devotes himself extensively ard, in 
his general economic outline, along nct un- 
farniliar limes. The embroidery ofthe out- 


line, however, is handled in his own inimita- 
ble style, with excursions into vast and un- 
charted realms of philosophy, social and 
otherwise 

Having disposed of capitalism and the 
other “isms” as bitter blind alleys on the 
way to tke abundant and democratic life, 
Dr. Kallen outlines extensively the devel- 
opment o° consumer coöperation, and in so 
doing prevides little sketches of the ca- 
reers of a number of its leaders. In these 
parts of the book there is a compendium 
of information which should assist materi- 
ally in elminating the shortage of study 
materials on consumer coöperation to which 
the authcr calls attention. 

That the book will effectively serve its 
purpose to rally cohorts for consumer co- 
operation seems a bit questionable. In 
setting the scene for his demonstration 
that consumer coöperation is the true road 
to economic salvation, Dr. Kallen takes in 
so much territory that he has more or less 
inevitably given recalcitrant sinners open- 
ings on questions of fact and interpretation 
here and there. Perhaps more important, 
he has couched quite a bit of his analysis 
and exposition in such fancy writing that 
we common people—the true hope of a 
transcendent consumer codperative move- 
ment, after all—are harshly put to it to fol- 
low the argument. 

However, one must admire the spirit and 
enterprise of a writer who, approaching 
the subject of consumer coöperation, going 
beyond Histol in the Merry Wives, says, 
“the cosmos is mine oyster,” and proceeds 
to open « large part of it. Once in the 
spirit of sich an undertaking, the notation 
of minor imperfections in the job here and 
there seems mere earthbound quibbling. 
And, of course, sọ far as Dr. Kallen’s cen- 
tral thesis is concerned—that consumer co- 
operation is a real way out—one can easily 
follow him on that a long way. He would 
make it a little easier if, in his enthusiasm, 
he did no- manage to imply that consumer 
coöperation is probably an excellent remedy 
for influerza and fallen arches. But unless 
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one had such enthusiasm, we would not 
have the consumer followed all the way 
from the prenatal state to 2042 a.D. in a sin- 
gle volume. 
Dexter M. Kurzer 
Reed College 


Freunpuicn, Emmy. Housewives Build 
a New World. Pp. 142. London: In- 
ternational Codperative Women’s Guild, 
1936. 


This compact book is a history of the 
aims, the activities, and the techniques used 
in forming national Codperative Women’s 
Guilds and their International, in fourteen 
countries of Europe, as well as a statement 
of the main objectives of the coéperative 
movement. To Miss Freundlich, codpera- 
tion is not merely a method of saving 
money; it is a plan for establishing a new 
world economic and social order. And she 
pays great tribute to the late Honora En- 
field, the first secretary of the International, 
both for her work in guiding the movement 
from its infancy, and for her lifetime devo- 
tion to the two great ideals of the organiza- 
tion: peace and coöperation. 

Miss Freundlich details the grueling ex- 
periences of the few who pioneered in the 
work of interesting women in the codpera- 
tive movement. The comparative ease 
with which women were interested in Eng- 
land, the cradle of the codperative move- 
ment, presented a startling contrast to the 
problems involved in states like Czechoslo- 
vakia and the Polish Ukraine, where noth- 
ing was accomplished until after the World 
War. In the newly formed states the af- 
termath of the war gave women equal politi- 
cal rights and made it possible for them to 
lead the wider life which was involved in 
working for the codperative movement. 

The Guildswomen want, the author says, 
“for ourselves, freedom and the right to re- 
sponsible action and the development of 
our personalities; for our children, a higher 
social order and an economic system which 
will abolish want and misery; for the world, 
peace among nations and common activi- 
ties for the welfare of mankind so that this 
earth may become once again a paradise 
for man.” 

Women’s interest in the codperatives 
should not be confined to their practical 
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and realistic aspect, according to the Guild, 
but should embrace their idealistic concep- 
tions as well. In some of the countries 
where one would expect to find women 
mainly interested in the basic necessities of 
existence, they were strongly organized to 
promote the peace movement. The au- 
thor considers that one of the greatest serv- 
ices rendered by the Guild in England “has 
been to show the great mass of women 
that they must combat war, because their 
children and their children’s future are at 
stake.” The Guild is thus a political as 
well as an economic organization. Further, 
and by way of explaining why the Guilds 
inevitably found themselves in politics, the 
author says: “Its everyday work brought it 
into contact with all kinds of legislative 
problems, and whereas for many years the 
working women of England had no political 
organization of their own, English Guilds- 
women found themselves compelled to enter 
the field of politics.” 

The book contains a systematic report 
of conditions in country after country m 
which the struggle was made to interest 
women in the codperatives; the method of 
organizing them; the grotvth of the move- 
ments, their meetings, and the scope they 
took. But the accounts are limited to the 
statements of the aims and techniques of 
the organizations rather than a history of 
the accomplishments. The codperative 
system is designed to change the existing 
economic order. Stress is laid upon the fact 
that each codperative society is an associa- 
tion “of individuals formed to satisfy their 
common economic needs.” “There are mil- 
lions of households today each existing 
quite independently and entirely disso- 
ciated from all the others but constituting 
an economic unit which helps to form the 
basis of the whole national economy.” Yet 
in spite of all this, the author’s history of 
women’s participation does not show them 
functioning so much on the practical prob- 
lems of individual households, as upon the 
more general problems of peace, politics, 
and education. 

M. Borsoni 

Suffern, N. Y. 


GALLA, Karey. Sociology of the Codpera- 
tive Movement in the Czechoslovak: Vil- 
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lage. Pp. 124. Prague: Library af the 
Country Life Association, 1936. 


The Czech countryside and tke Czech 
vilage have undergone great changes in 
the course of the past thirty years. This 
lile volume, which in this English version 
is intended especially for the publie akroad, 
is a good study of the share tha: tle co- 
op2ratives have in the social work ard life 
of a small Czech village, characterized by 
the dissolving traditional forms cf family 
lice due to the fact that many special inter- 
ests are becoming important anc fiading 
their own special centers. There various 
pxitical, cultural, and economic concep- 
tacns of society are reaching out and are 
constantly being absorbed. Tke study 
shows how coöperation has been zhe basis 
o? many component parts of its social prog- 
ress by describing the social feetures of 
Sany (a settlement of some 800 people in 
Bchemia) , various codperatives there. their 
social composition, their origin and develop- 
rent, and the results of the co&perative 
movement. 

The author has utilizedgand in*erpreted 
axy a great deal of statistical mac-erial. 
‘The utilization of numerous phctographs 
and base-maps must also be commended. 
‘Lhe book has a quality, and, despice iis ap- 
parent lack of distinction, carries a punch. 

Josera 8, Roucex 

New York University 


NEWFANG, Oscar. Economie Welfare. 
Pp. vi, 187. New York: Barnes& Noble, 
1936. $1.50. 


The objective of this book, accerdmg to 
its author, is the development of a -prcgram 
oŽ economic security for every family. The 
existence of large numbers of “prorertyvless” 
femilies, both in agriculture and <n indus- 
tr¥, constitutes a serious cause of social 
and economic instability. The lack of a 
broad basis of economic security in prop- 
erly ownership he finds primarily “a conse- 
quence of the “human” laws of discrikution 
ix an “unregulated” or “laissez faire” eco- 
nomic system, by virtue of whick agricul- 
toral and industrial laborers are alike sub- 
ject to a form of exploitation under the 
“T-on Law of Rent” and the “Tron Law of 
Viages.” 

Although present-day economie ils are 
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thus assigned to systemic causes, the au- 
thor sees the basic solution not in the 
abandonment of private ownership of pro- 
ductive wealth or in the supersession of 
political democracy, but in the wider dis- 
semination of ownership and the general 
adoption of the principle of “economic reg- 
ulation.” This means, apparently, little 
more than the progressive extension of ex- 
isting measures of social control as exem- 
plified in old age and unemployment in- 
surance, the public regulation of terms and 
conditions of employment, the elimination 
of child abor, the strict limitation of in- 
heritance. and so forth. 

Specific measures for achieving wide- 
spread property ownership and security of 
economic income include the adoption of 
the renta.-purchase plan to facilitate land 
ownership by agricultural labor, and the 
substitution of the partnership system for 
the wage system in industry. Workers, as 
partners În industry, would receive “draw- 
ing account” wages under an annual con- 
tract; the ownership partners would receive 
a fair retirn on their investment, and the 
balance would be distributed among the 
laborers. Subject to workers’ audit, ad- 
justment of wages downward in any year in 
which a fair return on capital was not 
earned, and vice versa, would, it is argued, 
eliminate controversy between capital and 
labor, maintain employment, and give an 
adequate distribution of purchasing power 
to clear the market. By consistent invest- 
ment of these supplementary earnings, the 
industrial workers could become the chief 
owners of industry, thus obtaining the de- 
sired distribution of property ownership. 

Other proposals looking to financial sta- 
bility inchide stringent blue-sky legislation, 
limitatior of equity financing, and the 
adoption of “symmetalism” as a means of 
merging gold and silver in the basic mone- 
tary medum. 

In a brief concluding section Mr. New- 
fang reccgnizes the world-wide ramifica- 
tions of modern economic life, and stresses 
the importance of world economic regula- 
tion, imp-emented through an increasingly 
more powerful League of Nations, func- 
tioning ir both the economic and political 
fields. Omly by such means can the mill- 
stone of armaments be lifted from the 
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neck of mankind, and general economic se- 
curity attained. General regulation of 
population, migration, and use of resources 
is likewise essential. 

Although the book clearly oversimplifies 
many of the problems with which it deals, 
and is inclined to seek solutions in terms of 
panaceas, it is interesting, readable, and at 
many points suggestive. 

A. M. McIsaac 


Princeton University 


Javits, Bengamin A. The Common- 
wealth of Industry. Pp. xiv, 229. New 
York: Harper & Bros., 1936. $3.00. 


This book proposes a complete reorgani- 
gation of industrial society and sets forth 
the blueprints of the new order—an indus- 
trial state within the political state. The 
author—a corporation and trade associa- 
tion attorney—lists the familiar counts 
against the existing economic situation and 
traces most of its ills to laissez faire com- 
petition. The political state is inherently 
incapable of serving as an operator or regu- 
lator of industry; hence, there must be a 
separation of industry and the state—“in- 
dustry must learn to control and regulate 
itself.” 

There is to be created a Commonwealth 
of Industry. The trade association will be 
the unit of organization, grouped into six 
major industry divisions. The “produc- 
tive” divisions will be linked through the 
various “Institutes of Distribution” with 
the “distributor’s” division. Labor repre- 
sentatives (with fractional votes) are to be 
included in the governing body of each as- 
sociation, to provide labor with direct in- 
formation and a “voice.” There will be no 
representation for consumers per se. Each 
association will establish machinery, for 
‘planning, arbitration, compliance, and 
representation. Above the groups of as- 
sociations within a division there will be an 
“Industrial Cabinet,” and an “Executive 
Committee” for the division; and each divi- 
sion will be represented on the “National 
Economie Council” composed of well-paid, 
full-time members “charged with organizing 
industry, with the formulation of its general 
policies and with the further development 
of industrial peace and prosperity,” as well 
as with the working out of international 
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economie problems. There is to be an 
“Academy of Industry,” also; and the 
whole will be replete with planners, arbitra- 
tors, and “compliance engineers.” The 
structure is to be set up through contract 
agreements made by industry members and 
validated by the courts under the recently 
revised Declaratory Judgment Law, the 
contract obligations to be mandatory even 
upon nonsignatory members. The imme- 
diate business of the associations and super- 
associations will be to fix prices, allocate 
quotas (if necessary), assist inefficient 
members out of the industry, condition the 
entry of new members, and so forth. 
Claims of abuses, made by members, la- 
borers, or consumers, are to be adjudicated 
by the courts. 

The Commonwealth, in turn, will guar- 
antee full employment at fair wages for all 
employables, will assure economic justice 
to everyone “by agreements not to sell 
goods and services at less than a price that 
will yield a fair return,” will guarantee 
sufficient producer and consumer credit, 
will agree to set aside substantial profits to 
be distributed to workers, and will estab- 
lish research bodies to ¢mprove products 
and lower costs. 

Detailed comment is unnecessary. 
Much that the author says concerning the 
evils of the present system is sound enough, 
although scarcely new; but his positive 
argument employs repetition as igs prin- 
cipal weapon. Supreme Court decisions 
are violently strained to provide even the 
shakiest of legal foundations for the pro- 
posed Commonwealth, and it is difficult to 
imagine a greater riot of delegated arbitrary 
powers than those in which the author pro- 
poses to permit his new industrialists to 
indulge. The infinite difficulties of plan- 
ning an entire economy and making it effec- 
tive on a national scale while still pre- 
serving essential liberties and equities, are 
smoothfy glossed. Mr. Javits’ discussion 
of “profiés,’ “scientifically ascertained 
costs,” the relation of costs to prices, and 
minimum price fixing will not convince 
economists. In short, while his enthusiasm 
is feverish, it is not likely to prove con- 
tagious. 

Ben W, Lewis 

Oberlin College 
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ÅMERICAN Association ror Socreau SECU- 
PITY. Social Security in the United 
Statzs—19386. Pp. 170. Nev “York, 
1936. 


This book is a record of the Nmtk Na- 
tional Conference on Social Securty, held 
in New York City in April 1936. Tt com- 
prises twenty-seven papers on th: theory 
ard practice of social security pzograms, 
wth particular emphasis upon ur=moloy- 
m=2nt insurance, health insurance, ani old 
age pensions. Some of the discuss ons fol- 
lowing the papers are reproduced in full, 
ard a useful Census of Social Security is 
also appended. The list of participancs in- 
clades some outstanding authorities an so- 
cla_ Insurance. 

The keynote of the Conferesce was 
so.amded in the opening address by “braham 
Epstein, the Association’s able secretary, 
w.i3 reminded the delegates that “the 
pessage of the Social Security Act.has not 
diminished the distortions of the e=mantal 
prneirles of social insurance whæh pre- 
veiled in this country prior to its Dassage. 

. There is not an iota ef eviderce that 
America, yet discerns, much less under- 
stands, the constrfictive concepts amcerly- 
ing sozial insurance.” This lack of un- 
derstanding was emphasized b> ther 
speakers in their discussions of admin‘stra- 
tive problems. ; 

The Conference only served to ec pkasize 
the comfict of viewpoints existing among 
even close students of social securitr. Two 
examp.es will suffice: On the question 
wither it would have been wise to stand- 
arze state unemployment insur=nc2 re- 
quirements by Federal action, Dr. Merrill 
G Mcerray of the Social Security Board, 
wose position places him at a vantage 
pcint to study the matter, was inclined to 
take the negative side of the argument on 
the ground that ideas concerning proper 
standards are changing almost daily in the 
light of accumulating experience. The sec- 
ord example is that of Dr. C. A. Kulp, a 
most penetrating student of socizl insur- 
arce, who took exception to the long zher- 
isked bélief that the principles anc. details 
of workmen’s compensation insurance can 
be carried over into unemploymert insur- 
arce. 

Nearly every speaker emphasmed the 
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need for g properly trained and politically 
free personnel as a basic requirement for 
successful administration; yet it is begin- 
ning to appear that the failure to achieve 
such a goal, particularly in state and local 
administration, may be the dominant weak- 
ness in tke enlarging social security pro- 
gram. 

The proceedings of the Conference will 
give enyone an up-to-date view of the so- 
cial securizy movement and of its problems 
in this country. As such, it should make . 
interesting collateral reading for college and 
university classes and should provide use- 
ful information for the layman and those 
who are engaged in the work. 

Epson L. Bowers 

Ohio State University 


COMMITTIE ON OLD AGE SECURITY oF THE 
Twenrtæra Century Funo. The Town- 
send Crusade. Pp. 93. New York: 
Twentieth Century Fund, 1936. 50¢ 


This bcoklet is an attempt to present: 
(1) a brief description of the Townsend 
movement; (2) an analysis of the probable 
effects of the plan if it had been put into 
operation; and (8) the conclusions of the 
Committe2 as to the wisdom and practica- 
bility of tae Townsend proposals. 

Starting with a brief historical account 
of the Townsend movement, in which its 
founder and some of the participants are 
treated with consideration, the Commit- 
tee quickl labels the Townsend proposal a 
scheme to give some ten million pensioners, 
representing about 8 per cent of the coun- 
try’s popufation, about half of the total na- 
tional inzome. The Committee next 
sirikes sherply at the “unabashed assump- 
tion” of the Long Beach statisticians that 
the +¢twen:y-four billion dollars a year 
needed to pay the $200-a-month pension in 
the originel plan could have been raised by 
a 2 per cent transactions tax, by showing 
that in 1£34 this tax would have yielded 
about four billion dollars—“or only about 
one sixth of the amount necessary to pay 
the pension bill.” That the leaders of the 
movement finally recognized the maccu- 
racy of their estimates, even though the 
rank and file still thought in terms of the 
$200-a-mcnth pension, is evidenced by the 
provision in the revised McGroarty bill 
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that the proceeds of the transactions tax 
and other taxes, whatever the amount, 
should be “divided pro rata among the 
qualified pensioners,” thus avoiding the 
possibility of inflation. 

The Committee, not satisfied with its 
“conclusive evidence” that a 12 per cent 
and not a 2 per cent transactions tax would 
be required to pay the pensions, then takes 
direct issue with the basic assumption of 
the Townsendites, that the payment of the 
pensions, when expended, would “acceler- 
ate trade and credit through ten times the 
amount of the pension,” thereby quickly 
restoring prosperity. The Committee 
proves to the satisfaction of every ele- 
mentary student in economics that “there 
is no process by which a purchase of a dol- 
lar’s worth of goods liberates ten credit 
dollars”; that instead of reviving business 
and increasing employment, the attempt to 
introduce the revolving pension plan full- 
grown would only result in drastic eco- 
nomic dislocations which would be disas- 
trous to everyone. 

As one concludes the book, one has a 
feeling that some of its analysis might be 
qualified in certain directions, but that the 
final conclusions are inescapable. It is an 
excellent contribution by way of showing 
what should not be done. Its usefulness is 
diminished by the fact that anyone who 
can follow the logical analysis of the book 
would not be misled by the Townsend falla- 
cies, while anyone who is naive enough to 
take the Townsend proposals seriously 
probably would not read the book and cer- 
tainly would not understand it if he ex- 
amined it. 

Epson L. Bowers 

Ohio State University 


Paterson, Donatp G., and Joan G. Dar- 
LEY. Men, Women and Jobs. Pp. v, 
145. Minneapolis: University of Minne- 
sota Press, 1986. $2.00. 


A study of the problems of unemployed 
workers is always of interest-—but it is es- 
pecially so when that study is the result 
of an investigation directed by two such 
competent workers as Paterson and Darley, 
utilizing the facilities of the Employment 
Stabilization Research Institute of the Uni- 
versity of Minnesota. Further enhance- 
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ment is offered by the fact that the study 
was made during the five years of the re- 
cent depression, These investigators have 
faced the numerous problems squarely and 
have drawn their conclusions from an ex- 
tensive series of both unemployed and em- 
ployed workers which they studied. In 
this investigation not only the psychologist, 
but also the economist, the medical man, 
the social worker, and the industrial engi- 
neer contributed their distinctive points 
of view. 

These investigators and their assistants 
emerged with factual evidence relative to 
the needs of the unemployed which can be 
used in assisting them to make themselves 
employable in modern industry. 

The authors clearly recognize that among 
the unemployed the problem of individual 
differences plays a very significant rôle. 
However, they found that certain cate- 
gories could be used to classify specific 
types of factors common to groups of indi- 
viduals. Thus, the physically handicapped 
worker, the casual laborer, the young 
threshold workey, the maladjusted individ- 
ual, and the non-modal worker were each 
found to have certain characteristics that. 
require.special treatment in refitting them 
for employment. 

The authors feel that physically handi- 
capped workers are unfairly dealt with in 
industry, because of the lack of proper con- 
sideration for the numerous otheg assets 
and liabilities they may have. 

The casual laborer, on the basis of evi- 
dence obtained in the study, is viewed as 
being a perennial semidependent. It is 
urged that society recognize this fact and 
make provision for the mental and physi- 
cal welfare as well as the social rehabilita- 
tion of this class of workers. 

Paterson and Darley were not content to 
study the unemployed worker in contrast 
with employed workers alone. They also 
made a ‘careful study of many specific jobs 
through the method of job analysis. Their 
findings indicate that management prac- 
tices have failed to keep pace with the in- 
dustrial changes. They indicate that the 
necessity for reducing the seasonal varia- 
tions in employment is imminent. 

The use of differential diagnosis for as- 
certaining the special abilities, interests, 
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and so forth, as a means of meciinz the ` 


problem of job adjustment and zeadjust- 
ment is stressed. To this is added th> val- 
uadle tool of individual reéducatien based 
upon the data gathered through the method 
of differential diagnosis. 

These are but a few of the mazy «tems 
w-tich this valuable little volume presents 
in a very lucid manner. Its use in the 
hends bf personnel officers, vocatiozal guid- 
ance experts, and industrial psyc.iologists 
stould be extensive. In short, ev=ry indi- 
vix.ual who has an interest in the problems 
of employment in all its aspects sill find 
much that is of real value within tke covers 
of this book. 

Morton A. SEMENFELD 

University of Pennsylvania 


Worman, Leo. Ebb and Flow m Trade 
Unionism. Pp. xviii, 251. New York: 
National Bureau of Economic Eeseirch, 
1936. $2.50. 


For many months labor economists and 
otter social scientists, feeling the aeed for 
reliable data on labor unjon merabership 
and believing that the author—because of 
reszarch resourcefealness, former clese asso- 
ciation with the labor movement, and more 
recent intimate contacts with groups of 
eriployers-—was peculiarly fitted to collect 
ard ta interpret such data, have. eagerly 
awaited the publication of Leo Wolman’s 
stalistiaal study of unionism in the United 
States. 

‘The new book, like the one wich. ap- 
pézring ten years ago, covered th= priod 
up to 1923, may be considered to kave two 
main features—the statistical part (tables 
in text and appendices) and the amalystical 
pert. Chronologically, the material may 
be divided into the following periods: pre- 
waz (Chapter If); war prosperity and af- 
tezmath (Chapter IID); postwar prosperity 
ard de>ression (Chapter IV); and zhe New 
Deal period (Chapters V and VI)” Topi- 
cal.y, the treatment may be clasafied as 
fo.lows: changes in total union membe:ship 
over periods of time; changes in the mem- 
berships of certain A. F. of L. anc non-A. 
F. of L, unions and groups of unong ac- 
tual versus potential union memberslap in 
various industries and occupations; and ap- 
prnisal of recent trends. There are no data 
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on the urion membership of women or of 
Negroes. 

It may be set down at once that social 
scientists should be deeply in debt to Pro- 
fessor Welman for his work; it bears the 
stamp of scholarship and insight, and, in 
spite of certain problems of measurement 
(pointed put in Chapter I) which were en- 
countered (including the unwillingness of 
certain unions to codéperate with the author 
in his inquary) , it affords the only authorita- 
tive statistics thus far available on union 
memberslip in this country during recent 
years. But it must also be said that in this 
reviewer's judgment the present volume is 
likely to de somewhat disappointing from 
the standpoint of analysis and interpreta- 
tion of the statistics. Thus, the enumera- 
tion of factors responsible for the failure of 
union membership to expand during the 
twenties : Chapter IV) fails to include un- 
favorable (to labor) decisions of courts; 
“prosperity attitudes” of workers; non- 
militant, “codperative,” sometimes dishon- 
est attitudes, and tactics of union leaders; 
and use cf espionage and strike-breaking 
tactics by employers. Too much emphasis 
is given ta shifts in plant location as a cause 
of union weakness and decline; true of cer- 
tain industries at certain times, this factor 
appears tc be much less potent in industry 
as a whol2 than others which receive less 
attention. The discussion of unionism un- 
der the NRA (Chapter V) inclines to the 
superficial doubtless owing in large measure 
to limitations of space. 

Especia ly open to question are the au- 
thor’s methods and analysis in his survey 
of Labor Board election results (Chapter 
VI). In irying to discover workers’ atti- 
tudes towerd “outside” unions, he tabulates 
the electicn results of the various boards 
(including the Automobile Board of which 
he was cheirman) and totals the results, ar- 
riving at tre conclusions (a) that, with the 
exception of the Automobile Board elec- 
tions, too few workers were covered to af- 
ford a picure of worker attitudes toward 
outside unions in the several industries un- 
der the New Deal; and (b) that 53 per cent 
of the workers covered favored representa- 
tion other than trade union. As is indi- 
cated in one of several exception-taking or 
modifying footnotes inserted in the book by 
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his Director, these conclusions are not fully 
justified by the table’s figures or by the fig- 
ures in other tables or by the known condi- 
tions under which the elections were con- 
ducted. The inclusion of the election 
results of the Automobile Board, which af- 
forded no clear-cut opportunity for choice 
among unions as such, with the election re- 
sults of the other boards, which usually did 
provide such opportunity, is difficult to 
justify. 

These points excepted, Professor Wol- 
man’s latest work makes an uncommonly 
valuable and useful addition to the modern 
library of the student of labor. 

CARROLL R. DAUGBERTY 

University of Pittsburgh 


Margoxin, Rosrrt. L’Evolution du Syn- 
dicalisme aux Etats-Unis de Washington 
à Roosevelt. Pp. 256. Paris: Librairie 
Félix Alean, 1936. 25 Fr. 


This book is a study written by a French 
Fellow of the Rockefeller Foundation who 
in the course of his studies in America 
investigated the nature and the history of 
syndicalism in the United States. After 
his return to France the fruits of his labor 
were published by the Centre de Docu- 
mentation Sociale of the Ecole Normale 
Supérieure. 

The book is divided into four parts, the 
first dealing with “the struggle for eco- 
nomic independence,” the second with 
“trade-unionism pure and simple,” the 
third with “new problems, new solutions, 
and new principles,” and the last with 
“American Syndicalism and the Roosevelt 
Experiences.” 

The first part of the book is historical, 


recounting summarily the development of — 


early local and national unions and of the 
Knights of Labor. Then follows a consid- 
eration of the American Federation of La- 
bor. The shift in social philosophy of the 
union movement from that which saw so- 
ciety as one homogeneous community ex- 
cept for a small minority of parasites, to 
that which recognized and accepted the 
salaried class as a permanent condition, is 
emphasized and its effect on the American 
Federation of Labor is noted. 

After the war, the trade union movement 
met new problems: 
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“Prosperity without rise in price, nor in- 
crease in the number of workers employed 
in industry, mechanization and industrial 
rationalization which destroyed the monop- 
olies of professionalized skills, the use of 
force and of paternalistic methods by em- 
ployers, company unions, the invasion of 
the Negroes, the displacement of industry 
from the North to the South, from the city 
to the country, the hostility of government 
and of a large part of public opinion, these 
are the principle obstacles against which 
American syndicalism found itself thrust.” 
(P. 144.) 

As a result, the unionists realized that 
their concern had to be with more than sim- 
ply the immediate problems of the worker. 
It had to take cognizance of the more gen- 
eral situation. There was a solidarity of 
interest between employee and employer 
in the same industry or the same enterprise 
—and trade unionism began to seek means 
of furthering coöperation between employer 
and employee in industry by creating such 
institutions as the union management co- 
operation. ê 

None the less, the increasingly aggra- 
vated general situation®saw a continued 
weakening of the position of the trade 
union movement till the advent of Roose- 
velt to power. Four chapters deal with 
union history since the promulgation of 
Section 7 (a) of the National Industrial 
Recovery Act, June 16, 1933, recomling the 
strikes which occurred thereafter during 
1933 and 1934. They bring the story al- 
most to the end of 1935. 

Bearing in mind that it was prepared in 
a country foreign to Mr. Marjolin and that 
it deals not only with historical materials 
but also with current events and legisla- 
tion, this study does credit to its author. 
It may well serve as an interesting, accu- 
rate survey in French of our trade union 
movement, and should be profitable, in- 
structive reading to its French public. 

s Hymen E. Conen 

The University of Chicago 


Rountrer, G. M. et al. The Railway 
Worker. Pp. xx, 364. New York: Ox- 
ford University Press, 1936. $3.00. 


This is a very competent study of the 
problems of unemployment on Canadian 
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railways. By way of an introdection to 
th main subject, there is an intere-ting and 
instructive description of the railway work- 
ire force, the various trade unior organi- 
zazions, and the machinery for sollective 
bargaining. The author shows -hat the 
settlement of disputes involving -n inter- 
pretation of existing agreements aas been 
handled successfully and harm-ondously 
through boards of adjustment furctDning 
within the industry. However, tLe use of 
tke machinery of the Industrial Disputes 
Investigation Act to settle wage disputes 
has not been satisfactory, and a change is 
ca_led for either by modifying the existing 
technique of operation under the £ct or by 
relying solely on direct negotiations within 
tke industry as in the case of inter>retative 
d_sputes.’ 

The analysis of the impact of seasonal, 
evclice]l, and technological unemployment 
on workers in the running trades_and the 
two maintenance groups is thoroughgoing 
ad replete with statistical cherts and 
tebles. In addition there is a valvabE sta- 
tistical appendix covering basic employ- 
ment and operating figures and imics. 

Seasonal fluctu&tions of employment re- 
sult from climatic and traffic condifaors and 
are largely beyond managerial control. 
Tke eifects are variously distribu-ed both 
geographically and among employe- groups. 
The timing of the fluctuations varies among 
groups,the busy periods being the autumn 
fcr freight service and running repairs to 
equipment, the summer for paSsenzer serv- 
ice, the winter for the back shops,.an-] the 
spring for maintenance of way. Tha au- 
thor suggests that studies should >e made 
tc determine the practicability of -ed.cing 


sez.sonal unemployment in the traasrporta- — 


tion department by such devices as sea- 
scnal freight rates, and the transfer of em- 
pkcyees from region to region acccrding to 
tke variations in seasonal peaks. tis also 
argued that more stability of employment 
in the maintenance departments*cen ke ob- 
tained by positive measures to sp-eal the 
work more evenly, although there ars ad- 
mated limitations to what can be accom- 
pkshed, on account of the controlling mflu- 
erce of climatic and traffic conditicns. 

The treatment of the long-run problems 
includes consideration of the effects of tech- 
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nological improvements, the influence of 
competitive factors, the impact of the de- 
pression, and the pressure to reduce costs 
resulting from competitive overexpansion of 
service and facilities. The effect of the 
depression is seen in the fact that at the end 
of 1935 tke total number of employees was 
more than one third below the 1928 level. 
As a result of the general application of the 
seniority rule in the more strongly organ- 
ized trades, the main incidence of unem- 
ployment fell on the younger employees, 
and the average age of those now working 
has risen considerably. This will tend to 
increase retirements in the next few years. 

In view of the strenuous opposition of - 
railway lebor to the proposal to unify the 
operation; of the two competing railways, 
the author’s point of view is significant. 
He shows that it is in the interests of all 
parties in the industry that the Dominion’s 
railway structure should be shorn of its 
worst duplications of lines, running sched- 
ules, and other facilities. “This is the only 
hope of obtaining a permanent solution 
of the long-run unemployment problem. 
Without %, continued and increasing pres- 
sure for a reduction of the wage-bill, 
through e ther lower rates or reduced staffs 
or both, s inevitable. Our basic recom- 
mendatiow is that all three parties—capi- 
tal, labor,.and government—should codper- 
ate in theormulation of a unification plan.” 

Leste T. Foornrer 
Princeton University 


Harr, W. Scorr. The Journeymen Bar- 
bers’ Iaternational Union of America. 
Pp. 121 xiv. Baltimore: Johns Hopkins 
Press, 1936. $1.25. 


The Joarneymen Barbers’ International 
Unian of America was formed in 1887. 
In 1984 it had a membership of 33,583 per- 
sons in 792 locals. The barber differs from 
most emp oyees who are organized in trade 
unions. He works in an establishment con- 
sisting of generally less than a half dozen 
employees. The shop is usually individ- 
ually owned. The largest item of expense 
in the business is labor costs. The author 
estimates that they “certainly absorb half, 
and more usually 60 to 70 per cent of the 
gross rece pts” (p. 10). It is unnecessary 
to point eut the close relationship of the 
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barber to his customer and the importance 
of personality and courteousness. 

Unlike most union workers, the barber is 
not paid on a straight wage basis. His in- 
come generally consists of a minimum guar- 
antee plus a commission, plus tips. The 
Union endeavors to obtain a $25-a~week 
minimum plus 50 or 60 per cent of any re- 
ceipts taken in by the barber over $37. 
Due to the lack of wage and earnings data, 


it is difficult to estimate the actual wages 


and earnings of barbers. 

As a result of the differences outlined 
above, the policies of the barbers’ organiza- 
tion differ from those of most trade unions. 
The Journeymen Barbers’ International 
Union is more friendly towards the em- 
ployer. Although employers are not al- 
lowed in the Union, there has been agita- 
tion for their admission. The Union 
claims part of the credit for the establish- 
ment of the employers’ association-——The 
Associated Master Barbers of America. 
The Journeymen Barbers’ International 
Union places more stress on prices to be 
_charged customers and on shop hours than 
do the majority of unions. 

The book contains an index and is well 
annotated, but a bibliography is not in- 
cluded. ‘The study is a contribution to our 
knowledge of trade unionism, particularly 
in the comparatively unexplored field of the 
service trades. 

Mervin J. SEGAL 

Washington, D. C. 


SHLAKMAN, Vera. Economic History of a 
Factory Town: A Study of Chicopee, 
Massachusetis. Pp. 264. Northamp- 


ton: Smith College Department of His- 


tory, 1936. 75¢. 


To the traveler on the Boston and Maine 
Railroad between Springfield and Holyoke, 
the tissue of houses and factories connect- 
ing them which the conductor surprisingly 
identifies as Chicopee hardly possesses in- 
dividuality or importance enough to justify 
an economic history of well over two hun- 
dred pages which took over two years in 
the research and the writing. Perhaps it is 
Important because all knowledge is impor- 
tant; perhaps it is important because it will 
interest the inhabitants. But it is safe to 
say that the local Chamber of Commerce 
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will not look with approval upon a work 
which relentlessly describes its tenements 
and streets as “shabby” and its theaters 
and houses as “poor.” Undoubtedly the 
real justification is found in the intensive 
study of Chicopee as an example of the de- 
velopment of a factory city. 

Chicopee’s industrial history began in the 
last century with the utilization of its water 
power for textile production in mills built 
and controlled by a small group of great 
capitalists, mostly from eastern Massachu- 
setts. The growth of smaller local indus- 
tries with local capital and local direction 
followed. Toward the end of the century 
such enterprises disappeared or were trans- 
formed. There was a renewed influx of 
outside capital, and the officers of the huge 
mills making bicycles, rubber goods, elec- 
trical apparatus, and arms generally lived 
elsewhere. Into this pattern of develop- 
ment Miss Shlakman fits the various 
classes. The upper class was small or non- 
existent. Her middle class never seems 
alive or important. Its petty gams and 
losses, its trifling victories and drab defeats, 
are better and more vitally treated in fic- 
tion. The greater part ef the book is given 
to the labor system and the laboring class. 
This account is full and convincing. 

Into this study have gone intelligence and 
a thorough use of the sources and second- 
ary material. The Springfield Republican 
alone owes Miss Shlakman some sort of 
medal for her faithful perusal of its back 
files. But the question still remains, Does 
Chicopee deserve this attention? To be 
sure, in its early history the town gives 
Miss Shlakman the opportunity for the best 
existing account of the Boston Associates 
who controlled factories, banks, insurance 
companies, and railroads. From diaries, 
letters, and the press she rescues many a 
trenchant and enlightening quotation. 
The later years of her book cover a period 
that has not been studied for many places. 
But Chicepee on the whole proves too typi- 
cal. As an example it usually confirms 
what is already known of other mill towns 
and factory cities. Like her laboring 
classes, Miss Shlakman should have gone on 
strike earlier. 

Epwarp C. KIRKLAND 

Bowdoin College 
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Benny, M. Apa. Wages, Hours and Em- 
ployment in the United Stat=s, 1914- 
1966. Pp.x,197. New York: Netional 
Incustrial Conference Boari, 1936. 
$2.50. 
For those engaged in research nvolving 

employment in the United States snee June 

1920, this volume is a rich mine of infor- 

rmaticn. Here Miss Beney presen-s the rel- 

evant data collected over the pat sixteen 
years by the staff of the National ind sstrial 

Conference Board. 

The investigation could not, cd course, 
ccver all industries, plants, and wo-kers, but 
tke samples taken have .been zererous. 
Tae data for manufacturing relate =o 1,532,- 
CGO workers (June 1936) empxryed by 
1,886 plants in 25 principal icdustries. 
Data for public utilities cover 33,000 work- 
ers in 500 plants. Other statistics re.ate to 
workers employed on all Class I raiyays, 
tz workers in 15 building trades i238 cities, 
and to agricultural laborers. 

The most important series of statistics 
given are average hourly earnings average 
weekly earnings, and average Lours per 
week per wage earner. Indexes (1923= 
C0) have been*constructed foz all the 
above data as well as for real hauwly and 
weekly earnings, employment, t=tal man 
kours worked, and pay rolls. 

Sinze 185 of the 197 pages of ths volume 
are devoted either to statistical taslez or to 
a desomption of the statistical methods 
used, most of the book will be u eful pri- 
marily to research students. But th2 gen- 
eral reader may well be interestadl in the 
sort summary chapter, in whxh Miss 
Beney briefly sketches the genera_ trend of 


wages, hours, and employment ‘prior to 


1829 and then describes in more detai. their 
movements in the succeeding peri-ds of re- 
c2ssion and recovery. 

Lester V. Ca.NDLER 


Princeton University 2 


MATIONAL INDUSTRIAL CONTEREŞ C= Eoarp. 
Savings Plans and Credit Unicas in In- 
dustry. Pp. ix, 72. New Yo-k, 1936. 
$1.00. 

On the basis of returns securec in 1927 
from 319 companies employing 13 million 
workers, and reports from 375 campanies 
employing 1.5 million workers in 938, the 
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National Industrial Conference Board has 
issued Study Number 225 purporting to 
show the-changes in methods and amount of 
savings by employees in company-fostered 
plans. Wot only have the older credit 
unions survived the years of depression 
“remarkably well,” but many new ones 
have been started in the last three years, so 
that cre-lit unions form almost half the 
number of plans studied in 1936, while they 
were less than 12 per cent of the total in 
1927. Conversely, the number of savings 
plans based on bank deposits, company se- 
curities, and investment trusts has declined 
during tke depression because of bank fail- 
ures, corporation bankruptcies, and the 
drop in security prices. 

Mr. Jcrdan’s characteristic preface does 
not empnzasize these two evident conclu- 
sions, but concentrates on the fact that a 
slightly Higher percentage of employees are 
saving om the average about as much now, 
after the years of depression and the pas- 
sage of relief and security legislation, as in 
1927. ‘This suggests to Mr. Jordan that the 
industrious and thrifty working population 
may not need governmental plans. His 
own figures, however, show fewer than four 
hundred thousand participants in the com- 
pany savings plans, many of whom may 
be high-salaried employees. ‘The figures on 
total savings are also inconclusive, since 
the Board “somewhat arbitrarily” excluded 
stock purchase, pension, life insurance, and 
home ownership plans, many of which have 
been redaced during the depression. The 
amount ef individual thrift in the few re- 
maining eompany-fostered savings plans is 
worth recording, but it is not of sufficient 
magnituce to alter social security plans. 

Everett D. Hawxins 

Mount Holyoke College 


Bexer, MI. Apa. Cost of Living in the 
United. States, 1914-1936. Pp. ix, 99. 
New ¥ork: National Industrial Confer- 
ence Board, 1936. $2.50. 


This volume gives indices of the cost of 
living fo> industrial wage earners in the 
United States for 1914 to 1936 as computed 
by the research staff of the National In- 
dustrial Conference Board. The docu- 
ment is timely and represents a real con- 
tribution to public service. Its body is 
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written in simple, nontechnical language 
for the general reader, and its appendices 
present for the specialist forty-two pages 
of tables of costs and prices by items, 
groups, months, and cities. The number 
of items represented in each group (food, 
clothing, housing, fuel and light, and sun- 
dries} has been expanded since the 1918 
study. A new base year, 1923 as against 
1914, has been selected, and former indices 
refigured in terms of the new base. Most 
important are changes in the weights given 
the items in computing the total index: 
food is changed from 48.1 per cent to 33 
per cent; housing from 17.7 to 20 per cent; 
clothing, 12 to 13.2 per cent; fuel and 
light, 5.6 to 5 per cent; and sundries, 20.4 
to 30.0 per cent. Studies cited justifying 
the validity of this new practice are those 
of Ford employees, 1929; Federal em- 
ployees, 1928; Piexotto’s topographers of 
San Francisco, 1921; and my Minnesota 
village families, 1926. 

It should be pointed out that most of 
these groups are atypical for this purpose. 
The Ford workers are for a boom year, and 
were paid above the average of industrial- 
ists; Federal employees everywhere are no- 
toriously atypical in their economic be- 
havior; Piexotto’s topographers were highly 
paid and represent undue weight to the 
West (which is different in standard of liv- 
ing characteristics from the industrial 
East) ; and the Minnesota town and village 
families cannot be typical of these indus- 
trial cities. 

In spite of these changes, however, the 
one index closely approximating general 
cost of living (as the author notes on p. 46) 
is that of food. If a system of weights 


were used giving more stress to food (in” 


my opinion 36 or 37 per cent should have 
been given to food), the correlation of the 
general cost of living with the food index 
would have been even closer. 

The importance of this lies particularly 
in a study of our national policy since 1933, 
which has been distinctly -one of making 
food for the worker in the United States 
not only scarce but high priced and inferior 
in quality (due to the reduced selectivity 
based upon the smaller quantity brought 
to the market) through our “planned” 
food sabotage by the commercial agricul- 
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tural monopolies which have been created. 

This document does not attempt to ex- 
plain why (in terms of a first approxima- 
tion to “cause”) the cost of living has 
changed as it has, but if it did, and if it 
allowed what seems to me to be a more 
proper weight to the food variable (and 
probably more to clothing and housing in- 
stead of sundries), it would be able to 
point out that the extreme drop in prices 
for these necessities between 1929 and 
1933 was one of the automatic “self- 
regulators” operating in industrial society. 
People did not have much then, but what 
they did have bought larger quantities of 
the necessities of life. Finally, there might 
be found some basis for the argument that 
although living costs (as figured here) 
were still 15 per cent lower in June 1936 
than in 1929, artificially they have been 
made a great deal higher than they should 
be for the best interests of the workers, the 
employers, and the long-time real good of 
the farmers themselves. Frank discussion 
of the why of the cost of living would more 
than double the value of this already ex- 
tremely useful document. 

Carte, ZIMMERMAN 
Harvard University 


Martin, Rosert F. National Income and 
Its Elements. Pp. xiii, 134. New 
York: National Industrial Conference 
Board, 1936. $2.50. 2 


In recent years there has been rapid 
progress in the development of technique 
and in the assembling of data for the es- 
timation of national income and its ele- 
ments. This has been embodied in recent 
publications, as for example those of the 
United States Department of Commerce 
and the National Bureau of Economic Re- 
search. These studies have aimed to an- 
swer such questions as the following: How 
much of the national income is in the form 
of wages and salaries? How much in the 
form of rent, of interest, and of profits? 
How much of the national income originates 
from manufacturing activity, how much 
from agriculture, how much from trade or 
other activities of private enterprise, and 
how much from government activities? 
They have sought also answers to the ques- 
tions: How much income is produced, how 
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much is received, and how much is con- 
sumed each year? ; 

A somewhat different purpose is served 
ty studies of the distribution əf ncome 
such as that contained in Ameitc’s Ca- 
sacity to Consume, publishec ty the 
Erookings Institution. 

Netional Income and Its Elemeats, by 
_ Robert F. Martin, is particularl= devoted 
zo tke estimate of the amount f income 
~eceied each year from 1929 to £934 inclu- 
atve. The “accountable realizec national 
-ncome” of the United States, inelucing all 
-tems that can be estimated, amourted to 
30 billion dollars in 1929, to 45 Hillion dol- 
-ars in 1933, and to 51 billion dollars in 
1934. With the exception of a mell per- 
aentage of the total received in End and a 
Zew small items which could nc te esti- 
mated, these sums represent the rash pur- 
easing power received by indi~iduals in 
~hose years, with which they coulc prfchase 
goods and services for current zorsump- 
-ion or add to their savings ard -nvest- 
ments. Those estimates are then >roken 
down as to their sources under a zlassifica- 
zion by types of economic activity, such as 
azricalture and manufacturing; and also by 
-ypes of income, such as salaries and wages, 
entrepreneurial income, dividends, icterest, 
and net rent. . 

Economists will recognize two vutstand- 
ing contributions in this study. First, the 
nauthoyhas made a genuine effort to define 
explicitly for the reader the objec‘ave of the 
apok; namely, to estimate cash tacome re- 
ceived by individuals in the —gg-egate. 
The second important contribut-on is the 
chapter giving estimates of income by states 
“or the years 1929 and 1933. Yew York 
heads the list in 1929 and 1923 in the 
amount of income received. In both years 
the residents of this State, coast:tuting 
z20ut 10 per cent of the total p«pulation, 
acquired approximately 17 per emt of the 
accountable income of the Natin. This 
was more than the combined eircomes of 
twenty-seven of the smallest income-re- 
eeiving states, with 21 per cent o the pop- 
ulation. The disclosure of shifts :n the rel- 
ative positions of the various states from 
-929 to 1938 is an interesting by-product of 
this study. 

Mast economists will find the Appendix 
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entitled “Auditing Notes” of interest, con- 
taining 1s it does an appraisal of various 
current rational income estimates, some of 
which “are not to be taken seriously,” and 
also a simmary of the percentage of ac- 
curacy of estimate for the present study, 
as well as detailed notes on the nature of 
the items examined in making estimates. 

Under the author’s definite objective 
(accountable cash income realized), pay- 
ments uader the AAA are included as im- 
come; bit care is taken to point out that 
“their positive treatment by the Depart- 
ment of Agriculture as a return from cur- 
rent agricultural production is certainly in- 
correct.” The author also takes occasion 
to impl” that the Department of Com- 
merce (p. 21) is to be grouped among the 
“Journal stic economists.” 

In gereral the style of the book is suita- 
ble for tre general reader, although, in the 
reviewer's opinion, for such a book the 
practice of writing such expressions as 
“$80 bilkons” is objectionable, Footnotes 
for TabE 16 on page 44 are confusing be- 
cause of the presence on the page of two 
footnotes 1—one for the table and one for 
the text. The book has no index. 

James G. SMITH 

Princeton University 


Kemmerer, Epwin Warrer. Money. 
Pp. xii, 406. New York: Macmillan Co., 
1935. $3.00. 


If the articles called forth by recent 
monetary controversies be excluded, it is a 
long whale indeed since: Professor Kem- 
merer ofered us a book on the general sub- 
ject of money and banking. Students of 
the subject will therefore welcome this lit- 
tle volume, based upon a lifetime rich in ex- 
perjence and rounded out by thirty years of 
teaching 

The volume divides naturally into two 
halves. The first, concerned with general 
question; of monetary theory and struc- 
ture, discusses (in addition to the problem 
of the value of money) a variety of mat- 
ters regarding different types of monetary 
standard that might conceivably be 
adopted, and points out the advantages 
and the disadvantages of each with unusual 
clarity. But in these days of controversy 
it is the theory proper that arouses most in- 


Book DEPARTMENT 


terest. Here Dr. Kemmerer follows Pro- 
fessor Fisher in adopting the quantity the- 
ory of money, but makes it much less 
mechanistic by paying somewhat greater 
attention to the elasticity of bank deposits 
and to changes in velocity of circula- 
: tion. 

The remainder of the book covers six ad- 
mirable chapters, each containing an analy- 
sis of one of the outstanding “monetary ex- 
periments” of the nineteenth century. 
Ranging from the Assignats in France to 
the monetization of silver in the United 
States, and written with unusual lucidity 
` and care, these chapters combine to pro- 
vide a mass of information that is essen- 
tial to any clear understanding of the prob- 
lems that lie ahead of us, and students will 
be grateful to an author who has brought 
this information to them in so interesting 
a manner and so accessible a form. 

7 F. CYR JAMES 

University of Pennsylvania 


Hossam, L. E. Soviet Money and Fi- 
nance. Pp. xix, 339. New York: Mac- 
millan Co., 1936. $4.50. 


The title of this book errs on the side of 
modesty; actually, we find presented an ex- 
haustive description and a critical analysis 
of the whole economic life of the Socialist 
Republic, probably more characteristically 
from the economist’s viewpoint than any 
other treatise so far published. The excel- 
lence of the book arises precisely from its 
orientation toward the central economic 
problem, the application of limited re- 
sources to unlimited wants; holding this 
constantly in the foreground, the author 


- invests a mass of factual mformation with 


vitality and meaning. Paradoxically he 
reveals a lack of sophistication in technical 
economics (see especially pp. 177, 171, 198, 
224, 299), a fact which may partly ac- 
count for the loose organization of the 
book, its laborious repetitiousness, and its 
prolixity on relatively simple themes. 
Nevertheless, the author possesses a sort of 
native common sense on economic funda- 
mentals, and his positions are ably argued 
and authoritative. 

So far as concerns money itself, we dis- 


cover a number of diametrical contrasts be- 


tween its constitution under capitalism, and 
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under socialism as it is practiced in Russia: 
the absolute divorce of domestic and inter- 
national values (pp. 2, 292-297); the arbi- . 
trary character of money as an accounting 
unit (pp. 4, 127); the loss of its meaning as 
capital (pp. 6, 201-203) ; the lack of general 
purchasing power (pp. 128, 218); and the 
changed complexion of inflation (p. 146). 
Mr. Hubbard is fond of saying that in the- 
almost exhaustive sphere of authoritarian 
prices (in contrast with those determined 
by supply and demand), money ceases to 
function as a medium of exchange, and in- 
stead serves merely as a, unit of account 
(pp. 4, 127-198, 187, 159, 196, 251, 304). 
This seems to me an inappropriate mode of 
expression. 

These two functions represent in fact 
the physical and the abstract aspects of 
money, the former bemg related to the 
“piece” which can be handed about in 
trade, the latter to its value or purchasing 
power. Whatever limits the possibility of 
freely disposing of money against goods 
impairs its significance as a measure of 
value; reciprocaléy, arbitrary prices, by in- 
terfering with freedom in buying, restrict 
the medium-of-exchangé function. The 
really significant contrast lies in the use of 
money in both capacities In an economy 
based upon fixed prices and rationing and 
an economy permitting free choice to in- 
dividuals as productive agents and con- 
sumers. = 

The central theme of Mr. Hubbard’s in- 
formative and impressively elaborate de- 
scription of the Russian economic system 
is implicitly, at any rate, the chaos pro- 
duced by an attempt before 1935 to rele- 


. gate free equilibrium prices to the spola- 


rium of nefarious “capitalistic” devices. 
On the side of consumption, the policy led 
to the absurdly low values set upon “ex- 
portable surplus” for purposes of obtaining 
fixed-canital equipment, in comparison to 
the official domestic price; to the arbitrary 
zoning of prices by geographic districts for 
political purposes; to the reduction of peas- 
ant real income to bare subsistence; and so 
forth. On the side of production, it led to 
the intricate double scheme of the Ma- 
terial and the Financial Plans, in the first of 
which, arbitrarily determined physical 
quantities of goods were to be produced, 
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with purchasing power under the Financial 
Plan allocated to the Trusts and individual 
plants ad hoc for each category of cost 
goods separately. The failure to include 
certain costs, however, and the necessity of 
covering losses called for supplementary 
credit advances, and so the planning de- 
volved into inflation. 

Instead of charging consumers the nec- 
essary high prices on a supply-and-demand 
basis to cover costs, the authorities rationed 
the goods at low prices and allowed the in- 
flationary excess of consumer money in- 
come to drive prices on the “commer- 
cial markets” up to astonishing levels. 
Whether the rationing policy proceeded 
from a desire to put into force a Marxian 
labor theory of value, as Mr. Hubbard fre- 
quently says (p. 299 et seq.), or whether, 
as he elsewhere more plausibly suggests 
(p. 218), it rested upon a fear of taxing 
workers something like 50 per cent of 
their income, it had eventually to be 
abandoned. 

The author argues convincingly for the 
eventual necessity of a theroughgoing sys- 
tem of equilibrium prices, including a de- 
valued ruble at itf true domestic value and 
the inclusion of all elements in prices. But 
the very zeal of his argument seems to be- 
speak his innocence of the fact that econo- 
mists outside Russia (Lange in Poland, 
Dickinson in England, and Taylor and 
Knight“n America) have evolved a sub- 
stantial literature upon the nature and the 
necessity of equilibrium values in a social- 
ist state. 

But economists as well as laymen have 
much to learn from this volume. It will 
surprise most readers to learn, for exam- 
ple, that 88 per cent of the sums for in- 
vestment purposes come from a turnover 
tax, most primitive and regressive amongst 
taxes; that the “speed-up” for labor is 
rather common; and that interest pf 8 per 
cent is paid on private deposits. The in- 
formation offered is not, howe¥er, a col- 
lection of such oddities, but is thorough 
and balanced; it Is sympathetic but non- 
partisan. Indeed, the book is unrivaled 
as an economic analysis of the Russian 
system. 

Howarp S. Erus 

University of Michigan 


Tar ANNALS, OF THE AMERICAN ACADEMY 


Mis, Frepertcx C. Prices in Recession 
and Recovery. Pp.xv, 581. New York: 
National Bureau of Economic Research, 
1936. $4.00. 


For some years, Professor Frederick C. 
Mills has been known to economists as one 
of the country’s leading authorities in the 
study of prices. In 1927 in his volume The 
Behavior of Prices, and in 1932 in his Eco- 
nomic Tendencies in the United States, he 
made important contributions to our un- 
derstanding of price relationships. In his 
present study, Dr. Mills rounds out his pre- 
vious investigations of price movements by 
carrying them through the recent period of 
recession and revival. 

As in the preceding works, no attempt 
is made in the volume under review to pre- 
sent a detailed appraisal of the fundamental 
causal factors at work in the world of 
prices. ‘The author intentionally limits his 
task to a statistical exploration “of some of 
the strands that run through the complex 
web” of the price structure. 

In the discussion of the pre-recession sit- 
uation, with which the volume opens, at- 
tention is called to the notable schism ex- 
isting throughout the postwar period be- 
tween the prices of raw industrial materials 
and of manufactured goods. During the 
recession this price disparity is found to 
continue. While during the first year of 
the depression prices of raw producers’ 
goods fell by 19 per cent, during the second 
year by 22 per cent, and during the third 
year by 14 per cent, prices of processed 
goods were reduced only by 9, 12, and 9 
per cent respectively. 

After describing the vicissitudes of the 
world price structure during the depression 
(the decline of prices in thirty-two countries 
ranged from 36 per cent for Germany to 
71 per cent for Japan), and discussing the 
fortunes of primary producers, of manufac- 
turing and capital goods industries, and of 
consumers, in recession and recovery, Dr. 
Mills presents, in the final chapter of his 
study, an interesting summary of his major 
findings and an attempt to weigh and to 
interpret them in terms of the general wel- 
fare. The outstanding feature of the price 
history of the last twenty years, he finds, 
has been the widening of the margin be- 
tween the prices of raw and processed 
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goods. The low returns and deficient pur- 
chasing power of important classes of pri- 
mary producers, and the existence during 
the entire postwar period of a plateau of 
high prices for finished consumption goods, 
are all related to this movement, the main 
reason for which lies in the failure of the 
economic system to distribute evenly and 
equitably, among all classes of producers, 
the notable gains which have occurred in 
industrial productivity. The 49 per cent 
Increase in the productivity of the manu- 
facturing industries from 1914 to 1929 
worked largely to the advantage of privi- 
leged producer groups. While substantial 
advantages were secured by manufacturing 
wage earners, ownership and management 
scored gains actually exceeding the advance 
in productivity. Consuming groups draw- 
ing incomes from the sale of primary prod- 
ucts, on the other hand, did not gain, but 
actually experienced advances in the real 
costs of the manufactured goods which they 
purchased. Because of the improper diffu- 
sion of resulting gains, increases in Indus- 
trial productivity have thus at times actu- 
ally tended to cramp and retard rather than 
to further advances in general economic 
well-being. 

What is the solution of the difficulty? 
In an economy still regulated largely 
through the instrumentality of a price sys- 
tem, the solution lies, Dr. Mills believes, in 
the immediate lowering of the prices of 
finished goods affected by productivity 
gains, by an amount equivalent to the sav- 
ings in cost of production. This is a prob- 
lem which competition alone has so far been 
unable to solve, and which, this reviewer 
suggests, may well come to be referred for 
solution to such organs of social control as 
we may some day establish in an effort to 
lessen the frictions and injustices inherent 
in the uncontrolled workings of a capitalist 
economy. 

In an Appendix to Dr. Mills’ volume 
there are given the complete “working 
papers” on which his inferences and deduc- 
tions are based. The detailed statistical 
data which these papers contain not only 
afford the student an opportunity to check 
for himself the soundness of the author’s 
conclusions, but also make of this last mem- 
` ber of a unique trilogy in economic research 
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a reference and source book of outstanding 
value. 
Wurm- G. WELK 
College of St. Thomas 


Brzanson, ANNE, et al. Wholesale Prices 
in Philadelphia, 1784-1861. Pp. xxii, 
443, Philadelphia: University of Penn- 
sylvania Press, 1936. $4.00. 


This volume is the second in a series of 
detailed studies of the history of prices in 
the Philadelphia area, and it is a worthy 
companion to Prices in Colonial Pennsyl- 
vania (1935) by the same authors. Atten- 
tion is focused on continuous price series of 
205 commedities for the period 1816 to 
1861, and of these 186 have been used for 
the longer period 1784 to 1861. These 
series are classified, grouped, and analyzed 
in a variety of ways in order to examine 
their behavior. 

As a basis for their analyses the authors 
have constructed unweighted geometric 
indices of monthly prices. Significant com- 
parisons are possible because the groups 
considered include both domestic and im- 
ported commodities; farm crops; farm 
derivatives (flour, lard, afd so forth); raw, 
semifinished, and finished industrial prod- 
ucts; lumber products and naval stores; 
wines; fish; and furs. In addition to pro- 
viding a general index for the entire period, 
the authors have made analyses of changes 
in price stability and variability, freyuency 
of monthly price changes, changes in sea- 
sonability of selected commodities, and 
price movements by periods; and they pro- 
vide a comparison of the seventeen cycles 
which took place in the entire period under 
examination. In addition, they devote a 


“chapter to the consideration of trends in 


commodity prices from 1720 to 1861 (ex- 
cept a break between 1776 and 1784), thus 
relating certain con¢lusions from the pres- 
ent volume to those of its predecessor. The 
concluding chapter discusses general tend- 
encies in wkolesale price movements. The 
text is accompanied by many excellent 
charts and elaborate tables. 

The price quotations used were obtained 
principally from newspapers and prices cur- 
rent. Gaps were filled from data taken 
from letters and account books of Philadel- 
phia merchants, and it was necessary to use 
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a few prices from the Baltimore and New 
York markets in order to make some series 
complete. As explained in an admirable 
appendix on method, the interpolations 
have been made with extreme care. 

In interpreting their results the authors 
have avoided preconceived theories, con- 
tenting themselves with a detailed objective 
description of the price structure and 
changes within it, as revealed by the analy- 
sis of quantitative data. As in the earlier 
volume, they have bolstered their statistical 
interpretation by the comments of contem- 
porary merchants and current market re- 
ports—a procedure which gives flavor to 
what is otherwise inevitably a-dry, though 
rich, historical repast. Many readers will 
regret the failure to relate price fluctuations 
tomonetary changes. The authors seem to 
the reviewer to have missed an opportunity 
by not discussing how far their results sup- 
port or disprove the idea of major rhythms 
or secular trends discerned by Feder and 
formulated by Kondratieff. 

But of those who have done so much, we 
must not make excessive demands. The 
amount of sheer hard work involved in this 
study is staggerfhg to contemplate, and it 
has been done with care, skill, and intelli- 
gence. Students in search of convenient 
keys to the past may regard this book as an 
elaborate futility, but it is, on the contrary, 
a highly useful contribution. We need the 
fruits@f a great deal more spade work of 
this kind before we can really know what 
our economic and business history has been. 

Rara M. Hower 

Harvard University 


Martin, Rosert F. Income in Agricul- 
ture, 1929-1935. Pp. xviii, 168. New 
York: National Industrial Conference 
Board, 1936. $2.50. 


This book, which is rated by the National 
Industrial Conference Board as the most 
important study it has published in the 
course of the past twenty years, will cer- 
tainly find many interested readers and 
should serve an exceedingly useful purpose 
in providing a more substantial basis than 
has hitherto existed for the critical ap- 
praisal of the official statistics relating to 
farmers’ incomes. ‘This is particularly im- 
portant at the present time because of the 
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extent to which government policies re- 
lating to agriculture are based upon con- 
siderations of the historical and compara- 
tive income relations of the farming class 
taken as a whole. 

The significance of this book is best un- 
derstood when it is recognized to be the 
culmination of a critical movement which 
has been steadily gaining force for a num- 
ber of years. Criticisms of the figures is- 
sued by the Bureau of Agricultural Eco- 
nomics and of the interpretations placed 
upon them (both by officials of the Bureau 
and by outsiders) have been voiced from 
time to time by J. D. Black, A. G. Black, 
G. M. Peterson, and others. They were 
summarily presented in 1933 in the bulletin 
published by the Social Science Research 
Council on the Scope and Method of Re- 
search in Agricultural Income. Finally, in 
the book here under review, Dr. Martin has 
given these criticisms a practical quantita- 
tive application in his thoroughgoing revi- 
sion of the original series and his explana- 
tory discussion of their deficiencies. 

The most important adjustment made by 
Dr. Martin relates to the valuation placed 
on that part of the total agricultural in- 
come which is made up of the produce con- 
sumed directly by the farm families them- 
selves. He points out that agricultural 
income must be measured in two different 
ways for two different purposes. If the 
object is to determine the contribution of 
agriculture to the national income, it is 
appropriate to value income in kind at the 
farm prices actually prevailing for the vari- 
ous types of products used; but if the object 
is to get a measure of the net incomes of 
farm operators which will indicate real 
changes in their actual living conditions 
fram one period to another and will afford 
some basis for comparing their conditions 
with those of other classes, income in kind 
should be valued instead at retail prices. 
Series of figures computed in both ways are 
presented in the text and show clearly the 
striking differences that result from the 
adoption of these different principles of 
valuation. For the United States as a 
whole, income in kind in 1982 had a value 
at farm prices of only 883 million dollars, 
but at retail prices it was worth 2,675 mil- 
lion. Similarly, on the first basis the de- 
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cline in net farm income (both cash and 
kind) between 1929 and 1932 amounted to 
70 per cent, while on the second basis it 
amounted to only 52 per cent. 

Of almost equal importance with Dr. 
Martin’s recognition of these two distinct 
principles of valuation is his recognition of 
the need for separate indexes of net income 
for different sections of the country. These 
have been worked out by him and are 
presented for the first time in his book. 
The other adjustments he has made are 
relatively of much less importance. 

By way of a caution to the readers of 
this excellent book, it is only necessary to 
suggest that the leaders in the Department 
of Agriculture have undoubtedly, in their 
practical programs, taken more account of 
the deficiencies in their income statistics 
than is indicated in the text. 

Joun M. Cassexs 
. Harvard University 


. PEEK, Grorce N., and SAMUEL CROWTHER. 

| Why Quit Our Own? Pp. 358. New 
York: D. Van Nostrand Co., Inc., 1936. 
50¢. 

Mr. Peek, who was for a time promi- 
nently identified with the New Deal, first as 
Administrator of the AAA and later as 
Special Adviser to the President on Foreign 
Trade, but who broke with it in 1935, has 
put his criticisms of the New Deal into 
print. Some of these ideas were published 
earlier in the Saturday Evening Post. 

In brief, Peek contends that the New 
Deal has erred (1) in its domestic farm poli- 
cies, particularly in the AAA program; (2) 
in its foreign trade policies; and (3) in its 
general philosophy of economic and social 
planning. As Peek sees it, the Government 
simply sold out to the professors, the inter- 
nationalists, and other “idealists.” In a 
rather interesting account, interspersed 
with frequent quotations from his diary and 
from letters and inter-office memoranda, 
Peek sketches events as he saw them from 
the beginning of the New Deal to his resig- 
nation late in 1935. The tenor of the book 
is indicated by such chapter titles as 
“Broken Promises,” “The Plow-Up and the 
Kill,” “The Muddle of Foreign Policy,” 
“Founding an Un-American Policy,” and 
“Internationalism Gone Wild.” 
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It is probably not possible at present to 
determine with any degree of accuracy the 
validity of Peek’s ideas as against those of 
the New Dealers. The NRA, the AAA, 
and other programs do appear at this dis- 
tance to have been pretty badly off in some 
respects. Questions of tariff and foreign 
policy are not so simple as Peek would have 
us believe, and it is barely possible that 
Roosevelt, Hull, et al, are doing as well as 
Peek could do. 

While this book throws a little light on 
the mner workings of New Deal politics, 
it is interesting chiefly as an example of the 
conflict of personalities and philosophies in 
a changing social situation. Peek repre- 
sents the old-school American individual- 
istic philosophy, and a great part of his 
difficulty arose from the irreconcilable in- 
compatibility between himself and such 
men as Rexford Tugwell, Jerome Frank, 


and Mordecai Ezekiel. 
Guy B. Joanson 
Chicago 
Kerner, CHARLES Davin, Jr. Social 


Aspects of the Banana Industry. New 
York: Columbia University Press, 1936. 
$3.00. 


Tn an earlier volume called The Banana 
Empire, the author and J. H. Soothill re- 
viewed the development of the great fruit 
companies, their far-reaching economic 
control of the resources of manyeof the 
Caribbean countries, and the political in- 
fluence which they have there come to 
exercise. The analysis showed the corpora- 
tions discussed to have acted as many 
similar organizations have done in the 
United States and elsewhere, but to have 


* succeeded in obtaining a much higher de- 


gree of influence in local affairs than else- 
where, because of the weaknesses of the 
local governments. The conclusion was 
reached that capitalistic organization of the 
fruit industry had resulted in widespread 
abuses and that it should give way to 
“production for use.” 

The author now turns his attention to 
the social consequences of the develop- 
ment of the banana trade. His chapters 
are based on research in company reports, 
public documents of the United States and 
the Caribbean republics, and interviews 
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with persons closely connected with the in- 
dustry. He reviews dispassionately the 
effects of the fruit industry upon the land- 
holding system, the return of the independ- 
ent planter, the low wages of the laboring 
classes, the poor health conditions of the 
plantation areas, the absence of social secu- 
rity, and the efforts of the laborers through 
organization to better their condition. 
The picture makes a highly unfavorable 
contrast with what has been won in more 
industrialized areas. 

The conclusions reached are that the 
great companies, though they have much 
to their credit, have not discharged their 
social responsibilities. It is not argued that 
the abolition of the capitalistic system is 
necessary, but that the corporations should 
be satisfied with smaller profits, that small 
landholding should be encouraged, and 
that promotion of democracy in the Carib- 
bean must depend largely on the develop- 
ment of codperatives, unions, and social 
legislation by the Caribbean governments. 

To the social objectives sought, few of 
Mr. Kepner’s readers wil] take exception. 
Some, familiar with the conditions of tropic 
agriculture, will €eel that even with great 
advance in all the lines mentioned, the 
prospect is far from encouraging. The 
fruit industry is transient, and from its 
nature is disappointing to those anxious for 
permanency. ‘Its prosperity may depend 
as muka on control of marketing as on that 
of production. Monoculture appears to be 
characteristic of the region where it is de- 
veloped. Many tropic areas have found 
that a handicap which they have been un- 
able to throw off in spite of long continued 


efforts by both governments and private 


interests. 

The very fertility of the soil may he a 
serious disadvantage when many regions 
enter production, for even if competition 
is free—and perhaps especially when it is 
free—they may create cutthroat’ competi- 
tion one against another, Finally, there is 
the curse of a too benignant climate, not 
conducive to high industrial effort, thrift, 
and the development of local capital to 
replace that which still comes largely from 
foreign lands. Until some, at least, of these 
factors come to play less important rôles, 
the prospects for materially higher stand- 
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ards of living and for the creation of a 
citizenry which can develop democratic 
governments will not be bright. 
CHESTER LLOYD JONES 
University of Wisconsin 


Beck, James M., and Merre THORPE. 
Neither Purse nor Sword. Pp. xii, 210. 
New York: Macmillan Co., 1936. $2.00. 


This book, like all of the late Mr. Beck’s 
books of recent years, is written from the 
point of view that the American people are 
the worst enemies of their own liberties. 
There would be little good in reviewing the 
argument in extenso. It is familiar to all 
who are acquainted with current contro- 
versies—and others would not be interested. 

It is pertinent, however, to note Mr. 
Beck’s evaluation of judicial review. I 
quote from Mr. Thorpe’s Preface: “The 
American people have been lulled into a 
false sense of security by the fixed belief 
that the Supreme Court will automatically 
and effectively preserve the Constitution 
through judicial decisions. This is the 
great illusion of our political life. It has 
impaired the spirit of vigilance, which still 
remains the price of liberty. The Amer- 
ican people would have been more vigilant 
in preserving the Constitution, if they had 
not placed undue reliance upon the power 
and disposition of the Supreme Court to 
do so.” 

There is probably something to this; but 
the point can hardly be conceded which Mr. 
Beck takes for granted, namely, that the 
Constitution is preserved only when judi- 
cial review is used to negative the action of 
the other agencies of popular government. 

The title of the book harks back, of 
course, to Hamilton’s contention in the Fed- 
erajist that since the judiciary controls 
neither the purse nor the sword, it “is be- 
yond comparison the weakest of the three 
departments of power.” ‘There was doubt- 
less considerable validity to this dictum in 
1787. Today it has about as much rele- 
vancy to normal conditions, when the forces 
of social disctpline are operative, as would 
the idea that the Supreme Court is nine 
times as strong as the President, since there 
are nine Justices and only one President! 

Epwarp S. CORWIN 

Princeton University 
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Carr, Ropert K. Democracy and the Su- 
preme Court. Pp. 142. Norman: Uni- 
versity of Oklahoma Press, 1936. $1.50. 


In his first inaugural address of 1861, 
Lincoln placed this issue before the coun- 
try: “. . . the candid citizen must confess 
that, if the policy of the government upon 
vital questions affecting the whole people 
is to be irrevocably fixed by decisions of the 
Supreme Court . . . the people will have 
-ceased to be their own rulers, having to 
that extent practically resigned their gov- 
ernment into the hands of that eminent 
tribunal.” With equal candor and sim- 
plicity Dr. Carr, assistant professor of Gov- 
ernment at Oklahoma University, presents 
the issue anew in this little volume, and in 
a world fast developmg into a desert of 
government by bayonet we are enviably 
fortunate to find ourselves in one of the few 
democratic oases where issues such as these 
can still be fully aired. 

The burden of the book-is that in striking 
down New Deal legislation the Court, 
through the alchemy of judicial review, has 
transferred to itself a most generous share 
of Congress’ discretion and arrogated unto 
itself a veto power surpassing the Presi- 
dent’s. A chapter is devoted to each of the 
leading cases involving such legislation, 
from the Railway Pension Case to the 
Guffey Coal Case. The author knows how 
to carve without cutting himself and he has 
done a fine job. Especially fine is the 
chapter on the AAA decision, wherein the 
indigestible weight of Mr. Justice Roberts’ 
opinion is handsomely diagnosed and dis- 
sected—nor does Dr. Carr fail to dip his 
scalpel in the deliciously dangerous fluids 
of irony and satire. The author reaches 
his center of severity when he arrives at 
the Carter Case. Here he contrasts the 
Carter Case (where the Court truncated 
the Guffey Act) with the Tèpaldo Case 
(where the Court struck down the New 
York minimum wage law for women and 
children) , and, unable to retain his vitriol 
further, accuses a majority of the Court of 
evasion bordering on hyprocrisy. 

According to a medical expert, Dr. 
Thomen, there are only two cures for bald- 
ness—choosing the proper ancestors, and 
enduring it. Those believing that the 
Court should be “corrected” are not so 
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limited in the choice of remedies, nor is 
this a continental case where inquiry into 
paternity is forbidden. The remedy here, 
says Dr. Carr, is to “place the final power 
to determine the legislative policies of our 
American government in the highest demo- 
cratic tribunal in the land, Congress, it- 
self” (p. 130). There is nothing to fear in 
doing this. We need not emulate the 
Court and, in Powell’s phrase, marshal a 
“parade of imaginary horribles” to show 
what dire consequences will follow. 
Power, like everything else, is subject to 
abuse, no matter who holds it. In Eng- 
land power was transferred from Lords to 
Commons, and the British Empire has not 
fallen (p. 122 et seq.). 

Various methods of achieving this trans- 
fer of power from the Court to Congress 
have been suggested. Dr. Carr’s closing 
pages are devoted to a brief discussion of 
these methods: constitutional amendment 
to curb the court, constitutional amend- 
ment to confer on Congress power to regu- 
late industry and agriculture, “packing” 
the Court, and so forth. 

The book is intended for the layman, 
and thus brings Corwin atid Powell to the 
doorstep of the public at large. Written 
with engaging ease and casual simplicity, 
it is pabulum essential to the American lay- 
man’s socio-economic diet. Whether one 
agree with its thesis or not is quite im- 
material, for decency and honestyen dis- 
agreement and refutation presuppose 
knowledge of the issues involved, as surely 
as Kuclid’s tenth theorem presupposes his 
first postulate. And I wish that some 
Gideon Society of political scientists would 
take to distributing this volume, for it is 
“as obvious, simple, and vital as the red- 
white-and-blue jacket which covers it. 

Bernard F. CATALDO 

University of Pennsylvania 


Bares, Ernest SuraerLanD. The Story 
of the Supreme Court. Pp. 377. New 
York: Bobbs-Merrill Co., 1936. $3.00. 


Since Dr. Bates never intended to write 
an exhaustive history of the Supreme 
Court, he has very sensibly confined him- 
self to such details as he requires in order 
to carry out his prime intention, to show 
that our highest tribunal has been through- 
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out its existence inspired by a single, con- 
tinuing purpose, the protection of property. 

At the outset, there was an element of 
the accidental about this. The founding 
Fathers were evenly divided between aristo- 
crats and libertarians. The prestige of 
Washington brought the Federalists into 
power at first, but their reign lasted only 
twelve years, to be followed by more than 
half a century of almost uninterrupted 
democratic rule. Yet John Adams’ last- 
minute appointment of Chief Justice 
Marshall was destined to outweigh all the 
political strategy of the humanitarians and 
agrarians, When death finally brought an 
end to his dictatorship, the special ques- 
tions arising from slavery loomed so large 
in his successor’s mind that Taney’s natural 
bias toward the rights of man was fatally 
conditioned by his fear of its effect on the 
particular interests of the section, from 
which he came. 

Dr. Bates has been eminently successful 
in demonstrating how, through the period 
of industrial expansion after the Civil War 
down to the present day, the Court has 
consistently been packed in favor of prop- 
erty; and has, y interpretation, managed 
to thwart every effort of the legislature to 
protect human rights. 

The author has been just as adept, with- 
out growing either technical or long-winded, 
in showing the lay reader how, by a sly 
succession of enlargements never originally 
intended, the Supreme Court has become 
the preponderant arm of our government. 
It today exercises a veto power more potent 
than all the positive efforts of the Congress 
and the Executive. It has become the 
greatest bulwark of property which exists 
anywhere in the world. 

ALPHONSE B. MLER 

Philadelphia 


Sovre, Grorce. The Future of Liberty. 
Pp. 187. New York: Macnfillan Co., 
1936. $2.00. e 
Any thoughtful person seeking under- 

standing of pending issues in our national 

life will benefit from a careful reading of 
this timely book. Readers who are familiar 
with Soule’s writings need hardly be re- 
minded of the liberal and democratic bias 
of the author. Nor should they be sur- 
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prised (or shocked) at the realistic exami- 
nation of the so-called American liberty 
tradition. The first three chapters are 
given to some revealing lessons in the posi- 
tive idea of liberty which afford the setting 
for the basic proposition of the book, 
namely, that the much talked-about Amer- 
ican liberty, if it is to represent more than a 
meaningless abstraction, must be inter- 
preted through the medium of experiences 
of national purpose. The difficulty of dis- 
covering in our national history one central 
and abiding purpose renders the quest for 
understanding of liberty in the positive 
sense perplexing. 

The body of the book is accordingly de- 
voted to the presentation and the inter- 
pretation of evidence of what liberty has 
meant in America. The liberties sought 
by individuals and groups were desired for 
specific purposes. Conflicts of particular 
purposes brought conflicts of ideas and 
meanings of liberty. And so the story 
moves on from one conflict to another— 
conflicts between the pre-revolutionary 
Fathers and European authority; between 
Federalists and anti-Federalists; between 
Democrats and Whigs; between slave own- 
ers and free-soilers; between Northern 
manufacturer-protectionists and Southern 
planter-free-traders; between open shop 
employers and closed shop unionists; be- 
tween Liberty Leaguers and New Dealers. 
With the growing complexities in our eco- 
nomic life and with the power which resides 
in large-scale economic enterprise, these 
conflicts of purpose become more pro- 
nounced, The essence of these conflicts is 
in the effort of groups to use the powers of 
government to interpret and enforce the 
traditional American liberty, residing in the 
Bill of Rights and the Fourteenth Amend- 
ment, to their own advantage. The point 
of view and emphasis in the chapters deal- 
ing with liberty concepts in relation to pur- 
pose is well illustrated in these sentences: 

. Liberty League liberty means fight- 
ing against government as a dangerous 
regulator or rival of private business enter- 
prise. We have seen that the effort is 
either to control government so that it 
shall not exercise this power, or if govern- 
ment cannot be so controlled, to combat it 
and disobey it.” Thus recourse is taken to 
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a reémphasis on the “New States’ Rights” Roses, S. McKee. Modern Individual- 


and to the commerce clause. The Supreme 
Court, in its function to “interpret the 
Constitution,” again becomes the guardian 
of the people’s liberties. 

The way toward a positive liberty in a 
complex and highly integrated national 
economy is explored in the last four chap- 
ters. New devices for restoring and pre- 
serving a competitive system, progressive 
taxation of wealth and incomes, effective 
government controls of currency and 
credit, planned public works, government 
control of industrial wages and hours—all 
of these are briefly examined, but found to 
be “peripheral.” Experience has demon- 
strated that either laissez faire or a regu- 
lated capitalism comes far short of assuring 
“socialized” liberty (that is, benefits of a 
positive liberty for all rather than the 
abstract, negative liberty with its blessings 
to dominant groups). The alternative 
path toward the new liberty of the future 
leads directly into a socialized economy— 
a socially directed economy, planned and 
operated for abundance of production and 
consumption. This requires general agree- 
ment on what shall be the national purpose 
—national purpose set above the purposes 
of conflicting groups. 

The central thesis of the book is estab- 
lished; that is, from the author’s point of 
view. But like all essays on liberty, it 
leaves the meaning of liberty without a 
universally acceptable definition. Persons 
who find abundant historical evidence, past 
and present, of restrictions on individual 
freedom by the powers of government will 
not be convinced that an extension of col- 
lective action through government is the 
best way to achieve liberty for the indi- 
vidual. The author has rationalized the 
concept of liberty in terms of a particular 
economic and social philosophy. By Lib- 
erty Leaguers, economic “royalists,” and 
traditional constitutionalists, the book will 
probably be considered heresy. Its careful 
reading by persons of whatsoever political 
and economic faith, however, may be a 
useful next lesson m learning the realities 
of mid-twentieth-century America. 

Raymond D. THOMAS 

Oklahoma Agricultural and 

Mechanical College 


ism. Pp. ix, 174. New York: Harper 
& Bros., 1937. $1.50. 


Mr. Rosen believes that the notion of the 
individual has changed since the age of 
the enlightenment—at least among certain 
British writers on politics and economics. 
If I understand him correctly, it is his idea 
that during the eighteenth and nineteenth 
centuries political and social thinkers re- 
garded the individual as a fixed, autono- 
mous, political and economic atom, strug- 
gling for his own life, liberty, and happiness 
at his own risk. Now, under the impact of 
socialism, anti-intellectualism, and inter- 
nationalism, this view is giving way to 
another which sees men as “mainly the 
products of impulse. In a favorable en- 
vironment they may be able to achieve an 
organization of their drives into what can 
be degeribed as intelligent action. Their 
behavior is the result of the interaction of 
nature and nurture; and where outlet to 
their energies is denied them, there result 
inner conflict and disintegration. Men 
differ widely at bigth in their capacities and 
potentialities; and the organization of their 
lives which they may acħieve is, in each 
instance, unique. They are, in short, indi- 
viduals, individuals who become what they 
are largely because they live and develop 
in social groups whose traditions and 
growth condition the organization of their 
impulses, Such a socio-biclogica® view 
stands in striking contrast to that of a 
traditional individualistic social science.” 

To establish this conclusion, Mr. Rosen 
summarily restates the political and eco- 
nomic ideas of a selection of English writ- 
ers, among others notably John Stuart Mill, 


°T. H. Green, Graham Wallas, the Webbs, 


H. G. Wells, Bernard Shaw, Harold Laski, 
and G. A. Tawney. His broad summaries 
of the opinions of these writers seem to me 
interesting and sufficiently correct, but he 
does not lead me to feel that his conclusion 
follows naturally or logically from this 
parade of doctrines. The conclusion may 
be implicit in them, and I think that it is. 
But I do not feel that Mr. Rosen has been 
at any pains to explicate it. He has little 
to say about individuality and individual- 
ism, and much about Messrs. Webb, Shaw, 
Wells, et al. on government, business, and 
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Socialist projects for their re‘ormation. 
But neither individuality itsek ror the 
predicated steps in the process o: it3 trans- 
formation ever come clearly and. distinctly 
into the foreground of the argument. The 
resu-t is a confusion in the readers mind 
as tc just exactly what Mr. Roser is driving 
at. If his point is that of the sentences 
quoted above, then his method of exposi- 
tion has been such as to keep it submerged 
nd doubtful. The total impression one 
gets is that the author has not yet clarified 
his cwn meaning to himself. 
H. M. KALLEN 
New School for Social Research 


Wurmeneap, T. N. Leadership in a Free 
Sceiety. Pp. xv, 266. Carn bridge, 
Mass.: Harvard University P-ess, 1936. 
$2.00. 

Bath the title and the problem of this 
book are stated in general terms, Sut the 
discussion is in terms of leaderslxp n busi- 
nessand industry. This procedure is justi- 
fied Dy the fact that business an 1 industry 
are the dominant institutions aroind which 
our society is organized, and the zonditions 
of leadership bere are the comlitions of 
leadership everywhere. 

Tae book is divided into th-ee parts: 
The Foundations of an Industrial Society, 
The Development of an Industrial Society, 
and a Conclusion. 

Whet are the foundations of an in lustrial 
society? The “economic man” and the 
logical motive of profit play an im >ortant 
rôle both in theory and in fac, dut ac- 
court must also be taken of non-logical and 
ever irrational behavior in und2rs:anding 
thes: foundations. The auther’s treat- 
menz of social actions, customs, and senti* 
menzs as a part of the theory of ar indus- 
trial society, and the factual studies of 
spec-al groups in an industry which show 
how they supplement and interfere with the 
bogical motives of industry, are illumi- 
nating. There is also a penetsating analy- 
sis cf the evolution of modern leadership 
and of the social functions of am adminis- 
` trator. 

Tke discussion of the developriert of an 
industrial society Jacks cohererce. Indi- 
vidual chapters are well done, but it is 
difficult to see the development of an in- 
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dustrial society as the theme which binds 
them tcgether. The chapter on Progres- 
sive Mzenagement presents some new de- 
tails, but there is little in the chapter not 
already suggested in Chapters V and VI. 
The chepter on Financial Reward is a de- 
velopment of what has already been said 
on the same subject in Part I. The func- 
tion of trade unions as they have developed 
in this country and in England is well 
stated in the eleventh chapter. The rôle 
of fashion and a method of dealipg with 
the irrationalities of style and advé¥tising 
are wel presented in two chapters. The 
author’s predilections are easily seen in two 
chapters entitled The Relations between 
Government and Industry, and Socialism 
and Oter Systems. A thesis about the 
development of an industrial society is sug- 
gested tn these chapters, but the method 
of its treatment scarcely suffices to give 
coherenze to this part of the book. 

The -itle of the concluding chapter of 
the book is Restatement of the Problem. 
While tiere is much of constructive think- 
ing in tais chapter, its title is also descrip- 
tive. The problem of leadership in a free 
society needs further explication. Indus- 
try has disturbed the orderly run of society. 
As a result, our society lacks integration, 
and the very character of progressive man- 
agemen runs the risk of increasing the 
disintegration. But wisdom im action re- 
quires tne continuance of understood ways 
of life. ‘The social responsibilities of busi- 
ness leadership in an industrial society are 
the same as the responsibilities of the lead- 
ership cf any other institution which finds 
itself the dominant institution of its so- 
ciety. These responsibilities are not being 
met and cannot be met so long as account 
is taker. only of the logical motives of in- 
dustry. In a democratic society the lead- 
ers of its dominant institutions must act 
socially 

Any ane interested in Whizehead’s prob- 
lem wil do well to read his book. Some 
one else will approach the subject with 
other predilections and will add to what 
this au-hor has said, but there are both 
knowlecge and sound judgment here. Mr. 
Whitehead likes the English tradition of 
gradual development of social institutions. 
He is a:most convinced that this tradition 
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has cosmic significance. ' It certainly has 
grounds in social psychology and in sociol- 
ogy. His conviction on this pomt lends 
itself to a conception of almost absolute 
leadership in our society for the business 
and industrial leader. This reviewer 
thinks that the thesis of relative leadership, 
leadership ad hoc, developed by T. V. Smith 
in The Democratic Way of Life is prefera- 
ble to the more absolute leadership pre- 
sented by Mr. Whitehead. 
M. R. GABBERT 
University of Pittsburgh 


Noack, Urren. Katholizität und Geistes- 
freiheit Nach den Schriften von John 
Dalberg-Acton. Pp. 377. Frankfurt; 
1936. RM 8.50. 


That a book by a German Protestant on 
the subject of Catholicism and intellectual 
freedom should appear at this moment is 
in itself interesting. Dr. Noack, who has 
used the writings and letters of Lord Acton 
for his study of the problem, does not, how- 
ever, draw conclusions which would settle 
the modern dilemma; he is content to quote 
Acton’s own words that the final relation 
between spiritual and worldly power would 
be the end of all history. With unfailing 
sympathy Dr. Noack analyzes the intel- 
lectual and practical difficulties encoun- 
tered by Acton, who insisted that there 
must be freedom not only to investigate the 
history of the church as an institution, but 
also the “evolution” of its dogma. Free- 
dom of scholarship was essential for an un- 
derstanding of the church and its teachings. 
Acton’s deep moral sense, combined with 
historical knowledge, made him the foe of 
the doctrine of papal infallibility, not so 
much on dogmatic grounds, but because 
this doctrine seemed to him to sanctify, the 
deeds of all the popes, and especially "the 
Inquisition. 


Lord Acton, above all, feared and hated: 


the absolutist centralized state, whether 
called a monarchy or a democracy. In the 
absolutist state the individual or the cor- 
porative body may be deprived of freedom 
either by the sovereign or by the democratic 
majority. To Acton, the outcome of the 
American Civil War was a terrible blow; it 
represented the victory of the false democ- 
racy of the French revolution over the 


vidual states. 


Y 


principle of self-government by the indi- 
In his own present, Eng- 
land most closely approximated the ideal, 
for it retained the medieval independence 
of such corporative bodies as the church. 
His hope for the future was in a free church 
in a free state, ultimately in one reunited 
Catholic Church in a state self-governing 
by the moral principles of the church. 
Only then would there be complete freedom. 
This was the answer of a great nineteenth- 
century liberal Catholic to the problem of 
intellectual freedom. 
E. A. BELLER 
Princeton University 


Mounscu, Rocer. LD Individu dans le 
Déséquilibre Moderne. Pp.233. Paris: 
Librairie Félix Alean, 1936. 15 Fr. 


The author’s thesis is that the disequi- 
librium existing in civilized nations is one 
between mankind as a moral force and 
creative intelligence, and his works, which 
have surpassed the power of human con- 
trol, and of which he is no longer the mas- 
ter. The rapid development of science, and 
its application to utilitarian ends, have not 
been accompanied by am equally acceler- 
ated development of general intelligence 
and moral character. The expansion of 
individual personality and the raising of 
the level of culture and intelligence have 
been inhibited by a general misapprehen- 
sion of the methods and conclusions of sci- 
entific thought. 

The superficial interpretation of science 
has made of materialism a sort of religion. 
The contempt for everything that cannot 
be explained in laboratories has swept away 
the accumulated wisdom of the past, in- 
° cluding religion, the primary means by 
which man has sought to obtain a balance 
between his own powers and the world in 
which he lives. In materialism the author 
finds the reason for the failure of the ma- 
jority of*men to release the latent powers 
that exist ig human personality and to de- 
velop a personal and social morality with- 
out which no society can long endure. 

The subordination of the qualitative 
aspects of culture has come about through 
the excessive specialization of the sciences 
and even of branches of the same science. 
The mass of data to be dealt with has de- 
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veloped analysis at the expense of zynzhesis; 
kut these two approaches to truthzare com- 
plementary. Taken together, taey con- 
stitute an equilibrium. The adeption of 
this point of view by a segment of the com- 
munity capable of independent theugit will 
serve to raise the cultural and incelEctual 
level of society. 

Even the ordinary man can echieve a 
small synthesis of his own, if, witou: bias, 
ke becomes receptive to all the suzgestions 
ecnveyed by intelligence and refle=-ticn, the 
study of the sciences as well as ct mature, 
the lessons of the past as well as the the- 
cries of the present. In the ordhary run 
cf men, this attitude results in 2 certain 
ktermony and stability which may ‘be called 
“common sense”; in superior indiwdcals, it 
results in those contributions of genius that 
in the past have lifted mankind -o aigher 
levels of thought and action. 

At a time when democratic “orts of 
social organization are being chalenged by 
r.val programs, this study of th= fumda- 
mental bases of democracy is mož tmely. 
It prevides no immediate and easg solution 
for the various maladjustments, pclitical 
ard economic, that derive ultimaœly from 
tre basic disequilibrium between zhe rates 
cf individual and scientific advone. It 
Coes, however, offer illuminating sagges- 
tons for the construction of the pEilosophi- 
cal basis necessary for the orien-at?on of 
the sooml sciences, and the coher=nce and 
consistency of social policies. 

Burnuam N Dew. 

Princeton University 


-Raprarp, Wom E. DIndwicu et 
PÊtat dans ?Evolution Consti-uteonelle 
de ia Suisse. Pp.ix, 566. Zurch Edi- * 
tions Polygraphiques, Société A-onoyme, 
1936. 14 Fr. 

This extensive treatise by a dist-nguished 
Ewiss political scientist is almo=t m the 
rature of a constitutional history of Swit- 
verland for the period from W® ^o the 
present, regarded from the point ei view of 
the effect of Swiss constitutiona. progres- 
sion on the relations between Hdividual 
end state. Many important cantonal as 
well as federal developments are -eviewed. 
The scholarship and the documen-atzon are 
painstaking and exhaustive, frecueat use 
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being made of lengthy quotations from 
official seurces, The systematic and de- 
tailed nature of the volume will perhaps 
make it zather tedious reading to anyone 
not vital-y interested in the Swiss govern- 
mental system. 

After preliminarily admitting that the 
terms “individual” and “state” are abstrac- 
tions, Reppard nevertheless regards it as 
possible and significant to trace the effect 
of constizutional evolution since 1789 on 
the individual’s relationship to the state. 
In generz], this evolution has been three- 
fold: (1) The sphere of individualism has 
been enlerged as such liberties as freedom 
of religion, of speech, and of industrial and 
commerc:al intercourse have been recog- 
nized anc guaranteed against governmental 
encroachment; (2) the domain of direct 
democracy has been increased through such 
devices 2s a broadened universal suffrage 
and the initiative and referendum; and (3) 
the scope of centralized collectivism or 
étatisme has been expanded as the state 
has been placed increasingly in the service 
of satisfying the needs of individuals. 
Paradoxizally enough, the achievement of 
the third of these objectives (evident 
mainly since 1874) has resulted increasingly 
in a negation of the first. “In demanding 
always more services from the state and in 
augmenting incessantly its competence in 
order to permit it to render them, the indi- 
vidual tends involuntarily to reéstablish 
the old authority and to become dependent 
upon it” (p. 16). 

Although Rappard intimates that his en- 
tire analysis is objective and that he uses 
the term “liberalism” throughout “without 
attaching either an approbative or a deroga- 
tory sense to it” (p. 448), a perceptible 
biag of nineteenth-century liberalism, 
laisser-fa're-ism, and dislike of much eco- 
nomic collectivism pervades the whole 
book. While apparently condoning much 
social, caltural, and humanitarian inter- 
vention, Rappard seems to view with defi- 
nite foreboding measures of heightened gov- 
ernmentel collectivism in specifically 
economic spheres. He manifests alarm, for 
example, at the heavy and accelerating 
increases in tax and debt burdens, and 
characterizes governmental measures to 
subsidize the wheat industry and maintain 
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wheat price levels as accomplished with an 
“increasing unconscionableness” in the past 
fifty years (p. 489). He favors a moderate 
étatisme “which, while renouncing the sub- 
stitution of itself for the individual and the 
prescription for him of his tasks and his 
methods, will limit itself to facilitating the 
accomplishment of the former and the ap- 
plication of the latter” (p. 537). But the 
collectivism of today cannot endure, 
Either it must become “productive” or 
yield to a less liberal régime on the Soviet 
or Fascist model. As a “citizen” he can 
only hope that liberty and democracy will 
triumph over étatisme, especially as ex- 
hibited in the dictatorships (p. 536). 

The above dichotomy between liberty- 
cum-democracy and étatisme seems over- 
simplified and unduly formalistic. Thus, 
no doubt a given governmental expenditure 
or regulation may infringe on the liberty of 
taxpayer or individual regulated. It may 
also violate the canon of abstract indi- 
vidual liberty, formalistically conceived, in 
nineteenth-century fashion, as freedom 
from governmental restraint. Neverthe- 
less, collectivistic measures (including 
many taken In dictatorships) can only for- 
mally be regarded as infringements on indi- 
vidual liberty, conceived generally and 
abstractly. To some they may actually 
enlarge—or be regarded as enlarging—their 
liberty or freedom from restraint. Adverse 
groups or individuals will, on the contrary, 
be restrained or feel restrained. No vague 
abstraction like “liberty” (especially as 
overladen with nineteenth-century conno- 
tations) can possibly be used to analyze 
satisfactorily the complex conflicts of inter- 
est and influence in the modern world. 


“Liberty” may still be a historie and * 


mighty political symbol; it no longer eon- 
stitutes an adequate category for “objec- 
tive” analysis of political phenomena. 
Max A, SHEPARD 
Ithaca, N. Y. 


Merriam, Cuartes E. The Rôle of Poli- 
tics in Social Change. Pp. 149. New 
York: New York University Press, 
1936. 

What is politics? What is economics? 

It is commonly believed that these are 

mutually exclusive categories. It is the 


_ 


task of these lectures to examine this belief. 
That the econemic order has been revolu- 
tionized by technological discoveries is a 
commonplace. These changes have neces- 
sarily had political and social results which 
the holders of 2conomic power fear; hence, 
while ruthlessly scrapping old equipment 
and processes in the economic sphere and 
conducting themselves as radicals in that 
sphere, they seek to avoid the inevitable 
results of such action by a constant appeal 
to a system of values based upon a former 
system of prceduction. It is the task of 
statesmanship to make the technological 
radical enougk of a political and social radi- 
cal to prevent the rise of such tensions as 
will lead to violence and the resulting waste 
of social energy. In this necessary work 
of reorganization, a great obstacle is the 
notion that politics is one thing and eco- 
nomjes another and quite sharply differ- 
entiated one. “It is this dogmatism that 
has stood in the way of breaking down 
many of the barriers between types of di- 
rection which are difficult to classify as 
economic or poligical, but which are vitally 
necessary in the course of social develop- 
ment of western nations’*(p. 118). 

Most of the emerging forms of adjustive 
action which the author lists are neither 
exclusively “political” nor “economic” as 
those terms have been traditionally under- 


' stood. Some degree of “political” action 


may be involved im them but, t#ken to- 
gether, they ‘Illustrate the fact that systems 
of social control are so complex and so sub- 
tle in their content as to elude hard and 
fast classification. A complete understand- 
ing of these complexities is not the work of 
a day, but tke author is entirely right in be- 
lieving that the attempt to reach such an 
understanding is the necessary first step, if 
we are to avoid the pessimism which is the 
prelude to violence and destruction. 
. Lane W. LANCASTER 
University of Nebraska 


4 
Mellwain, Charles Howard, Essays in 
History end Political Theory in Honor 
of. Pp. x, 871. Cambridge, Mass.: 
Harvard University Press, 1937. 
Professor McIiwain is the only person 
who should try to review this volume. His 
own wide interests have led his students to 
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range even more widely in selecting topics 
for these essays. They begin with Pro- 
fessor Lear’s excellent study of “The Idea 
of Majesty in Roman Political Thought” 
and end with Professor Chase’s investiga- 
tion of the present-day “St-ugzle for 
Autonomy of the Church of England.” 
They are not confined to purely European 
subjects; Professor Wittke writes on “Par- 
liamentary Privilege in the Empire,” while 
Professor Wright discusses the “Early His- 
tory of Written Constitutions in Amer- 
ia.” 

A sort of nucleus is formed by six essays 
on English political theory and practice be- 
tween 1300 and 1700. Of these, Professor 
Birdsall’s “Study of the Dispens ng Power 
of English Kings” is outstanding The 
author shows that the general medieval the- 
ozy of kingship gave the ruler supreme au- 
thority to care for the public wafare. 
Thus the king could not be bound br man- 
made laws. Only when the king’ political 
leadership was challenged coulc hs dis- 
pensing power be limited. Professoz Rez- 
neck’s essay on “The Treal of Treason in 
Tudor England” gives some excelleat 2x- 
amples of the way in which modern or 
even liberal political ideas might grew un- 
der the surface of Tudor Despotisn. Pzo- 
fessor Shepard’s article on “The Political 
ard Constitutional Theory of sir John 


Fortescue” performs a service in ealliag at- 


tention to Fortescue’s little-known werk 
De Natura Legis Nature, but is besed upon 
a somewhat peculiar conception of the state 
of English society in the fifteenth cemtury. 
Dr. Maguire shows how the “Attazk of the 
Common Lawyers on the Oath ex oficio” 
laid the foundation for the Englisk rele 
against self-incrimination. Professor Jud- 
son, ina very interesting article, discusses 
Henry Parker’s influence on the growth of 
the theory of Parliamentary sov2rewnty. 
Mrs. Weske shows how reluctant,:he Eng- 
lish clergy were to attend Parharcent and 
Convocation. : 

The two remaining essays are Mr. 3ald- 
win’s study of theories of certain stxte=nth- 
century theologians regarding the arian of 
political power, and Mr. Palmer’s brie? his- 
tory of “The Concept of Public Opinion m 
Poktical Theory.” It should be evident 
that almost every student of polit.cal the- 
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ory or government will find something to 
interest him in this volume. 
JOSEPH R. Strayer 
Princeton University 


Strause, Leo. The Political Philosophy 
of Hcbbes. Pp. xvii, 172 New York: 
Oxford University Press, 1936. $3.50. 


This 2xcellently done, scholarly piece of 
work is well worth the effort involved in 
reading it. It is a painstakmg, thorough- 
going amalysis of the evolution of Hobbes’ 
political thinking, based on a study of not 
only his major work, The Lzviathan, but 
also his earlier works and writings. Uti- 
lizing p-imarily the genetic approach to 
the study of Hobbes, the essay investigates 
the factors, ideological and practical, in- 
volved im the elaboration of Hobbes’ earlier 
and lazer, more mature statements. 
Strauss presents Hobbes’ philosophic posi- 
tions as they are stated and subsequently 
restated, and compares them for similari- 
ties and differences in outlook and in em- 
phasis. The major problem is to explain 
the sources of the positions teken and the 
nature snd the factors involved in the 
changes. 

Humanism, scholasticism, Puritanism, 
and aristocracy were the decisive infiuences 
in Hobbes’ early thinking, and Strauss ex- 
amines Hobbes’ writings chronologically to 
determine at which points and to what ex- 
tent each of these was transformed, re- 
jected, o~ re-evaluated. The analysis is 
careful and thorough and the comparisons 
are supported by ample cizations and 
quotations, listed at times in parallel col- 
umns in order to drive certain points home. 
The author does more than reszrict himself 
to an ana.ysis of Hobbes’ own writings; he 
attempts to get at the factors influencing 
them, and is particularly concerned with 
the effect of the discovery by Hobbes of 
Euclid’s mathematics and the natural sci- 
ences on the original contr.butions of 
Hobbes tc political philosophy. 

His study permits Strauss to investigate 
to a large> or lesser extent the relation of 
Hobbes te Descartes, to Spinoza, and to 
Hegel. It permits him to trace the rela- 
tionships cf the author of the Leviathan to 
Thucydides, to Plato, and to Aristotle. It 
permits examination of Hobbes’ attitude 
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towards democracy and towards absolute 
hereditary monarchy; towards Scriptures 
and positive religion; towards the function 
of history in political philesophy. It per- 
mits an elaborate discussion of his psy- 
chology of vanity and fear of death as these 
relate to Hobbes’ attitude on the preferable 
-political structure, and the nature of 
morality and of virtue—aristocratic and 
bourgeois. It permits (and this is not the 
least contribution) the essayist to make his 
own keenly acute suggestions and criticisms 
as to the positions assumed by Hobbes and 
as to his relationships with other political 
philosophers. 

The book is a valuable contribution to 
our current writing in political theory be- 
cause of its scholarliness, its methodology, 
and its content. ‘The issues it discusses still 
have immediate relevance in modern polit- 
ical thinking, It will repay the student of 
theory who reads it, and its author is to 
be congratulated. 

Hymen Ezra COHEN 

University of Chicago 


THOMAS, NORMAN., After the New Deal, 
What? Pp. ix, 244. New York: Mac- 
millan Co., 1986. $2.00. 


One who reads this book after the election 
should agree with the author that “it is 
not... a campaign document” (p. vii), 
for the problems it attacks—-credit infla- 
tion, unemployment, constitutional reform, 
and, to mention no more, social security and 
the preservation of peace through economic 
and political reorganization—go deeper 
than the confused issues of the campaign 
and remain, today as yesterday, the sorest 
problems of our generation. Although Mr. 
Thomas discusses these questions from a 
socialist point of view, he is not an uncom- 
promising Marxist; and his analysis ‘will 
consequently interest liberals who cannot 
reach his conclusions. 

In a brief post-mortem the author diag- 
noses the New Deal as a “temporary capi- 
talist recovery” (p. 24) which does not 
solve the persistent dilemma of profitable 
ownership and potential production. To 
prevent the Supreme Court from obstruct- 
ing peaceful but drastic change, Mr. 
Thomas urges adoption of a constitutional 
amendment that would specifically em- 
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power Congress to enact socialism into law. 
With objective realism and psychological 
acumen he analyzes at length the drift of 
popular forces toward socialist or fascist 
alternatives to the present order. “After 
the New Deal, what?” An American 
variation of fascism, predicts Mr. Thomas, 
which will surely come with war or another 
depression, unless a concert of farmers, la- 
borers, and the lower middle class should 
first direct us toward a “codperative com- 
monwealth.” Hence “the issue is revolu- 
tionary” (p. 231). 

This book has historical value as a state- 
ment of position by the leader of the Amer- 
ican Socialist Party in 1936. He finds 
himself, undismayed, to the left of the Com- 
munists, believing that the situation here 
does not require indiscriminate union of 
democratic forces, that isolation and neu- 
trality are to be preferred to international 
collaboration against fascism, and that any 
farmer-labor party must be collectivist 
rather than reformist, not merely “a tail 
to the Democratic kite” (p. 227n), if it 
is ever to achieve socialism. The task of 
Socialists, according to Mr. Thomas, con- 
tinues to be one of educagion and organiza- 
tion of the masses “for that revolutionary 
change which is essential to real security 
and abundance” (p. 233). 

Election results might seem to indicate 
failure in this task. But American social- 
ism since 1900 is best judged by the degree 
to which other parties have translated its 
immediate demands into law, and by the 
increasingly collectivist complexion of 
popular attitudes toward property and the 
satisfaction of social needs. This volume 
is another contribution to such ends. 

Rocer W. Sxuae 

Princeton University 


Dmmock, MarssaLL E, Modern Politics 
and Administration. Pp. xiii, 440. 
New York: American Book Co., 1937. 
$3.00. . 

This “Study of the Creative State,” so 
subtitled, correlates the inter-disciplinary 
techniques of the institutional state with 
the functional dynamics of the service state. 
As such, it is a procedural contribution to 
political science. 

Dr. Dimock has undertaken a pragmatic 


254 


search for a new solution to the old prob- 
lem of the proper reconciliation of liberty 
and authority. He portrays the modern 
state as a service instrument, characterized 
by industrialism and urbanization. The 
implications of these two forces tend to 
nullify the advantages of the new ideology. 
Thus the advance of industrialization 
precipitates political remote control, while 
progressive urbanization expands the func- 
tions of government. In the process, indi- 
viduality and liberty become subordinate 
to an impersonal, irresponsible bureaucracy. 
Hence a reformulation of objectives that 
will compel sound public administration on 
the one hand, and direct control by an en- 
lightened citizenry on the other, are neces- 
sitated. That, in brief, is the author’s 
problem—and that is his solution. 

Assuming the absolute worth of human 
personality to be pivotal, provided it is re- 
leased from fear, Dr. Dimock swings £ dis- 
cerning searchlight around the circle of gov- 
ernmental activity, throwing its essential 
continuity into sharp relief. Institutional 
politics are illuminated gn the clockwise 
swing. ‘Theories and practices of modern 
governments are surveyed. Because of its 
superior moral merits, the concept of repre- 
sentative democracy emerges with renewed 
strength. 

Reversing the ambit and moving counter- 
clockwise, we see the technical merits of 
public administration—this in its generic 
sense. The dark corners of policy execu- 
tion, managerial strategy, inducted man 
power, and other aspects of administration 
are revealed. 

Thus having shown that the ends of the 
modern state have shifted from rule to 
service, and having shown that this shift 
places the individual in a strategic position, 
the author concludes that it is possible to 
combine the technical merits of responsible 
bureaucracy with the moral merits of the 
new individualism. 

The advanced student will find much 
for which to be grateful in this book. 
There is no new terminology to be mas- 
tered before one reaches basic ideas. The 
footnotes are unusually interesting and in- 
structive. The critical bibliography at the 
end of each chapter constitutes a valuable 
addition. The accepted position on most 
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topics in political science is clearly set 
forth. 

On the other hand, Dr. Dimock’s dis- 
tinctive methodology—in many ways the 
outstanding feature of the book—is at once 
disturbing and stimulating. For example, 
his functional emphasis makes all levels of 
government equally important by taking 
them out of their customary compartments 
and rearranging them from the focal point 
of services performed for the individual. 
Moreover, in choosing compromise rather 
than one or other of the alternatives, the 
author’s fundamental approach is subject to 
the charges generally levied against electi- 
cism. Nevertheless this is a scholarly 
book, carefully executed. It deserves 
thoughtful consideration from a wide pro- 
fessional public. 

Frances L. REINHOLD 

Swarthmore College 


BROMAGE, Arraur W. State Government 
and Administration in the United States. 
Pp. ix, 678. New York: Harper and 
Bros., 1936. $3.50. 


This book is designed as a text for college 
and university courses in American govern- 
ment. The writing of a book on state gov- 
ernment today is a task presenting many 
difficulties. The first of these is that it is 
no longer realistic to speak of levels of gov- 
ernment in the United States as if they 
were sharply separated. He who writes on 
state government must really write on na- 
tional-state-local government, so numerous 
and subtle and complex are the relations 
between what might once have been re- 
garded as different levels of government. 
To do this with any thoroughness would 
require two books the size of the stout vol- 
ume before us. What a formidable assign- 
ment for the American undergraduate! 
Another difficulty is the fact that if the 
government of the state is to be presented 
as a going concern, by paying adequate at- 
tention to the functions performed, the 
writer ought to be something of a lawyer, 
an engineer, a sociologist, an accountant, 
a health expert, a social worker, and a man 
of the world. Finally, in a country as ex- 
tensive and as varied as the United States, 
the popular desires and the political and 
governmental standards within each sec- 
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tion—almost within each commonwealth— 
differ so widely that any general discussion 
is bound to have about it an air of unreality 
which can be dispelled only by testing every 
generalization against its local variant. 

Mr. Bromage doubtless recognizes these 
difficulties as clearly as anyone. Certainly 
he is not responsible for zhem, or for the 
requirement that our collages teach thou- 
sands whose resistance to instruction is al- 
most absolute. No detailed discussion of 
his subject matter is possible here. Five of 
the twenty-four chapters are devoted to the 
history and development of state govern- 
ment, the place of the states in the Union, 
and modern state constitucions. ‘These are 
important matters, but it seems to the re- 
viewer that they might have been treated 
more briefly and the space saved devoted 
to a more thorough discussion of the newer 
state-Federal relations developed within re- 
cent years. The treatment of organization 
and administration occupies roughly half 
the book, and four chapters, or a little more 
than a hundred pages, are devoted to local 
government and administration and state- 
local relationships. There are concluding 
chapters on the political activities of the 
voters and the future of the states in the 
Union. 

So far as adverse criticism is concerned, 
there is little to be recorded. The author 
shows a sure command of, and complete fa- 
miliarity with, the source and monographic 
material on the subject, and the book gives 
every evidence of gigantic industry and 
painstaking care in assembling and sum- 
marizing this material. The organization 
of the executive, legislative, and judicial 
departments is presented with admirable 
thoroughness, which is trua also of such staff 
agencies as those dealing with finance, and 
personnel, Functional services, however— 
what the states actually do—are disposed 
of in thirty pages. This +s doubtless inevi- 
table as long as we continue to think of 
“government” and “administration” as sep- 
arate things to be dealt with in the two se- 
mesters into which all knowledge—for bac- 
calaureate degree purposes—has come to be 
divided. Mr. Bromage’s book is easily one 
of the best in the field, and in our present 
academic setting is well conceived and exe- 
cuted. It may be that the only way to 
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escape the difficulties to which we have re- 
ferred is to go back—or forward—to Aris- 
totle. 
Lans W. Lancaster 
University of Nebraska 


SenninG, Jonn P. The One-House Legis- 
lature. Pp. xviii, 118. New York: Mc- 
Graw-Hill Book Co., 1937. $1.50. 


The adoption by Nebraska of a one- 
house state legislature again centers atten- 
tion upon a reform long advocated by stu- 
dents of government and already adopted 
by most of the cities of the United States. 
The unicameral legislature has been advo- 
cated for many years by United States Sen- 
ator George W. Norris. The success of the 
campaign in Nebraska for the one-house 
system must be credited largely to the re- 
spect in which Senator Norris is held by the 
people of that state. 

John P. Senning, professor of political 
science at the University of Nebraska and 
author of this volume, took an active part 
in supporting the constitutional amend- 
ment. He has now given us a thorough and 
understandable discussion of the relative 
merits of the bicameral and unicameral 
systems. The first chapter of his volume, 
“The Theory and Practice of Bicameral- 
ism,” is an excellent summary of the his- 
torical background of the two-house legis- 
lature, the constitutional checks placed on 
legislative bodies, and the patent defects of 
bicameralism. 

The second chapter presents a historical 
study of the unicameral movement from 
1912 to 1930. This material serves as an 
excellent preface to the following chapter, 
“Nebraska Adopts a Unicameral Legis- 
lature.” The Nebraska constitutional 
amendment is an excellent study of com- 
promises. Unable to agree on the number 
of legislators, the amendment provides that 
“the Legislature shall consist of not more 
than fifty members and not less than thirty 
members.’ The necessity for a recall pro- 
vision was eliminated by fixing the term of 
office at two years. The legislators are to 
be elected on a nonpartisan ballot. This 
provision, the author points out, “is not as 
striking as it appears, because Nebraska 
voters have not been accustomed to take 
their party adherence seriously, nor have 
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party ties in recent years had a cénspicuous 
influence in legislative procedure” (p. 63). 

An able presentation of the case for the 
one-house legislature points to the simpli- 
fication of the legislative process, Com- 
mittees are smaller, responsibility cannot 
be shifted to the “other house,” the legisla- 
tive process becomes visible to the people, 
legislative costs are reduced, and lobbying 
becomes more difficult. 

The last chapter, “Suggested Trends for 
the Unicameral Legislature,” will provoke 
some controversy. The author suggests 
that all committee hearings, proceedings, 
and votes of members should be made pub- 
lic records. Politicians will not view such 
a proposal with equanimity. Other rec- 
ommendations include a nonpolitical legis- 
lative reference bureau, a legislative coun- 
cil, and greater control of lobbying. Most 
political scientists will heartily indorse these 
objectives. 

Cartes C. Rowirine 

University of Pennsylvania 


Gaus, Joun M., et al. The Frontiers of 
Public Administration® Pp. ix, 146. 
Chicago: University of Chicago Press, 
1936. $2.00. 

Meram, Lewis. Public Service and Spe- 
cial Training. Pp. ix, 83. Chicago: 
University of Chicago Press, 1936. $1.50. 
The National Bureau of Economic Re- 

search was organized in 1920 to make of 
research in the social sciences a realistic 
means of helping our nation to meet its 
problems. It is a pioneer in the organiza- 
tion of this approach to social science, and 
it has succeeded in creating an independent 
center to codperate with existing academie, 
governmental, business, and other research 
agencies. Also, it has succeeded in assem- 
bling a qualified staff and equipping a sta- 
tistical laboratory. These two admirable 
studies are products. 

The first deals, as its title indicafes, with 
what might be called the content of public 
administration, for, as our authors very 
properly insist, the theoretical foundations 
of public administration must be known 
more widely and more accurately. As they 
point out, the success of the New Deal 
largely turns on the issue of administrative 
competence. 
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Professor Leonard D. White of the Uni- 
versity of Chicago and now a member of 
the Federal Civil Service Commission, in 
his introductory chapter on the “Meaning 
of Principles,” points out that “a principle, 
considered as tested hypothesis and applied 
in the light of its appropriate frame of ref- 
erence, is as useful a guide to action in the 
public administration of Russia as of Great 
Britain, of Iraq as of the United States. 
True, administrators cannot always await 
the search for principles before deciding 
upon action; true, also, that even where ex- 
perience or experiment makes clear the 
principle, administration may close its eyes 
to discovered truth; but in the long run 
practical recognition of principles is not eas- 
ily avoided. New agencies and techniques 
for the discovery and dissemination of 
principles in public administration may well 
mark the twentieth century as the first in 
which this phase of government emerged 
from the twilight into the consciousness 
of society.” 

In the second volume, Lewis Meriam of 
the Brookings Institution discusses such 
questions as: Should university training be 
required of all public administrators; which 
is of greatest value and importance—exten- 
sive specialized training before entry into 
government service, or after? From his 
long, varied, and successful career in con- 
nection with the Federal service, Professor 
Meriam explains typical tasks involved in 
running a huge administrative machine, 
the personnel required to man that ma- 
chine, the kind of training they need, and 
how and when they should receive it. 

The author believes that in the universi- 
ties certain aspects of public administration 


“can best be taught in the professional 


schools and in the customary subject-mat- 
ter divisions. But he does not favor a 
special school of public administration, al- 
though he attaches value to a limited num- 
ber of courses given for their cultural as 
distinguished from their vocational value. 
He urges the students who would enter the 
public service to specialize in some field of 
interest for which there is a reasonably con- 
sistent demand, and to absorb instruction 
in public administration in conjunction 
with this specialization. He recommends 
that they take certain tool courses such as 
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English composition, statistics, and ac- 
counting. He urges them to look for their 
careers to themselves and to their profes- 
sion, and not to the service of a particular 
employer, public or private. 

These two books, small though they may 
be, are encouraging evidence not only of the 
usefulness of the Bureau’s activities, but 
also of the growing interest in the whole 
subject. 

Cuinton Rocers Wooprurr 

Philadelphia 


JENSEN, JENS P. Government Finance. 
Pp. xxxii, 595. New York: Thomas Y. 
Crowell Co., 1937. $3.50. 


Thirteen years ago Professor Jensen 
wrote a text on public finance. It had con- 
siderable merit but was somewhat elemen- 
tary in character. The author has now 
supplanted this early work with a com- 
pletely new and much better book. Gov- 
ernment Finance is the work of a mature 
scholar. It is conceived along broad lines, 
is well balanced and carefully written. It 
pays more attention to theoretical questions 
than any other contemporary American 
text. Its reasoning is clear and straightfor- 
ward, The various questions are regarded 
in relation to political and economic factors 
and are considered from the point of view 
of the citizen at large, rather than that of 
the businessman especially. 

The influence of conflicting interests upon 
the extent and the character of public ex- 
penditures is extraordinarily well stated. 
The principle of balancing the marginal 
utilities of public and private spending is of- 
fered as a guide to budget makers who seek 
to maximize social welfare. It is admitted, 
however, that the optimum balance is unat- 
tainable. ; 

Clear and helpful classifications of public 
revenues and taxes are-provided. The prin- 
ciples of apportionment of taxes are sensi- 
bly discussed. The author considers the 
principle of “economy” to be of paramount 
importance. He holds that taxation should 
be so apportioned as to interfere least with 
socially desirable production, consumption, 
and distribution of wealth, and to offer the 
greatest possible encouragement thereto; 
and he approves of the use of taxation for 
nonfiscal purposes. The history, the char- 
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acteristics, and the strong and weak points 
of each tax are clearly brought out in the 
book; the special tax problems involved in 
the financing of roads, schools, and the re- 
quirements of war and depressions are indi- 
cated; and the difficulties in taxation aris- 
ing out of our dual (Federal-state) system 
of government are intelligently discussed. 
The section on public credit is concise and 
to the point and stresses principles rather 
than facts. The last section of the book 
covers budgeting, collection of revenues, 
custody of funds, control over disburse- 
ments, accounting, auditing, and reporting. 

A few shortcomings may be noted. The 
discussion of the price policies of public 
enterprises is not very adequate. In this 
respect the book does not differ from other 
texts which likewise neglect this important 
subject. The chapter on the shifting of 
taxes, although very competent, is far too 
condensed. It presumes too much pre- 
existing knowledge cf the subject on the 
part of the reader. The obscure term 
“taxonomy” is used in the titles of several 
chapters (Taxonomy of Public Expendi- 
tures, Taxonomy of Public Revenues, and 
others). For the benefitef the uninformed 
reader we may say that this term is not a 
derivative of the word “taxation.” It 
means “the science of classification.” The 
reviewer found the students in his class in 
public finance unable to define this term. 
Some of them thought it meant “ghe eco- 
nomics of taxation” and one even took it 
to mean “the stuffing of birds,” confusing 
it with “taxidermy”: Obviously, in using 
this term, the author overestimated the 
vocabulary of the American student and 
average reader. But all these are minor 
defects. Professor Jensen has written a 
first-rate book. The intelligent reader who 
will turn to it for information will be satis- 
fied. 

PAUL STUDENSKI 
New York University 


JENNINGS, °W. Ivor. Cabinet Govern- 
ment. Pp. vii, 484. New York: Mac- 
millan Co., 1936. $5.50. 


It is generally considered unwise to be 
very enthusiastic about a new book, but 
even the most casual reader cannot fail 
to notice that Dr. Jennings has written a 
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book more authoritative than most, where- 
as perhaps only a student in the'same field 
can fully appreciate his combination of ex- 
tensive and accurate information with 
analytical skill. 

“The cabinet is the core of the British 
constitutional system,” writes the author. 
The book consequently is a survey of the 
whole broad field of the principles and 
practice of the central government of Eng- 
land. Not so pontifical as Dicey nor so an- 
tiquarian as Anson, lacking in Bagehot’s lit- 
erary skill and imaginative insight, without 
Lowell’s skillful selection of detail, Jen- 
nings’ book nevertheless belongs side by 
side with these few classics of the modern 
English constitution, and possesses the fur- 
ther advantage of being up to date. 

The author starts with a chapter on the 
British constitution, outlining briefly the 
modern theory as to the law, the practice, 
and the conventions of the constitution— 
a subject which he handled fully and bril- 
liantly in a volume, The Law and the Con- 
stitution, published in 1933, and in a criti- 
cally appreciative article “In Praise of 
Dicey” (Public Administration, April 
1935). The bulle of the book is a discus- 
sion of four great interwoven subjects: the 
choice of ministers, the organization and 
procedure of the cabinet, the working of 
the government departments, and the pow- 
ers of the sovereign. Though it is hard to 
praise ane part of the book over another, 
most readers will find more of novel infor- 
mation in two places: the discussion of the 
relations between sovereign and ministers, 
and the analysis of “treasury control.” 

Mr. Jennings’ method of handling his 
subject-matter more nearly resembles that 
of Lowell than that of the other authors 
mentioned above. Since the English Gov- 
ernment at any given moment is what the 
recent past has made it, he examines gov- 
ernmental practices as they were developed 
in the reign of Victoria, and traces ‘them up 
to 1936. Not only has he a comprehensive 
knowledge of such standard and all-impor- 
tant sources for the knowledge of the ac- 
tual working of the English system as 
Queen Victoria’s Letters, Sir Sidney Lee’s 
Life of Edward VII, and Lord Esher’s Jour- 
nals, but he has caught up each item of in- 
formation from biographies and memoirs 
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of other Victorians and Edwardians and 
even of contemporaries such as Snowden, 
Lloyd George, and Austen Chamberlain. 
It is apparent also that he has learned a 
great deal directly and personally from 
men in the government and in the civil 
service. 

In addition to this volume and the earlier 
one on the theory of the constitution men- 
tioned above, Mr. Jennings is author of 
Parliamentary Reform (1934), editor of 
the Local Government Chronicle, and, 
since 1936, writer of notes on administra- 
tive law for Public Administration. A 
graduate of the University of Cambridge, 
and a barrister, he is reader in English law 
at the University of London. Unlike most 
contemporary Englishmen who have writ- 
ten at length on the government of their 
country, he is neither so reactionary as to 
see the present only in terms of the past 
nor so revolutionary as to judge it in the 
light of things he wishes to come. 

E. P. CHASE 

Lafayette College 


Wepewoop, Josran C., and Anne D. Hott. 
History of Parliament: Biographies of 
the Members of the Commons House, 
1489-1509. Pp. lv, 984. New York: 
British Library of Information, 1936. 
$10.25. 


This is the first volume of a series which 
will cover the history of Parliament from 
1264 to 1918. These six and a half cen- 
turies of Parliamentary history are to be 
broken up into short periods. For each pe- 
riod there are to be three volumes, one giv- 
ing the biographies of members of the 
House of Commons, one, “lists and analyses 
of all members of both houses in each Par- 
liament, with . . . offices, party, age, con- 
stituency and experience,” and the third, a 
history of “political development and ac- 
tion.” This is a somewhat clumsy ar- 
rangement, since it will force students to 
work with three volumes at once when they 
wish to study a given period. On the other 
hand, the bulk of the material to be pre- 
sented is so great that the extent of time 
which could be completely covered in a 
single volume is too short to have any his- 
torical unity. Unfortunately, while this 
first volume covers a long enough period, 
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the terminal dates are such that it has lit- 
tle coherence. There is not much in com- 
mon between the reigns of Henry VI and 
Henry VII. 

This History of Parliament has received 
the support of many members of both 
Houses and is published by the Stationery 
Office, but it is not an official history. 
Funds for publication are being collected by 
a private committee instead of being pro- 
vided by the government. Colonel Wedg- 
wood and his collaborator apparently have 
had none of the assistance in collecting 
and sifting facts which editors of an official 
publication could command. 

It is necessary to stress the unofficial 
character of the work, first, because the ap- 
pearance and the description of the volume 
are misleading; second, because many er- 
rors which would be inexcusable in an offi- 
cial publication can be pardoned when it is 
remembered that the book is the product 
of the devotion and the labor of one man. 
Colonel Wedgwood has a tremendous task 
toaccomplish. Naturally, he cannot linger 
too long on any one period. Material has 
been collected patiently and thoroughly, 
but it has been organized too rapidly. The 
whole book shows signs of having been 
written ina hurry. The Introduction con- 
tains several statements which are not in 
accord with our latest evidence; for exam- 
ple, it allows too much importance to the 
supposed shift from petitions to bills at the 
end of the fifteenth century. The biogra- 
phies contain conclusions unjustified or 
even contradicted by the evidence availa- 
ble. 

For example, take the case of Thomas 
Croft. According to Colonel Wedgwood, 
Croft was granted various offices by Henry 
VII in 1485 and died in 1488. But the 
Thomas Croft who was given these offices 
forfeited them for murder in 1492. The 
list of justices of the peace also shows that 
this Croft held office in Gloucestershire as 
late as 1492. (This on the strength of 
Colonel Wedgwood’s own authority, the 
Calendar of Patent Rolls.) So the 
Thomas Croft who held these offices can- 
not be the Thomas Croft whose will was 
proved in 1488. Either Thomas Croft, 
M.P., held no office under Henry VII, or he 
lived at least until 1492. 
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Other evidence of haste may be seen in 
the fact that the book is not self-consistent. 
For example, William Biconyll bequeathes 
a gold cup on page 74, while a cross refer- 
ence to this event, on page 155, has William 
Byconnel bequeathing a silver gilt cup. 
Elizabeth Brandon, daughter of Sir Richard 
Wingfield, page 103, becomes daughter of 
Sir Robert Wingfield, page 956. The sons 
of Sir William Brandon are called William 
and Thomas, page 108, but one of them be- 
comes Robert on page 102. Dates of birth 
and death which are purely hypothetical 
are quite properly printed in italics in the 
biography of the person to whom they re- 
late. But in cross references the italics are 
too often forgotten. This is unfair, since 
many guesses as to age and relationship of 
the later generation of M.P.’s are based on 
the dates given in cross references, and the 
reader should be warned that these dates 
are not certain. 

These errors in details will be especially 
irritating to the specialist in fifteenth-cen- 
tury history. The reader who is trying to 
form a general idea of the nature of the 
early House of Commons will be less trou- 
bled. The bulk of the work is sound; the 
essential pattern appears in biography after 
biography, and is not affected by slips such 
as those noted above. The reading of a 
hundred or so of these lives will give a feel- 
ing of the social and political structure of 
fifteenth-century England which cag be ob- 
tained from no other work; for these mem- 
bers of Parliament were the men who man- 
aged England, under the direction of the 
King and the great nobles. ‘They were pri- 
marily administrators—only secondarily 
and occasionally legislators. They were 
servants of the king, servants of the higher 
nobility, agents of the great central admin- 
istrative bureaus, representatives of the 
country aristocracy of sheriffs and justices 
of the peace, or mayors, aldermen, and re- 
corders 8f the larger towns. Most mem- 
bers eithey, had a government job when 
they entered the Commons, or acquired one 
soon after serving. Few men were returned 
to more than two Parliaments. Service in 
the Commons was a burden associated with 
a political career; 1t was not an end in itself, 
The fight for power went on outside Parlia- 
ment. When any faction had won a tem- 
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porary victory, the men in control sent their 
relatives and supporters to the Commons to 
register the result. Boys under age could 
carry out their families’ bidding, and the 
king could choose absentee representatives 
for the little boroughs which he controlled. 
Only the great towns, which tried to remain 
neutral during the disorders of the century, 
regularly sent aged and experienced men— 
usually ex-mayors or  ex-recorders—to 
Westminster. 

The family connections of these M.P.’s 
are also worth study. The smallness of the 
dominant group is noticeable. Most of the 
knights of the shire were related to one 
another or to some peer. Many of them 
represented the third generation of their 
families in the House. On the other hand, 
new families were rising, getting land, and 
forming fortunate marriage alliances. So 
Cecil, Canning, and Sidney broke into the 
ruling class. j 

To make it possible to generalize from 
the information contained in these 2,600 
biographies, a complete statistical anlysis 
is needed. This is begun, but only begun, 
in the brief Introduction. More is prom- 
ised in the Lists eolume, which it is to be 
hoped will soon appear; for only a complete 
analysis will make available to the general 
student the extraordinary riches contained 
in this work. 

Joseren R. STRAYER 

Princgton University 


LACHAPELLE, GEORGES. Elections législa- 
tives, 26 avril et 3 mai, 1986. Pp xvi, 
344. Paris: Le Temps, 1936. 


It is scarcely necessary to point to the 
usefulness of this publication: The number 
of votes obtained by each candidate is 
listed for every “canton”; the party affilia- 
tion—so difficult to ascertain in France, 
where the label chosen by the candidate 
frequently serves more to hide than to re- 
veal his political views—is stafed with 
great care; the introduction obtains useful 
information on the number of deputies 
elected in the first ballot, on the profession 
of the deputies, on the percentage of new- 
comers, and so forth. 

However, it is to be regretted that when 
summing up the result of the elections, La- 
chapelle gives the number of votes ob- 
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tained by each party in six major groups. 
Only the Radical Socialists, the orthodox 
Socialists, and the orthodox Communists 
form a group of their own. The others 
are combined into three groups, namely: 
the Right, the Moderate Right, and the 
Moderate Left. In Group “No. 1,” for ex- 
ample, the Agrarians and the Alsatians are 
listed with the Conservatives and the Re- 
publican Federation, from whom they dif- 
fer in a great number of points. In Group 
“No. 4° the Young Republic and the dissi- 
dent Communists have been lumped to- 
gether with the dissident Socialists, the in- 
dependent Radicals, and so forth. This 
presents difficulties when the material is 
considered from the point of view which 
Lachapelle himself regards as central, 
namely, the effects which proportional rep- 
resentation would have had if it had been 
in use. However, anyone who wishes to 
give this question a more careful examina- 
tion can rearrange the material on the 
basis of the statistics which the author gives 
for the individual constituencies, although 
this involves a considerable amount of 
work. 

Mr. Lachapelle takes the opportunity in 
this publication to renew his plea for pro- 
portional representation. It is interesting 
to note that he rejects as insufficient all at- 
tempts, prevailing in Anglo-Saxon coun- 
tries, to put this electoral system into oper- 
ation in small constituencies. He does not 
ignore the fact that this can be done only 
by sacrificing “proportionality,” since it is 
difficult for small parties to obtain the num- 
ber of seats to which they are entitled on 
the basis of the vote cast for them. Al- 
though Mr. Lachapelle has the great ad- 
vantage of being on the side of logical 
consistency in this matter, it is otherwise 
difficult to understand his demand for pro- 
portional representation. His figures dem- 
onstrate once more that the majority system 
is a difficult handicap for political radical- 
ism to overcome. The Communists with 
1.5 million votes obtained 72 seats, and the 
Radicals with 1.4 million, 109 seats. Maore- 
over, almost all the Communist deputies are 
elected with the help of the other parties 
of the Rassemblement Populaire. Thus, as 
a result of the majority system, they are 
prisoners of their moderate allies, whereas 
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proportional representation would give 
them full freedom of action. Would they 
have supported Mr. Blum had he not been 
able to give them to understand that a 
dissolution of the Chamber would endanger 
almost all their seats? On the other hand, 
Mr. Lachapelle is correct in pointing out 
that proportional representation would free 
the other parties as well as the Communists 
from the necessity of concluding electoral 
alliances. But is it not also true that this 
would be accompanied by doctrinal rigidity 
such as created the so-called “political plu- 
ralism” in Italy, Germany, Austria, and 
Greece, which made the formation of dem- 
ocratic majorities impossible and thereby 
caused the breakdown of democracy? 

However, in commenting upon these few 
details of the introduction, the reviewer of 
this painstaking publication does not in- 
tend to minimize its value as a whole. 
The political scientist knows that without 
Mr. Lachapelle there would be no accurate 
data upon which to arrive at an understand- 
ing of French politics. 

F. A. Hermens 
Catholic University of America 


Lixneparcer, Pavut Myron ANTHONY. 
The Political Doctrines of Sun Yat-sen. 
Pp. xiv, 278. Baltimore: Johns Hopkins 
Press, 19387. $2.75. 


Among the personalities who attracted 
world-wide attention during the first quar- 
ter of the present century, Sun Yat-sen, 
the Chinese revolutionary, is one of the 
most interesting. A little more than a dec- 
ade has passed since his death, so it is much 
too soon to appraise his actual accomplish- 
ment. But his theories and his programs 
have been examined time and again, and 
we may expect that the discussion wil] be 
carried on almost indefinitely. This is es- 
pecially true because his last expression of 
faith, in the form of the sixteen lectures of 
the San Min Chu I, which were delivered 
in 1924, was hurriedly prepared, unfinished, 
and practically unrevised. Like Holy 
Writ, a text may be found therein to sup- 
port almost any cause. 

Dr. Linebarger has added another exposi- 
tion to the literature on the political doc- 
trines of Sun Yat-sen. His method is to 
present a chapter on the ideological, social, 
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and political background of Chinese thought 
and behavior, and then take up the theory 
and the programs of the “Three Principles” 
as set forth in the Sen Min Chu I. His 
bibliography and footnotes indicate that he 
has made good use of the available litera- 
ture. That he is in agreement with some 
and in disagreement with others of the pre- 
vious commentators is to be expected. 

While welcoming this painstaking exam- 
ination and exposition as a worthy addition 
to the literature of the subject, the re- 
viewer cannot accept the opinion of the 
distinguished author of the Foreword that 
this book “renders obsolete all previous vol-° 
umes in Western languages on modern Chi- 
nese political philosophy.” Space permits 
only a suggestion rather than an analysis 
of his reasons. Entirely too much knowl- 
edge on the part of the reader is taken for 
granted; the significant events in the life of 
Dr. Sun Yat-sen, which must have influ- 
enced his thinking, are scarcely referred to. 
The treatment lacks critical detachment. 
The materials have not been used with nice 
discrimination, and some most frequently 
cited should have been used with caution. 
And no attempt has been made to check 
the words of Dr. Sun with his deeds. A 
discussion of his announced views which 
does not take into consideration his actual 
practices, seems to lack a proper sense of 
reality. 

To avoid confusion it should ke noted 
that the author, Dr. Paul Myron Anthony 
Linebarger, is the son of Judge Paul My- 
ron Wentworth Linebarger, author of Sun 
Yat-sen and the Chinese Republic. 

Payson J. Treat 

Stanford University 


Brierty, J. L. The Law of Nations. Pp. 
vill, 271. 2d ed. New York: Oxford 
University Press, 1936. $1.75. 


This well-known little book has, accord- 
ing to the author, the character of an in- 
troduction» for the student beginning the 
study of international law or for the lay- 
man interested in international affairs. 

The first chapter is devoted to the origin 
and the character of international law. 
The author starts with the rise of the mod- 
ern state and the conception of sovereignty, 
and shows admirably in a few pages how 
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this modern, centralized state came into 
being in opposition to feudalism within and 
to Pope and emperor outside, but how, 
nevertheless, feudalism has left a legacy of 
conceptions. As a reaction against the as- 
sertion of the complete separateness of 
every state, an assertion fully in contrast 
with the medieval idea of the unity of 
Christian Europe, the new international 
law comes into existence, under the strong 
influence of the jus nature and the Roman 
law, considered as the “ratio scripta.” 

In the second chapter the author takes 
a strong stand against the conception of 
the absolute sovereignty of the state as the 
principal barrier against the progressive 
development of international law. As for 
its foundation, neither the “jus nature” 
—theory of the “fundamental rights” of 
states nor the positivistic theory of the 
purely voluntary and consensual character 
of international law is scientifically tenable. 
As for the “jus naturee,” the legal character 
of a rule and its reasonableness or justice 
—in other words, law and polities of law 
—must be clearly distinguished. As for 
the latter theory, it is, Fa a distortion 
of facts, and, seeond, fails as an explana- 
tion. For the problem of the foundation 
of international law, as of all law, is clearly 
a metajuridical problem, with which the 
philosophy of law has to deal. In con- 
tradistinction to the pseudo-positivistie 
theory,ethe author conceives international 
law as an objective, international legal 
order, and this conception is the basis of 
his theory of the source of international 
law, which is legal in character, but primi- 
tive. This primitiveness is shown by the 
weakness of the institutional side, the 
smallness of its range, the uncertainty of 
many of its rules, and the slowness of its 
development. It is evident how near the 
author stands to the theory of international 
law of the “Vienna School.” 

After these fundamental probfems, the 
author treats the topics of independent 
and dependent states, recognition, termina- 
tion of the existence of a state, the interna- 
tional Jaw concerning the territory of 
states, the problems of jurisdiction of states 
under international law, state responsibil- 
ity, treaties, international disputes, inter- 
vention, self-defense, and reprisals. 
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This small book is based on a full and 
wide knowledge of the whole literature on 
international law, and fully considers the 
most important recent “cases.” It em- 
phasizes the need for dealing first with the 
basic philosophical and theoretical prob- 
lems. It is throughout theoretically cor- 
rect, modern, progressive, strictly Juridical, 
unbiased, unprejudiced, and free from 
hypocrisy or forced ignoring of vital prob- 
lems—as is clearly shown by the author’s 
excellent discussions of treaties imposed by 
force, of the real difference between legal 
and political conflicts, of the msistence on 
international legislation as a method of 
peaceful change, and of the sanctity of 
treaties. The book, written with an ad- 
mirable clarity of language, rests on the 
belief that international law is “neither a 
chimera nor a panacea,” and is inspired 
throughout by an outlook along truly in- 
ternational lines. 

It is in this way that this small volume 
constitutes the realization of a rare com- 
bination: understandable to the beginner, 
it is, at the same time, delightful reading 
for the most advanced. 

Joser L. Kunz 

University of Toledo 


BUSTAMANTE Y Sirvin, ANTONIO SANCHEZ 
DE. Derecho Internacional Público. 
Tomo III. Pp. 602. Habana: Carasa 
y Cia., 1936. 


This is the third volume of the great 
treatise on international Jaw, a treatise 
which constitutes the work of a life and 
an important contribution to the literature 
on international law, written in the Span- 
ish Janguage. It is the work of Busta- 
mante, the foremost international lawyer 
of Cuba and a judge of the Permanent 
Court of International Justice at The 
Hague. 

The present volume, carefully indexed, 
deals with the territory of the states, the 
modes of acquisition and loss of territory, 
international servitudes, state succession, 
the law of international treaties, the inter- 
national responsibility of states, and pre- 
scription in international law. 

From the methodological point of view, 
the treatment is in the broad manner of 
Fauchille’s treatise. The discussion of 
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every topic gives first a survey of the litera- 
ture on the subject. Elcer authors, like 
Grotius, Vitoria, and Vattz2l are only occa- 
sionally used. But the bcok makes use of 
most of the modern treatises on interna- 
tional law, published in the different great 
languages, and of mary monographs. 
Particularly interesting is the wide use 
made of Spanish, Spanish American, and 
Brazilian literature. On the other hand, 
many very important works are used only 
slightly or not at all. This is sometimes 
true of the most modern and scientifically 
valuable contributions, such as the works 
by Anzilotti, Hyde, Kelsen, Scelle, and 
Verdross. W. E. Hall is cuoted only once, 
and J. L. Brierly not at alL The literature 
on each topic is followed by the corre- 
sponding articles, in Spanish translation, 
of the private codification proposals by 
Bluntschli, Dudley Field, Fiore, Internos- 
cia, and Pessoa. Full us2 is made of the 
work of the Institut de Droit International, 
of the American Institute of International 
Law, of the Rio de Janeiro Commission 
of Jurists, of the Pan American Confer- 
ences, of the jurisprudence of the League 
of Nations, and of the corresponding inter- 
national treaties; unfortunately the sources 
of the treaties are not given. 

Therefore, while this manner of treating 
the subject gives a great deal of valuable 
information and opens tc the student the 
gates of further investigations, no use is 
made of the official diplomatic correspond- 
ence. In the Continental fashion, the 
author never mentions eases decided by 
municipal courts, and very rarely and 
rather superficially, cases decided by inter- 
national tribunals. 

As to the contents, the author treats 
particularly broadly som2 problems, espe- 
cially interesting to Latin America, such 
as the principle of discovery, the title of 
papal grant, uti possidetis, and the regula- 
tion of debts between Spain and her former 
colonies after their independence. 

Generally speaking, the work is objective 
and inspired by a truly international think- 
ing. In some parts it is evident that the 
author’s attitude is politically influenced 
by the fact of his being the national of a 
small state. Therefore the emphasis is 
upon sovereignty and independence, and 
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he speaks against “the tendencies to con- 
vert human mankind into a super-state, 
governed for the interest and convenience 
of its most powerful members.” The de- 
fense of the territory is, according to the 
author, not only a right but an interna- 
tional duty. The status of the maritime 
belt is full property and sovereignty of the 
adjacent state. The author is fully in 
favor of the Calvo-clause, against a far- 
reaching espousal of national claims by 
powerful states, done often more for po- 
litical reasons and on the basis of power 
than on a legal basis. The granting of a 
naval station in a foreign country is for 
the author not an international servitude, 
but a special contract which in no way 
impairs the sovereignty of the conceding 
state. 

Some chapters are particularly detailed 
and valuable, as, to give just one example, 
the Chapter on interpretation of treaties. 
Other chapters are highly interesting and 
progressive in character, such as the chap- 
ter on the conditions of validity of treaties, 
on treaties concluded under duress, or the 
statement that Sne of the essential condi- 
tions of an acquisitive prescription of terri- 
tory is the consent cf the population con- 
cerned. 

But from a constructive, scientific, 
juridical point of view, the work is old- 
fashioned. The territory still is “a solid 
part of the globe,” a geographica], not a 
juridical conception. Treaties still have 
their origin in un concurso de voluntades. 
The author, coming directly from the Ro- 
man law, unites all the topics treated in 
this volume under the name of “Derecho 
Público Internacional Civil.” This is, in 
this reviewer's judgment, a basic error. It 
is by no means only a terminological ques- 
tion, but a problem of fundamental con- 
ceptions. According to the author, the 
territory of states is “the object of a right 
of propetty” qualified as “sovereign prop- 
erty,” whigh must not be confused with 
private property. Apart from the question 
of what is “sovereign property,” this con- 
struction is certainly erroneous. While it 
is perfectly true that, e.g., the modes of 
acquisition and loss of territory come, his- 
torically speaking, from the Roman law 
and still today bear signs of this historical 
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origin, it is inadmissible to ‘teach that 
states in border conflicts have: the three 
actions of private Roman law: rei vindica- 
toria, finium regundorum, and communi 
dividundo. The law of territorial sover- 
eignty is juridically entirely different from 
the private law of real estate. Equally 
untenable is the construction of vessels or 
airplanes as a floating—or flying—portion 
of the territory, emphasizing that this is 
not only a metaphor but a juridical reality. 
It is also inadmissible to identify interna- 
tional treaties with contracts of private law. 

Out of the same basic error comes the 
author’s conception of a “civil” as contra- 
distinguished from a “penal” responsibility 
of states. Positive international law does 
not know this distinction. And if the 
author tells us that the “civil” responsi- 
bility arises from acts or omissions which 
involve the infraction of an international 
duty, whereas the “penal” responsibifity is 
the consequence of international delinquen- 
cies, we can see no theoretical distinction at 
all: for the infraction of an international 
duty always is, indeed, an international 
_ delinquency. 

e Joser L. Kunz 

University of Toledo 


ZIMMERN, SIR ALFRED, et al. Neutrality 
and Collective Security. Pp. xviii, 277. 
Chicago: University of Chicago Press, 
1936% $2.50. 

The eminent gentlemen whose lectures 
are reproduced in this volume have neither 
contributed materially to our knowledge 
of the subject nor clearly formulated a con- 
vincing course of action by which the 

mited States might contribute to the peace 
of the world. Perhaps they were not at- 
tempting to do so. Whatever their inten- 
tions may have been we cannot afford to 
ignore their remarks, for of such stuff is 
the cloth of public opinion woven. 

Sir Alfred Zimmern, Professor "of Inter- 
national Relations at Oxford, aad Director 
of the Geneva School of International 
Studies, pleads for the coöperation of the 
“welfare states” of the world. Stripped of 
its verbiage, we have the following argu- 
ment. Certain nations possess the true, 
the good, and the beautiful—in a word, 
democracy. Certain other nations have 
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been led away from the paths of righteous- 
ness and constitute a menace to civilization. 
The first group is fortunate enough to con- 
trol most of the world’s resources. Its 
common heritage of “welfare” (and prop- 
erty) 1s menaced by the avaricious nations 
of the second group. Collective security 
is the answer, and the United States is in- 
vited to participate in the new campaign 
to make the world safe for democracy. 

This particular brand of collective secu- 
rity seems to be indigenous to Great Brit- 
am and France. Fortunately, however, 
the evidence at present indicates that it 
is dying out even there, and giving way to 
a spirit of conciliation without which no 
viable structure of collective security can 
ever be erected. 

William E. Dodd, Ambassador to Ger- 
many, in a brief lecture on “The Dilemma 
of Modern Civilization,” points out some 
of the evils that beset the world, and indi- 
cates their underlying cause. With obvi- 
ous sincerity he pleads for a greater spirit 
of liberalism in international relations. 

Charles Warren, Assistant Attorney 
General during the war, analyzes the recent 
neutrality legislation of the United States. 
He prefers to call it “national defense” 
legislation and considers it “a very im- 
perfect guarantee of safety for the United 
States.” He concludes that if the United 
States wants to keep out of war it must 
codperate to prevent war. But he fails to 
state what “coöperation” entails. 

Professor Dickinson, Dean of the School 
of Jurisprudence at the University of Cali- 
fornia, offers a compact survey of American 
participation in the collective organization 
of the world’s security. He poimts out 
that, although the United States will prob- 
ably persist in its refusal to undertake seri- 
ous commitments in advance, the trend is 
definitely towards coöperation with other 
powers in the maintenance of peace. 

Perhaps the most valuable aspect of this 
hook is the collection of documents printed 
as appendices. It will be very convenient 
to have them on a near-by bookshelf. 

Joun C. Ross 
Tale University 


Baker, Newton D. Why We Went to 
War. Pp. vi, 199. New York: Harper 
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& Bros., for Council on Foreign Rela- 
tions, 1936. $1.50. 


This volume is a reprint of Mr. Baker’s 
article in Foreign Affairs for October 1936 
(XY, 1-86), with the addition of an ap- 
pendix containing Presiden: Wilson’s ad- 
dresses to Congress in the prewar months 
of 1917. Three of these four familiar 
speeches give the official version of why we 
went to war, which Mr. Baker accepts and 
elaborates by reference to well-known 
diplomatic documents and memoirs. His 
extended quotations, together with the ap- 
pendix, make up over a third of the book,, 
which was written from the author’s judi- 
cial review of published sources without 
recourse to his own papers. Although he 
was Secretary of War from March 1916, 
he discloses nothing new. 

In fact, Mr. Baker undeztakes no more 
than a restatement of the Wilson policy; 
and in defense of it, he oceasionally criti- 
cizes the views of revisionist commentators 
like Grattan, Millis, and Eeard. Neither 
economic circumstances nor Allied propa- 
ganda made war inevitable. That we lost 
or endangered our neutrality by unequal 
treatment of the belligerents, and that our 
course of action was ever inequitable, the 
author denies. With the opinion of Wil- 
liam Jennings Bryan, when Secretary of 
State, that President Wilson was caught 
in the fateful dilemma of struggling to keep 
us out of war on terms cangenial only to 
our best customer, Grea: Britain, Mr. 
' Baker disagrees. For him the whole situa- 
tion is adequately explaired in Wilson’s 
War Message. It is the thesis stoutly 
maintained by Professor Seymour: Ger- 
many alone precipitated the conflict by at- 
tacking American honor and interests with 
the submarine. g 

In taking this position, Mr. Baker ad- 
mits that he may have “confused the occa- 
sion with the cause .. . to some extent” 
(p. 160). What confirms his admission is 
his failure to consider among other things 
the direction given American diplomacy 
by the necessities of our exclusive trade 
with the Allies, and the reaction of this 
commerce on German policy. Equally 
serious is the fact that Mr. Baker never 
questions the assumptions of President 
Wilson with regard to international law, 
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the nature of democracy, or the stabiliza- 
tion of world peace through coöperation 
with the Allies. If Wilson’s statecraft was 
sound, however, one might expect from his 
Secretary of War some explanation of why 
it was not supported by preparedness. 

Mr. Baker’s book contains a few ques- 
tionable judgments and facts. For exam- 
ple, the author denies the existence of a 
large or influential munitions industry (p. 
121), although by June 1916 we had ex- 
ported over half a billion dollars’ worth 
of firearms, cartridges, and gunpowder 
(Foreign Relations Supplement, 1916, p. 
478). Not many students would share his 
charitable views of Secretary Lansing (p. 
146) and Colonel House (p. 141) as strictly 
impartial in their dealings with both sets 
of belligerents. 

Mr. Baker clearly does not regret our 
participation in the last war, for he believes 
it to have been unavoidable. This point 
he argues with the eloquent but ghostly 
voice of 1917, recalling to our minds the 
contemporary opinions of statesmen. This 
is the value of Mr, Baker’s book. 

Rocer W. Suuca 

Princeton University ° 


Grattan, C. Hartisy. Preface to Chaos. 
Pp. xvi, 841. New York: Dodge Pub- 
lishing Co., 1936. $8.00. 


Mr. Hartley Grattan has written one of 
the most intelligent and realistic bòks on 
the impending world crisis, with special re- 
lation to the coming of a second world war 
and to the dislocation of institutions likely 
to be associated therewith. It is a book 
which must be read by all Americans who 
pretend to be literate with respect to pres- 
ent world afiairs. 

The author begins with an account of 
public opinion and war, taking as his text 
the clash of opinion during the late World 
War andeindicating the probable trends 
when the next one comes along. He pays 
his compliments to the myth-mongers and 
propagandists of 1914-1918. Then Mr. 
Grattan gives us one of the best sum- 
maries of how and why the United States 
went into the World War in 1917. As 
author of the first camprehensive treatise 
on our entry into the World War, he is 
well qualified for his task, and he takes 
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note of the new materials which have ap- 
peared since his book was published in 
1929. Special use is made of the recently 
revealed material relating to financial and 
industrial pressures making for our entry on 
the side of the Allies. This is- clearly ana- 
lyzed and exploited in restrained fashion. 
The result exposes the superficiality and 
the fundamentally unscholarly nature of 
the theories of Professor Charles Seymour 
and others who cling to the “Sunday School 
theory” that we entered almost solely be- 
cause of the resumption of German sub- 
marine warfare—a view expressly repudi- 
ated by President Wilson himself before a 
Senate committee after the war. 

Mr. Grattan believes that another world 
war Is inevitable, granted the existing 
situation in the world. It might be 
averted if conditions could be changed, 
but they are not likely to be altered. To 
set up a world situation which would make 
for peace would “involve a degree of self- 
reformation on the part of the ruling classes 
which they are not prepared to make and 
which they cannot see the need: of making. 
[Italics author’s.] Uniformly their answer 
to the acute preblems confronting the na- 
tions today is a vigorous reassertion of the 
fundamental principles on which their case 
rests. You cannot expect a class to reform 
when it attributes its sickness, not to any 
fundamental maladjustment in society, but 
to theppiddling reforms which the ‘petty- 
bourgeoisie’ and working-class groups are 
able to force upon it.” There are many 
who will feel that Mr. Grattan has hit the 
nail on the head. 

All this is buttressed by a very able dis- 
cussion of the relation of our present busi- 
ness and financial organization to the war 
system, making it clear that we cannot 
blame the munition manufacturers alone 
for the war system, and showing that they 
differ only in degree from other members 
of the business community as far as eco- 
nomic morality and the war matter are 
concerned. From these first sections of 
his book, devoted to the causes of the im- 
pending world war, Mr. Grattan comes to 
the conclusion that neutrality legislation, 
however sincere and well-meaning, will not 
prevent the world from going:'to war or 
save us from being involved in it. The 
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same forces and pressures that create the 
war system will operate to wear down neu- 
trality legislation—or any other type of 
Jegislation—which sets itself athwart the 
system of civilization as it exists today. 
Only a general social system oriented for 
peace can preserve peace. 

The latter part of Mr. Grattan’s book is 
devoted as much to prophecy as to analy- 
sis, treating as it does of the probable na- 
ture and results of the second world war, 
but it is heavily documented. The author 
feels that the next world war will not be 
economically dynamic for the profit sys- 
tem, but will rather make a clean sweep of 
the whole capitalistic system. But he re- 
fuses to identify this result with the de- 
struction of civilization itself. He envis- 
ages the establishment of a collectivistic 
state devoted to production for service, but 
he is wary of predicting exact dates or 
inevitable developments anywhere. 

Mr. Grattan gives much attention in the 
latter half of his book to considering partic- 
ular states with respect to their relation to 
the war system, the probable effect of war 
upon them, and their future after the war. 
He contends that American foreign policy 
is oriented to support imperialism rather 
than neutrality or peace. 

All in all, Mr. Grattan has written one 
of the most vital and stirring books of our 
day, and has earned for himself a position 
as a publicist in the best sense of that 
term. The amazing superficiality of a 
book like Wickham Steed’s Vital Peace can 
best be understood by holding it up against 
a work hke the one here under review. 

Harry ELMER Barnes 

Auburn, N. Y. 


STIMSON, Henry L. The Far Eastern 
Crisis. Pp. xi, 293. New York: 
Harper & Bros., 1936. $3.75. 


A statesman who has been prominently 
identified with a certain policy m interna- 
tional relations, or with a particular epi- 
sode involving them, and whose labors and 
hopes in regard to the realization of the 
one or the successful outcome of the other 
have been in some measure frustrated, is 
under a peculiar temptation both to justify 
himself and to become embittered against 
those who have put obstacles in his way. 
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The first impression one gets from a read- 
ing of The Far Eastern Crisis is that of the 
author’s temperateness and equanimity in 
reviewing events with which he was vitally 
` concerned and the outcome of which must 
have contained an element of personal dis- 
appointment, however subordinate to more 
important considerations. While he brings 
out clearly the indisputable facts with re- 
gard to what happened in Manchuria dur- 
ing and after September 1931, and the 
defiance of treaty obligations which that in- 
volved, he does not ignore the-internal and 
external conditions in Japan that account, 
at least in part, for the flaring up of na- 
tionalistic and imperialistic feeling in that, 
country. During the whole course of con- 
ciliatory efforts in 1931 and 1932 he stu- 
diously avoided premature judgments that 
would tend to hurt the susceptibilities of 
the more liberal elements in Japan, and 
centered his efforts on discovering a course 
of action that would enable world opinion 
through the League of Nations on the one 
hand and the United States on the other 
to make an effective appeal to Japan and 
China to adjust their differences in some 
way consistent with international justice 
and with the new instruments of collective 
security. 

As with the past, so with the future, Mr. 
Stimson rests his hopes on the survival and 
ultimate emergence of liberal opinion in 
Japan to bring her back into that codpera- 
tion with other nations for peace and jus- 
tice for which she has shown her will and 
capacity in the past. 

But a possibly even harder test of the 
author’s equanimity is his review of the 
British Government’s attitude at the two 
crises of the Sino-Japanese dispute. 
While he wastes no time with conjectures 
as to what might have happened if Great 
Britain, as both a true friend of Japan and 
a staunch supporter of the League, had 
joined the United States in giving a lead to 
all the great powers in a prompt, firm, and 
unequivocal warning to Japan in Septem- 
ber or October of 1931, a commentator 
may be permitted the suggestion that such 
a warning might have checked the stream 
of events and turned it in a better direc- 
tion. Japanese truculence and recalci- 
trancy grew fast during those critical 
weeks, and what they fed upon was the 
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easily discerned disunity of the powers. 
The second crisis occurred when the dis- 
pute came before the League on the basis 
of the Lytton Report, in November 1932. 
On that occasion Sir John Simon’s speech, 
following the arguments of the Japanese 
and the Chinese, was generally interpreted 
as holding up the hands ofthe former. 
Mr. Stimson states the facts, but his con- 
clusion is a gentle one: 


Though I was troubled at first, a careful 
study of our incoming reports and cables re- 
assured me that the press were mistaken in their 
prophecies as to the ultimate action of the As- 
sembly, and that the speeches apparently favor- 
able to Japan were actuated by a desire to offer 
conciliation in a genuinely conciliatory atmos- 
phere (p. 224). 


An important section of British opinion 
was also “troubled,” and its criticism of Sir 
John was much less indulgent. There is 
not the slightest doubt that the Japanese 
counted him on their side, in spite of Great 
Britain’s joining in the final judgment of 
the League against Japan. 

Such issues have now become unimpor- 
tant, and Mr. Stimson is wise in ignoring 
them. The question is, What of the fu- 
ture? Useful as it has been for Mr. Stim- 
son to review the past and to put on record 
his official relation to the Sino-Japanese 
dispute against the background of the facts 
determining his attitude from time to time, 
much greater interest attaches to hès con- 
clusions as to the validity of the principle 
of collective action for the preservation of 
peace, in the light of the unfavorable tend- 
encies of recent years. In the last analy- 
sis the resort to power diplomacy is, in his 
opinion, nothing short of a relapse into 
Snternational anarchy—a term which is 
correct both literally and in its usual con- 
notation of disorder. Leaving quite aside 
the question of American participation in 
the League, Mr. Stimson considers that, 
for its members, it supplies an instrument 
of collectivesaction the utilization of which 
would advance the cause of peace. As for 
the United States, one infers from his co- 
operation with the League in the Sino- 
Japanese dispute that, with whatever reser- 
vation of independence in judgment and 
action, identity of aims would justify a 
whole-hearted coöperation in any partic- 
ular situation where American interests 
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were as clearly involved as heihas shown 
them to be with our next neighbors across 
the Pacific. 

: JEROME D. GREENE 
Harvard University 


Wittovucssy, Wester. W. The Sino- 
Japanese Controversy and the League of 
Nations. Pp. xxv, 733. Baltimore: 
Johns Hopkins Press, 1935. $5.00. 


When an author shoulders the responsi- 
bility of reporting and interpreting a series 
of conferences where hundreds of thou- 
sands of words are uttered, where issues are 
threshed over and over and over again, 
where verbal fencing and ideological 
camouflage are mingled with organizational 
subterfuge and back-door evasion, and the 
subsequent action seems to have war- 
ranted but a few hundred well-chosen logi- 
eal words—-when an author reports and 
interprets such verbal outflow, he rufis the 
risk of drenching the reader with a sense of 
sheer futility. But Dr. Willoughby is too 
much of a scholar to try to offset the risk 
either by devising a dramatic staging for 
his account or by basing any selection of 
materials on thear contribution to sustain- 
ing a dramatic tempo throughout 700 
pages. On the contrary, he deliberately 
omits all but the barest skeleton of back- 
ground and situational factors, so that he 
can elaborate upon the controversy itself. 
He cogfines himself largely to a docu- 
mented narrative of the conference pro- 
ceedings (devoting 500 pages to it) and 
to questions of international law and 
League jurisprudence (about 200 pages) 
arising out of the controversy. 

Concepts and their definitions become 
crucial matters. Japan’s denial of “resort* 
to war,” her plea of “self-defense” and the 
associated charges of boycott, the suitabil- 
ity of procedure under the definitions of 
conditions in Articles 10, 11, 15, and 16 of 
the Covenant, Japan’s “Monroe Poctrine,” 
the “Non-recognition doctrine” the legal 
implications of Japan’s withdrawal from 
the League—such questions as these are 
Dr. Willoughby’s chief concern. And al- 
though he confesses a possible bias in favor 
of China because of his professional con- 
nections, he preserves a remarkably de- 
tached viewpoint. When the story is 
finished, he is compelled to raise questions 
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most embarrassing for representatives of 
the great powers who stood before the 
world as guardians of international peace 
and law. And he concludes by indicating 
that the League is not yet free from the 
legal obligations which devolved upon her 
during the controversy, and that China 
would make a mistake to recognize Man- 
chukuo now and thus end her claims for 
settlement in accordance with the League’s 
legal principles. 

Coming afresh upon such a record and 
critical treatment, one sees this bold fact: 
the attempt to develop, clarify, and apply 
international law and jurisprudence is ob- 
structed by mountains of words—the effu- 
sions of rationalizing, idealizing, pretense 
—the multitudinous verbai progeny of con- 
flict. While painstaking scholarship at- 
tempts to break up and grapple with these 
‘mountains of words, to sift them, compare 
them, and reason about them, the shades 
of Pareto and his disciples smirk. But the 
international lawyer goes on—some say by 
mere professional momentum, some say by 
faith in law. Possibly such faith is the 
alternative to a sense of endless futile 
verbalism. 

If we insist upon testing the consistency 
of official and supposedly responsible use 
of words, and upon drawing jurispruden- 
tial and legal inferences therefrom, how- 
ever, it might be wise to do two things: one 
to generalize inductively any cultural fac- 
tors of conflicting verbal usage; two, to 
elaborate upon historical precedents and 
situational factors behind differing usage, 
particularly as these show some develop- 
ment or evolution. Was it not naive for 
Occidental statesmen to expect that Orien- 
tal statesmen would use Occidental legal- 
isms with the same denotation and con- 
notation as Occidentals? Such “misuse” 
of terms was only the complement, in fact, 
of the very Occidental misunderstanding 
of the Far East which was alleged by Japa- 
nese spokesmen throughout the contro- 
versy. The difficulties of building an 
international jurisprudence might be clari- 
fied if prior weighting were made of “ra- 
cial,” cultural, and national variations in 
basic conceptions, attitudes, and ideology. 
This implication lies latent beneath the en- 
tire gamut of differences in verbal usage 
between Japanese and Western speakers at 
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Geneva which so complicated the task of 
the author. 

One of the salient reasors why that fact 
has eluded the Occidental reader, perhaps, 
is that the Chinese spokesmen, because of 
their disadvantageous situation, definitely 
adopted the ideology of the Occidental! 
They did not do this at the peak of the na- 
tionalist movement in 1927. Nor did they 
in 1929, when, in the Sino-Russian incident 
in Manchuria, Chiang Fai-shek’s forces 
violated their country’s League vow, and 
both they and the Russian forces violated 
their countries’ agreement under the Kel- 
logg Pact. Although this earlier Man- 
churian incident doubtless convinced Japa- 
nese leaders that they could do the same 
with immunity in 1931, Dr. Willoughby 
does not mention this precedent. Neither 
does he mention kindred instances in Eu- 
rope other than the Corfu-Italian one of 
1923, where League principles were violated 
because of pressure by a great power. If 
he had written a year later, he would 
doubtless have mentioned the influence of 
Japan’s relative immunity in the Man- 
churian venture upon Mussolini’s cam- 
paign in Ethiopia. 

Of course, Dr. Willougkby is to be judged 
under the limitations he himself sets. He 
concentrated upon the League controversy 
of 1931-1933 and the immediate questions 
of international law and jurisprudence 
raised therein; he did no: profess to locate 
these in the evolution of recent interna- 
tional behavior or to analyze the influence 
of historical precedents and situational and 
cultural factors in that behavior. And on 
those selected phases of the Sino-Japanese 
episode, he has given us the authoritative 
volume. While doing so, he has exhibited 
Japan and the chief Western powerg in 
rôles which need to be kept in mind as 
further issues arise in the Far East and 
Geneva. 

Maovrice T. Price 
Washington, D. C. 


Coxiecrove, Kenneta W, Militarism in 
Japan. Pp. 77. New York: World 
Peace Foundation, 1€36. 75¢. 

This is a good summary of the political 
situation in Japan today as affected by the 
struggle between fascism and parliamen- 
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tarism. ‘The author describes how Japan 
has had an ancient tradition of militarism. 
The two-sworded samurai are the spiritual 
forefathers of the present military men, 
who still obey the precepts of Bushido, or 
“The Way of the Warrior.” Miltary con- 
scription and the worship of an Emperor 
who is the Commander-in-Chief of the 
armed forces of the Empire have strength- 
ened this fighting spirit. The Japanese 
Constitution gives the militarists a partic- 
ularly strong legal position by granting 
them complete control over the ministers 
of war and the navy. The Board of Mar- 
shals and Fleet Admirals, and the Supreme 
War Council are bodies that have direct 
access to the Emperor. 

Moreover, the cause of the Miulitarists, 
or Japanese Fascists, is promoted by many 
chauvinistic societies and organizations of 
military and ex-servicemen. These groups 
have resorted at times to terrorism in their 
attack on constitutional government. 
However, despite the able leadership of 
men like General Araki, these groups have 
failed to establish a fascist government in 
Japan, because there are internal conflicts 
among their own members, they are insuff- 
ciently organized, they have no definite po- 
litical or economic program, they have not 
made a satisfactory appeal to the masses 
for support, and the Emperor and most of 
the high officials zre opposed to them. 
Consequently, parliamentary govagnment, 
although it undoubtedly is on the defensive 
in Japan, has a good chance of surviving, 
unless the Fascists make some fundamental 
changes in their organization and program. 
The collapse of the army revolt of February 
26, 1936 was a blow to the prestige of the 


* militarists; but Professor Colegrove feels 


that it 1s still too early to be able even to 
hazard a guess as to the final outcome of 
the struggle between parliamentary and 
military government in Japan. 
Roserrt Kart REISCHAUER 
Princeton University 


Kerner, Rosert Josten, and Harry Nrc- 
otras Howard. The Balkan Confer- 
ences and the Balkan Entente, 1930- 
1935. Pp. x, 271. Berkeley: Univer- 
sity of California Press, 1936. $3.00. 


It is a relief to turn from the diplomatic 
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travelogues of cocksure authors who claim 
to have been “inside” every event in Eu- 
rope for the last decade or more to this 
thorough, eminently realistic analysis by 
Professors Kerner and Howard, both highly 
qualified by their previous researches to 
carry through this useful study in contem- 
porary Balkan developments. In it a brief 
but appropriate survey of earlier attempts 
to federate the Balkan peoples is followed 
by a step-by-step account of the present 
movement as it has developed since 1929. 
- The summoning of the first Balkan Con- 
ference in 1930 at Athens, the second one 
at Istanbul in 1931, the formulation of a 
political pact at Bucharest in 1932, and the 
efforts toward economic and social union 
made at Salonika in 1933, are described i in. 
detail. The rôle of the ‘Conferénce as a 
semipublic assembly of both political and 
intellectual leaders has been to open and 
treat festering wounds which official fimid- 
ity or face-saving might have left neglected 
for years to come. The authors have 
placed full stress on the plans elaborated 
and executed in part for promoting social, 
economic, and intellectusl coöperation in 
the Balkans, although the striving for a 
political entente naturally occupies the 
foreground. If the movement for Balkan 
unity seems at times to lie in abeyance be- 
tween conferences and to prosper best in 
the rarefied atmosphere of international de- 
liberatign, that is surely no fault of the 
authors. 

Finally, the formation of the Four-Power 
Balkan Pact of February 9, 1934 is treated 
thoroughly. Its European background— 
the abandonment of hopes placed in the 
League of Nations and in disarmament, 
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a series of regional security pacts—receives 
full emphasis. Yet the relatively good 
grace with which the pact was received by 
Bulgaria would be an enigma were it not 
in part for the new atmosphere created by 
the Balkan Conferences. In this study the 
significance of Yugoslav-Bulgarian codper- 
ation during the Venizelist uprising in 
Greece has been somewhat slurred over, 
while Yugoslavia’s toleration of Bulgaria’s 
unpublicized rearming is not mentioned. 
This admirable study of a difficult prob- 
lem could perhaps have been made even 
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more useful if more attention had been 
paid to the attitudes of the various parties 
and leaders in the Balkan countries toward 
the work of the Conferences and toward 
the prospect of a Balkan Union. ‘Although 
these factors are in constant flux, even a 
partial analysis of internal forces working 
for and against Balkan coöperation would 
furnish valuable background for under- 
standing developments of the near future 
in this area. 

The 172-page account of the movement 
toward Balkan understanding and solidar- 
ity is supplemented by sixty-four pages of 
documents illustrating the most important 
stages in its development, and by twenty- 
four pages of exhaustive and critical bibli- 
ography. Accurate maps aid the reader in 
finding his way in the maze of Balkan 
problems and contentions. 

- Pamir E. MoseLY 

Cornell University 


Joutes, Matuys. Das Deutsche National- 
bewusstsein im Zeitalter Napoleons. 
Pp. 288. Frankfurt a.M.: Vittorio Klos- 
termann, 1936. 8.50 RM. 


This book is divided into two parts, of 
which the better integrated seems to me 
the first part, which discusses the political 
and social foundations of a national con- 
sciousness in Prussia before 1806. The 
whole social misery and political back- 
wardness of the Third Estate and of the 
peasants in Prussia under the Hohenzol- 
lern, especially under Frederick the Great, 
is clearly brought out. Why Prussia and 
Germany built up by Prussia were and still 
are so different from Western Europe in 
their whole outlook is easily understandable 
to anyone who studies the characteristic 
features of eighteenth-century Prussia. 
Whenever the king wished to improve the 
unbearable misery of the peasantry, he was 
hindered by the powerful aristocracy. ‘The 
intellectual and social backwardness of 
Prussia was conditioned by the “Ausnut- 
zung aller Kraefte fuer die Armee, denn nur 
durch die Armee konnte Preussen sich er- 
halten [or rather follow her policy of ambi- 
tious expansion]. Das Miulitaer und die 
militaerischen Gesichtspunkte waren aus- 
schlaggebend fuer alle Zustaende und Mass- 
nahmen” (p.37). The Prussian state as a 
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military state depended essentially on the 
personality of the monarch and on an ac- 
tive and expansive foreign policy. There- 
fore, after the death of Frederick the Great, 
the peaceful years under the weak Kings 
Frederick William II and Frederick Wil- 
liam II brought about a sharp decline of 
Prussia. The Prussian state, in many ways 
the nascent “Staatsnation”, was unable to 
integrate the cultural life of the Germans, 
the nascent “Kulturnation”’. On all those 
points the book contains good, although not 
new, information. The most valuable 
chapter of this first part is the last one, 
which discusses the attitude of public opin- 
ion in Prussia towards the French Revolu- 
tion and Napoleon. 

The second part of the book discusses 
the attitude of some leaders of cultural 
Germany of that time towards the prob- 
lems of German nationalism. It starts 
with Kant and ends with Goethe. The 
quotations from Fichte, Novalis, Schlegel, 
Schleiermacher, Arndt, Gentz, and Jean 
Paul are certainly valuable, but the style 
becomes sometimes difficult, and the think- 
ers are treated much more in the way of lit- 
erary portraits than in their dependence 
upon the social and general conditions of 
their time and the interaction between so- 
cial and intellectual life. Their selection 
and classification seems to me rather artifi- 
cial, and the way in which Goethe is treated 
as the fulfillment of all the tendencies of his 
time (it is similarly done in Friedrich 
Meinecke’s recent work Die Entstehung 
des Historismus) does not carry conviction. 
The author tries to vindicate the German 
classics against the reproach of cosmopoli- 
tan sympathies. He scarcely succeeds. 
It was the hatred of Napoleon that finally 
united the German people in a commonena- 
tionalism. Goethe, however, remained un- 
til the last animated by a deep admiration 
for Napoleon, in whom he venerated not 
only the individual genius but also his mis- 
sion of a cosmopolitan unification of Eu- 
rope. The book contains much valuable 
information, and will be useful to every stu- 
dent of German history; but the author has 
not integrated his different short mono- 
graphs into a convincing whole. 

Hans Koun 

Smith College 
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Parker, Harotp T. The Cult of Antiq- 
uity and the French Revolutionaries. 
Pp. ix, 215. Chicago: University of Chi- 
cago Press, 1937. $2.00. 

The outstanding impression leit in the 
mind of the reviewer by this fresh and 
original excursion into “a difficult and 
treacherous field of inquiry” is the author’s 
intellectual adroitness and literary compe- 
tence. The crux of his study is the rela- 
tionship between the revolutionary spirit 
of the men who participated in the events 
of °89 and their vision of antiquity. To 
get at his answer he begins with a brief 
preliminary statement of what others said 
on the subject, and then plunges into a mi- 
nute and searching examination of the 
books that they read from their adolescence 
to their maturity. Having ascertained 
what they read, he proceeds next to an- 
swerethe questions that this information 
suggested. He finds that their early inter- 
est in antiquity—for all that they said to 
the contrary in retrospect—was not signifi- 
cant; nor did it inspire them to revolu- 
tionary sensibilitg. In fact, their admira- 
tion for, even their interest in, classical 
antiquity tended to decrease towards the 
approach of the revolution, which he at- 
tributes partly to the influence of the phil- 
osophes whom they read after leaving the 
lycée and partly to the enthusiasm awak- 
ened by the successful American Revolu- 
tion. = 

Among the revolutionaries the only self- 
conscious admirer of the classical past was 
Camille Desmoulins—and that largely out 
of personal considerations, but neither the 
liberals nor the conservatives shared his 
view that antiquity was a Heavenly City 
about to be gained rather than a Garden 
of Eden lost forever. On the contrary, 
most liberals cast off their juvenile admir- 
ation for the very adequate reason that 
to regret the golden opportunities of the 
past no longer was necessary as a balm 
for the intolerable present. The early Rev- 
olution gave them the rarer opportunity of 
acting the Roman on the public stage be- 
fore a world audience. But when the turn 
of the political wheel established the Re- 
public in September 1792, the revolution- 
aries had no choice but to turn to the past. 
Their interest first revived, then waxed into 
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an imperative fashion, and finally bloomed 
into an intolerable cult—only |to wither 
away again after Thermidor: Feeding 
upon its own strength and the vicissitudes 
of the political struggle, in the three months 
preceding the downfall of Robespierre it 
involved them in an epic struggle. This 
struggle Mr. Parker symbolizes in the rival 
conceptions of the liberal lawgiver Solon 
and the radical monarch Lycurgus. And 
when those who stood with Lycurgus were 
swept to their ruin, they found that an- 
tiquity, which had inspired them to action, 
now gave them their final consolation in 
the example of its own martyred heroes. 

Mr. Parker has written an illuminating 
study, rich in scholarship and mature in 
conception. His control over a mass of 
material is at all times masterly and grace- 
ful, and his analyses are discriminating and 
subtle. e 
Leo Gerssoy 
Long Island University 


Burcrearbr, Cari J. Richelieu, der Auf- 
stieg zur Macht. Pp, 534. Munich: 
Georg D. W. Callwey, 1935. MK. 9. 


Professor Burékhardt in a modest epi- 
logue disclaims any attempt to find new 
sources for the life of Richelieu. He relies 
on printed sources and on the scholarly 
work already accomplished, particularly by 
Hanotaux, La Force, d’Avenel, Batiffol, 
Fagnieæ and Vaux de Foletier. That Dr. 
Burckhardt places Hilaire Belloc on a par 
with these authorities may cause some sur- 
prise; but fortunately he does not follow 
` the strong Catholic bias of the English au- 
thor. Dr. Burckhardt also specifically 


states that his biography is intended for | 


a wide public, and he is therefore entitled 
to dispense with the scholarly apparatus of 
footnotes and complete bibliography. 
Inasmuch as this book is intended for the 
general reader, the author includes much 
that would appear in a history of the times. 
In short but illuminating chapters he de- 
scribes the conditions in France which made 
possible both the disorganization of the 
country under the regency of Marie de 
Medici, and the establishment of authority 
by Henry IV begun by and carried further 
by the great Cardinal. When necessary, he 
crosses the French frontier and explains the 
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state of affairs in England, Spain, and the 
Empire. 

The characterizations of the chief actors 
are brilliant. The Concini, Luynes, and 
Buckingham; the great feudal nobles and 
princes of the blood who formed the chief 
opposition to Richelieu in his rise to pow- 
er; the Queen Mother, first his patron, then 
his bitterest enemy; his Grey Eminence, 
Father Joseph; the King and his fickle 
brother Gaston—all come to life in these 
pages. The intrigues at court, the tragic 
siege of La Rochelle, and the campaigns in 
Italy are written in colorful detail. 

Above these characters and their doings 
risés the figure of Richelieu. Dr. Burek- 
hardt does not hesitate to point out the 
weaknesses of his hero. In his first period 
of office, while the Concini still held sway, 
Richelieu overshot the mark in his attempt 
to reéstablish the prestige of France. Per- 
haps the author does not sufficiently estab- 
lish the failure of the Valtelline venture, for 
by the Treaty of Monzon (not mentioned 
in this book) the strategic Alpine passes 
could still be used by Spain. Nor does the 
author deny the Cardinal’s cold-blooded 
sacrifice of those who stood in the way of 
his objectives, even though, as in the case 
of Marshal de Marillac, the man was guilt- 
less of any crime. 

The objectives were, of course, the su- 
premacy of the state within the boundaries 
of France, and the power of the state 
against its neighbors, particularly the 
House of Hapsburg. The Cardinal used 
the only tool at his command, the king- 
ship; and it is this necessity which accounts 
for the importance of the personal relation- 
ships between Louis XIII, the Queen 
Mother, and the Cardinal. The psycholog- 
icale studies of these three and the success 
of Richelieu on the “Day of Dupes” form 
one of the most successful portions of this 
book. 

The reviewer is puzzled by one aspect of 
this historical work, namely, the attempt to 
synthesize disparate elements of a civiliza- 
tion. Whether a comparison with archi- 
tecture, as the author maintains, explains 
the essence of Richelieu’s policy, may be 
doubted. 

This volume extends only through the 
“Day of Dupes,” and a second concluding 
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volume is to follow. We hope that less 
time will elapse than the long interval be- 
tween the two famous volumes of Hano- 
taux, for Burckhardt has written an inter- 
esting and valuable book. 

E. A. BELLER 


Princeton University 


Vioterts, Eveens M. English Constitu- 
tional Documents since 1832. Pp. xi, 
226, New York: Macmillan Co., 1936. 
50¢. 

Nemson, N. Medieval Agrarian Econ- 
omy. Pp. vi, 106. New York: Henry 
Holt & Co., 1936. $1.00. 

KIMBALL, ELISABETE Guernsey. Ser- 
jeanty Tenure in Medieval England. 
Pp. xi, 227. New Haven: Yale Univer- 
sity Press, 1936. $3.00. 


Professor Violette has planned his col- 
lection both as a supplement to Adams and 
Stephens’ Select Documents and as a guide 
to the study of the great renovation of Eng- 
lish government which began in 1832 and 
has continued to the present. He follows 
Adams and Stephens in centering his at- 
tention on the development of Parliament 
and the Jaw courts. Lack of space forced 
him to omit documents illustrating the 
great changes in English local government 
during the last century. He feels that acts 
of social legislation have no constitutional 
significance, and so has excluded them. 
Yet the acceptance of new responsibilities 
by a government always has constitutional 
significance. Unemployment insurance has 
modified the functions and the character of 
the British Government more than the in- 
creases in the number of judges of the High 
Court. (The latter are duly recorded in 
this book.) Documents on colonial ad- 
ministration have been omitted, logically 
enough, though some record of the growth 
of the dominion idea would have been use- 
ful. Certainly it is hard to excuse the 
omission of the Statute of Westminster, 
when the practically defunct constitution 
of the Irish Free State is given. The book 
will be very useful within the limits indi- 
cated. Itis to be hoped that most teachers 
of government will see the need to go be- 
yond these limits. 

Miss Neilson has taken the medieval vil- 
lage out of the world of political mathe- 
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matics and shown us that it was a place 
where people lived and worked. No one in 
the country is better qualified for the task; 
no one could have packed more informa- 
tion into the ninety pages allotted by the 
editors of the Berkshire Series. Partic- 
ularly important is Miss Neilson’s demon- 
stration of the fact that, given the neces- 
sity for local self-subsistence, the medieval 
village was a well-organized and reason- 
ably efficient unit. Many restrictions 
which seem foolish to us, were necessary 
to preserve the balance between arable, 
pasture, and woodland on which the life 
of the community depended. The author 
also emphasizes two ideas which are still 
not sufficiently recognized by the layman: 
first, that economic change was as common 
and as upsetting in the Middle Ages as it 
is today; and second, that the apparent 
unity of medieval social conditions masks 
an indescribable diversity of individual 
rights and obligations. To give in three 
brief chapters an idea of the fundamental 
plan of medieval agrarian economy without 
losing sight of individual variants is a diff- 
cult undertaking? Sometimes the facts are 
so thick that they coneeal the author’s 
thought. Some topics, such as the status 
of the free peasant, suffer from lack of 
space. Yet the book is the best brief de- 
scription in English of peasant life in the 
Middle Ages. 

Miss Kimball has chosen a diffigut topic 
for investigation. ‘Tenure by serjeanty has 
been a mystery for centuries, and after 
reading Miss Kimball’s book one is inclined 
to feel that it was a mystery even in the 
age in which it flourished. The author dis- 
cusses in detail the services rendered by 
tenants in serjeanty. The liability of these 
tenants for the feudal incidents and scutage 
is studied with equal care. In the end, 
Miss Kimball concludes that there was no 
unity in the tenure, that no generalizations 
about sefvices owed from serjeanty tenants 
can be made. 

Miss Kimball’s explanation of this fact 
is that when lawyers and government offi- 
cials began to classify tenures, they found 
some that would not go in the regular cate- 
gories. Military tenure was easy enough 
to define; so was tenure in free alms. 
Socage was somewhat more elusive, but not 


274 


too difficult. But what could you do with 
men who held land by serving in the king’s 
kitchen or by giving him four arrows a year 
or by sending a horse to the army or by 
keeping dogs and birds for the king’ s hunts? 
This was not military or religious or eco- 
nomic service. So serjeanty tenure was de- 
vised as a sort of catchall into which these 
miscellaneous services could be thrown. 
Tenure in serjeanty simply meant that one 
owed an odd service which could be placed 
under no other head. Then, as the govern- 
ment developed, these personal services be- 
came useless. Many were changed into 
‘money rents, some were assimilated to mili- 
tary tenures, and only a few connected with 
coronations and other great ceremonies 
survived. 

Miss Kimball has rather avoided the 
problem of the origin of these peculiar ten- 
ures, though she is familiar with the evi- 
dence on the subject. Yet the origin of 
tenure in serjeanty is well worth discus- 
sion, since it has been argued that serjeanty 
is a relic of the early period of feudalism 
when all service was personal and menial, 
when the household knight was little better 
than a household servant. The, fact that 
service in the king’s kitchen or the service 
of handing him a towel and a basin may 
be a free service, on a par with that ren- 
dered by a knight, supports the hypothesis 
that feudal service was originally household 
serviceg Miss Kimball’s opinion of this 
theory would have been of value. 

The real importance of the book, how- 
ever, is the same as that of Miss, Neilson’s. 
It demonstrates, in somewhat more tech- 
nical form, the diversity that lay under 
the uniformity of medieval nomenclature. 
Any conceivable service could be provided® 
for by the feudal contract; military service 
is only one of many things that might be 
required. Uniformity is long in coming. 
It is imposed by the government and the 
lawyers. When feudal obligatiofs are ar- 
ranged in the neat categories which we 
know, feudalism is already half dead. 
Rapid change is typical of the great period 
of the Middle Ages; serjeanty tenure, which 
is hard to find in 1066, is flourishing i in 1200 
and is becoming extinct in 1300.; This ex- 
cellent study of the fate of a particular i in- 
stitution throws light on the whole policy 
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of the English Government towards feu- 
dalism. 
Josera R. StTRAYER 
Princeton University 


NEHRU, JAWAHARLAL. An Autobiography. 
Pp. 618. London: John Lane, 1936. 
15 sh. 


Jawaharlal Nehru, today a man of 47, is 
the acknowledged leader of the Indian na- 
tional movement, the president of the In- 
dian National Congress, the successor to 
Gandhi. The son of an extremely success- 
ful and wealthy Hindu lawyer, he received 
an excellent education at Harrow and Cam- 
bridge and was admitted in London to the 
bar. He has widely traveled and widely 
read. His Autobiography was published in 
England in April 1936, and has within a few ` 
months gone through several large editions. 
It is easily the most important book pub- 
lished about India and by an Indian since 
Gandhi’s articles in “Young India.” It is 
at the same time an outstanding book by 
its unusual human appeal and by the 
charm and the sincerity of the remarkable 
personality of the author, who combined 
with a rare power of expression a keen sen- 
sibility. Nehru wrote the book in prison 
to enable himself to review and to think 
clearly about the immediate past of India 
and his part in it. The book marks the 
definite and great progress in Indian politi- 
cal consciousness since Gandhi. Nehru is 
a reverent disciple of Gandhi, but he turns 
away (and with him the whole younger 
generation of India) from Gandhi’s tradi- 
tionalism and his religious outlook. Nehru 
understands very well that the only salva- 
tion for India lies in her modernization and 
secularization. He desires an enlightened 
and progressive nationalism with a wide 
awake social conscience which shakes itself 
free of narrow conventions and boldly ad- 
dresses the masses. 

The book does not pretend to be a his- 
tory of the Indian national movement for 
the last. momentous seventeen years, dur- 
ing which the life of India has been more 
profoundly changed than in as many pre- 
ceding centuries. This history remains to 
be written, probably only after the victory 
of those aspirations which Jawaharlal 
Nehru represents. But the present book 
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helps to understand the history, the strug- 
gles, and the tendencies of present-day In- 
dia. Nehru represents a new India. This 
explains the interest which the historian 
and the social scientist will take in the 
book. The personality cf Nehru, as re- 
vealed in the book, will appeal, however, to 
a much wider circle and make the reading 
well worth while to the general reader. 
Hans Koun 
Smith College 


Murer, Wox1Mm. The Ottoman Empire 
and Its Successors. Pp. xiv, 642. New 
York: Macmillan Co., 1936. $4.75. 


The first edition of this volume appeared 
in 1913. Its fourth edition demonstrates 
- its popularity. In general, it treats “the 
problem of filling up the vacuum created 
by the gradual disappearance of the Turk- 
ish Empire from Europe,’ its international 
aspects, the appearance of the Balkan 
states during the nineteenth century, the 
Near East in the World War, and the post- 
war period. 

The work proves that Dr. Miller is one 
of the outstanding specialists in this field. 
He writes with cogent directness, with dis- 
interestedness and careftl scholarship, and 
in the most complete detail. The result is, 
in a way, a historical encyclopedia of the 
political events in the Near East during the 
nineteenth and twentieth centuries, 

Unfortunately, good as the book is, it 
strikes one as distressingly stale. It fol- 
lows the old-fashioned historical formula of 
piling up political facts, without paying 
much regard to the underlying economic, 
social, and cultural factors. While inter- 


national politics are constantly in the cen- | 


ter of discussion, we receive hardly any pic- 
ture of the social forces cf the period. «The 
book is almost as complete as your local 
telephone directory, anc, to our regret, no 
more exciting. It is true that the work has 
hardly any competitor in the field; in fact, 
there are really very few studies of the 
Balkans of the caliber that Dr. Miller has 
attained. That explains, I think, partly at 
least, the wide popularity of the volume 
as a convenient sourcebook and a handy 
reference work which is a boon for those 
who are perplexed by the complexity of 
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the Near Eastern and Balkan problems. 

The weakest point of the book is its tend- 
ency to encompass so many details in so 
few pages. This is exemplified in the post- 
script covering the period between 1934 
and 1936. In five pages the author dis- 
cusses the murder of King Alexander and 
its influence on Yugoslavian and interna- 
tional politics; Greece is given nearly three 
full pages; Bulgaria less than a page; Al- 
bania five lines; Rumania fares somewhat 
better, with fourteen lines. Thus, it is dif- 
ficult to read the book without questioning 
many of its statements, or without asking 
for more qualifying facts and for more 
principles underlying and interconnecting 
them. One asks of the historian to record, 
in so far as he can, exactly what happened, 
and to explain as much of it as he is able; 
but one is annoyed by facts without opin- 


jons, Yet, it is perhaps unavoidable in 


compressing the history of six countries and 
their international relations within one 
short volume, to shear the underlying so- 
cial forces away from flat facts. 

The book wil], however, have to serve 
until the advent of a more satisfactory 
study. The conscientiow®s reader to whom 
enlightenment is more important than 
readability will find it useful. 

Joseru S. Roucek 

New York University 


Mason, Joann Brown. Hitlers First Foes. 
Pp. v, 118. Minneapolis: Burgess Pub- 
lishing Co., 1986. $1.75. 


This book is not a rehash of what others 
have written. It is based upon German 
and Austrian sources. Over three thou- 
sand issues of Catholic and Nazi daily 
newspapers and hundreds of various num- 
bers of Austrian Catholic periodicals have 
been studied in preparation for the work. 

Professor Mason is a Protestant who be- 
lieves that the Catholic Church in Ger- 
many, in her struggle to maintain religious 
freedom and independence is not only fight- 
ing her own battle but is helping the Prot- 
estants as well. “The degree of her suc- 
cess or failure is likely to strengthen or 
weaken the position of Protestantism in 
Nazi Germany.” 

The struggle between the Catholics and 
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the National Socialist Party antedates Hit- 
ler’s rise to power. The Catholic bishops 
had been opposed to the party and Hitler 
from the beginning. The Catholic Church 
through the Center Party was a barrier to 
the ambitions of Hitler and his followers. 

In the larger aspect this struggle is a 
culture conflict, of course. Both sides real- 
ize this fact and are intent upon capturing 
the education of the youth. Since one 
third of the German population is Catholic, 
it is easy to see how bitter this struggle i is— 
and will continue to be. 

The author thinks the Nazis might learn 
from German history—from Bismarck’s 
Kulturkampf—that the one thing which 
may be calculated to unite effectively the 
members of a religious group for common 
political action is political persecution. 
But, as he points out, National Socialism 
would lose its fundamental totalitarian 
character if it granted religious freedom 
and tolerance. Hence the impasse. 

As for the future, Professor Mason thinks 
that the Catholic Church has the better 
chance of winning, judging from history 
and the power of this organization in time 
of stress. Howefer, he is not counting too 
heavily upon this prediction, or wish- 
fulfillment. 


Ray H. Asrams 
University of Pennsylvania 
Hanke, Lewis (Ed.). Handbook of 


Latin American Studies. Pp. xv, 250. 
Cambridge, Mass.: Harvard University 
Press, 1936. 


Students interested in Latin American 
research, and libraries interested in collect- 
ing Latin American materials, have long 
awaited a bibliographie compilation of cur- 
rently published source materials, such as is 
being initiated in the publication of the 
present Handbook of Latin American 
Studies for the year 1935. Attempts have 
been made and are being made to organize 
bibliographic endeavors relating to Latin 
America, and produce eventually a union 
list of all published materials in and about 
the Latin American countries. But be- 
cause of the seemingly unorganized state of 
Latin American bibliography and the diff- 
culty encountered in obtaining in this coun- 
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try the lists, catalogues, and bibliographic 
compilations issued in Latin America, the 
attainment of such a union list is still far 
from being realized. 

Aware of these handicaps and problems, 
one can understand the shortcomings of 
this initial publication. ‘The editorial staff, 
therefore, could only “aspire” at this time 
to completeness, accuracy, and timeliness. 
It is hoped, however, that in the future 
issues of the Handbook they may realize 
their ambitious program, not only extend- 
ing the limits of the present sections but 
also including other fields of knowledge, 
such as Agriculture, Art, Botany, Educa- 
tion, Medicine, Religion, and Science. It 
may be further suggested that the editorial 
staff adopt a more consistent and uniform 
arrangement throughout the various sec- 
tions, which for the most part are arranged 
geographically. ‘The several classified sec- 
tions could for the sake of conformity be 
further subdivided geographically. 

The present volume, even so, is a wel- 
come contribution, furnishing to libraries 
and students an annotated guide of 2,343 
numbered and some 27 inserted items pub- 
lished in or about Latin America during 
the year 1935. It had its beginning in 
New York early in 1935 at a conference 
made possible through the generosity of 
the Social Science Research Council, where 
fifteen scholars coming from nine universi- 
ties, the Library of Congress, and the 
American Geographical Society, and rep- 
resenting the fields of Anthropology, Eco- 
nomics, Geography, Law, History, and Lit- - 
erature, laid plans for the production of 
the Handbook, in which they were assisted 
by the Committee on Latin American 
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Societies. In this first issue the editor, Dr. 
Lewis Hanke, assisted by a staff of sixteen 
contributing editors, each an authority in 
his field, has included only the above men- 
tioned fields, with Anthropology limited to 
the Middle American field. The last 117 
items of the compilation form a section en- 
titled “A guide to manuscript materials in 
Latin American archives and libraries,” 
which ineludes also publications issued 
prior to 1935. Appended are Notes con- 
sisting of four articles on special Latin 
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American collections and on studies now in 
progress. 

' ÅRTHUR EÈ. GROPP 
Tulane University 


Fetter, A. H. The Mexican Claims Com- 
missions 1923-19834. Pp. xxi, 572. 
New York: Macmillan Co., 1935. $7.00. 


This is a thorough monograph on the 
Mexican Claims Commissions 1923-1934, 
established by conventions with the United 
States, Great Britain, France, Germany, 
Italy, and Spain. It is based on the care- 
ful study of all materials, especially the 
cases decided by these Commissions, 
whether published or unpublished. 

The author begins his study with a 
sketch of the history of international claims 
in Mexico, showing also the reasons for the 
unusual importance of the problem in this 
country. The history of the Mexican rev- 
olutions between 1910 and 1920 follows, as 
well as a historical treatment of the nego- 
tiations which led to the recent conven- 
tions, establishing the Mexican Claims 
Commissions with the above-named states. 

This historical part is preliminary to a 
general survey of the Commissions, their 
organization, and their work. Of general 
importance are the rules of the conventions, 
according to which they shall be ratified 
“in accordance with the respective consti- 
tutions” of the contracting parties. Of in- 
terest is also Mexico’s waiver of the norm 
of general international law concerning the 
necessity of exhaustion of local remedies. 
. The author then proceeds to a detailed an- 
alysis of the procedural as well as of the 
substantive law. 

This study is analytical and positivistic, 
but also critical and suggestive; but the 
author clearly keeps these two methodo- 
logically entirely different points of view 
separated. Criticizing from a functional 
standpoint, i.e., from the point of view of 
the value of such Commissions for deciding 
international claims, he finds that the time 
originally provided for their functioning 
was much too short; that the Commissions 
worked too slowly; that serious difficulties 
were encountered arising from problems 
concerning the personalities comprising 
these Commissions, or from ambiguities in 
the drafting of the conventions; and he 
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contrasts the unhappy story of the French- 
Mexican and the complete failure of the 
United States-Mexican Special Claims 
Commissions with the relatively smooth 
working of the others. These lessons of 
experience form the basis for some sugges- 
tions made by the author for the future, 
the most important of which is that inter- 
national claims should not be decided by 
isolated ad hoc international tribunals, but 
by the Permanent Court of International 
Justice. 

The law of procedure is considered in 
great detail: language of proceedings, 
pleadings, amendments, dilatory pleas, oral 
proceedings, rendering of awards, evidence, 
position of agents and counsels. The 
chapter on evidence brings up some par- 
ticularly interesting topics: the effect of the 
difference between common law and civil 
law systems before an international court 
in cases where claimant and defendant 
states belong to these two different sys- 
tems; the rule of liberality, according to 
which an international tribunal is not 
bound by any rules of municipal law either 
in the admission or evaluation of evidence, 
the principle of free appreciation of evi- 
dence, or the lack oz power for compelling 
the attendance of witnesses. 

The substantive law is closely connected 
with the general theory of international 
law and practice. The orthodox theory, 
according to which the claimant isthe state 
asserting its own right, its right to insure, 
in the person of its subjects, the respect for 
the rules of international law, has led to 
many rules of positive international law, 
but is somewhat contradicted by other pos- 
itive rules: necessity of the injured indi- 
vidual to be a national of the claimant 
state; calculation of the amount of damages 
to be awarded according to the damage in- 
ficted upon the individual by the injury; 
and continuity of the “national” character 
of the @laims at least to the time of the 
presentation of the claims, Highly inter- 
esting problems are brought about by the 
condition that the claim must be “na- 
tional” and continue to be such: e.g., claims 
of “protégés,” of corporations, or of part- 
nerships. 

Another point involved, relating to basic 
problems of general international law, is the 
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responsibility of states, the already theo- 
retically confused distinction between “di- 
rect” and “indirect” responsibility of states, 
the problem of “denial of justice”; the 
treatment of aliens and the doctrine, much 
emphasized by the Mexican Claims Com- 
missions, of the “international minimum 
standard,” jurisdiction over contract claims 
and the effect of the “Calvo-clause” under 
international law. 

Further problems of general interest are 
the measure of damages, interest on awards, 
and—a primary problem—the law to be 
applied by the Commissions, a problem 
which necessarily leads to the discussion of 
the meaning of such terms as “justice” and 
“equity.” 

On the other hand, the highly interesting 
questions of the relations of these Commis- 
sions to the Mexican National Claims Com- 
mission, and of the conflicts of jurisdiction 
between the United States-Mexican Gen- 
eral and Special Claims Commissions, are, 
of course, special problems of these Com- 
missions. 

The monograph discusses all these prob- 
lems fully, recites, analy#ts and criticizes 
the leading “cases”; and embodies the 
whole study into the general doctrine of 
international law. It is therefore.not only 
important in so far as it deals with these 
Commissions, but at the same time a valu- 
able contribution to the general science of 
internatjonal law. 

JOSEF L. Kunz 

University of Toledo 


CarLcort, Warrm Harpy. Santa Anna. 
Pp. xiv, 391. Norman: University of 
Oklahoma Press, 1936. $3.00. 


The enigma in this story is not the char- 
acter of Santa Anna, but his career. He 
was corrupt, cruel, licentious, and treach- 
erous; compared with him, Aaron Burr was 
a saint complete with halo. More than 
this, Santa Anna suffered many polftical re- 
verses throughout his career and at least 
two ignominious defeats (San Jacinto, 1836, 
and Cerro Gordo, 1847). Yet for more 
than three decades, no one in all the hurly- 
burly of Mexican public life came out on 
top more frequently than did Santa Anna. 
He did not lose his grip until the middle 
fifties, when, with the rise of the’ popular 
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Indian leader, Benito Juárez, civil war in 
Mexico became for the first time, Callcott 
tells us, a war of principles. Though we 
may be puzzled by Santa Anna’s previous 
ascendancy, the eclipse he now suffered is 
not hard to understand: he was utterly lost 
in a war of principles, for he had none. 

In this latter connection, students will 
find it interesting to compare Santa’s ca- 
reer with that of Talleyrand, and Crane 
Brinton’s recent biography of the latter 
with Callcott’s biography of the former. 
Though Talleyrand was and still is com- 
monly regarded as an unprincipled adven- 
turer, Brinton has written an ingenious de- 
fense of him in which it is argued that, 
though he was a bad man, he was a good 
citizen, and that he was branded as un- 
principled mainly because he would not 
mouth the sentimentalities and idealistic 
abstractions then in vogue. Not even the 
most ingenious apologist could build up a 
similar defense of Santa Anna’s lack of 
principle; and Callcott has wisely refrained 
from making the attempt. Neither has he 
undertaken to place Santa Anna in a con- 
ceptual scheme of Mexican history, as 
Brinton placed Talleyrand in the history of 
France. Instead, he has written a straight- 
forward narrative in which the enigma of 
Santa Anna’s long ascendancy is explained 
chiefly in terms of his courage and personal 
magnetism. 

Both of these types of biography are use- 
ful, and Callcott has given us a very good 
biography of the type that he chose to 
write. With materials drawn from printed 
and manuscript sources and from his own 
observation and conversations in Mexico, 
he has produced a comprehensive, well- 


* balanced, and animated account of Santa 


Anna’s career—the best account that we 
have. It calls to mind crusty old John 
Adams’s remark, made when Santa was still 
a child and Mexico was still a Spanish 
dominion, to the effect that you might as 
well talk of establishing a democracy among 
the birds, beasts, and fishes as among the 
Spanish Americans. Fortunately for his 
country, Santa Anna “was Mexico” (as 
Callectt’s subtitle has it) only in a Pick- 
wickian sense. 
ÅRTHUR P. WarraKxer 
University of Pennsylvania 
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Nevins, Arran (Ed.). The Letters and 
Journal of Brand Whitlock. 2 vols. 
New York: D. Appleton-Century Co., 
1936. $10.00. 


In his fascinating and illuminating in- 
troduction to these two volumes, New- 
ton D, Baker expresses the opinion that 
Whitlock resembles Erasmus in that his 
letters and journal will outlast the formal 
things to which he devoted laborious and 
thoughtful hours. “We are finding that 
the real Erasmus is better to be seen in his 
letters, which literally bubbled out of his 
inkhorn rather than the formal productions 
of his pen.” The same is true of Brand 
Whitlock, as is evidenced by these two sub- 
stantial volumes. They ere not only good 
reading, for he had a very distinct literary 
gift, but they are of value alike to the 
students of politics and to the students of 
history. 

Whitlock’s career was a many-sided one. 
He began as a newspaper man; was secre- 
tary to John P. Altgeld curmg his stormy 
career as Governor of Illinois; studied and 
later practiced law; became active in poli- 
tics and Mayor of Tcledo, succeeding 
“Golden Rule” Jones; was first Minister and 
then Ambassador to Belgium, where he 
hoped to have time to indulge his literary 
tastes, but the war prevented that and he 
became an international figure in that great 
struggle, and all the while he was writing 
novels and other books. His was surely a 
many-sided career, which is reflected here 
in his delightful letters and journals, which 
also reflect his political amd personal views. 
He was an ardent Democrat and Progres- 
sive, although toward the end of his days 
much of his earlier enthusiasm, not to say 
his interest, had departed from him. The 
war had taken somethirg out of him; he 
was no longer the Brand Whitlock of his 
earlier years. All of this is brought out, in 
his letters and makes illcminating reading. 

As Mayor of Toledo, Whitlock made a 
real contribution to municipal develop- 
ment. He was a Progressive, and passion- 
ately devoted to what he believed to be the 
cause of the people. Hə did not like the 
words “reform” and “reformers,” although 
he admitted that they from habit sprang 
first to the lips. It is cnfortunate that a 
word so pregnant in its real meaning should 
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have been so abused as to compel a man 
like Whitlock to utter, “it always irritates 
me to be classified with reformers. I never 
wasareformer. I hate reformers and most 
of the time during the four terms (eight 
years) I served as Mayor I was engaged 
in a row with them.” 

Both the letters and the journal form 
delightful reading which one can read with 
a clear conscience, because they reflect the 
views of a keen observer, an experienced 
man of the world, a student of affairs. 

Not the least valuable contribution to 
the two volumes is Newton D. Baker’s 
biographical introduction. 

Curvron Rocers WOODRUFF 

Philadelphia 


Nevins, ALLAN. Hamilton Fish. Pp. xxi, 
932. New York: Dodd, Mead & Co., 
1936. $5.00. 


If there has ever been any question as to 
Allan Nevins’ position among contemporary 
historians, this monumental life of Hamil- 
ton Fish has rendered it secure. I am in- 
clined to rate it higher even than his Grover 
Cleveland. Indted, the unpredictable gen- 
tlemen who select Pulitger Prize winners 
will for once act in accord with the judg- 
ment of at least a few of their fellow citi- 
zens if this year’s award goes to Dr. Nevins. 

The major transactions with which 
Hamilton Fish was concerned as Secretary 
of State in the Grant Cabmet wgre com- 
plicated, obscure, long drawn out, and in- 
termittent, of a kind most difficult for the 
historian to record and render intelligible. 
Yet Dr. Nevins, whether he is telling the 
story of the Alabama Claims ease, of the 
efforts to obtain decent treatment for 
Cuban imsurrectionists without involving 
ourselves in war with Spain, or of the graft- 
ridden negotiations with San Domingo, suc- 
ceeds in being wholly clear, authoritative, 
and beguiling. Even though Grant is not 
his printipal concern, Dr. Nevins gives us 
a picture Qf the military hero futilely strug- 
gling with politics, which is more revealing 
and convincing than the latter’s own biog- 
raphers have achieved. Fish was an 
anomaly—a man of the strictest morals, 
compelled to function in an atmosphere of 
the most scandalous corruption. Dr. Nev- 
ins has, with the most exquisite art, man- 
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aged to portray this rascally age, and how 
his hero moved through it, disgusted and 
aloof. 

Your present critic, hardened voyager in 
the realm of history though he be, is in- 
clined to grow lyrical over this truly mag- 
nificent summation of a minor figure, a man 
whose abilities were undramatic and whose 
achievements were difficult both to set 
down and to render interesting. Dr. 
Nevins has, in my Judgment, written one of 
the consummate biographies of our time. 

ALPHONSE B. Miniter 
Philadelphia 


Jounson, Tanomas Cary, JR. Scientific 
Interests in the Old South. Pop. vii, 217. 
New York: D. Appleton-Century Co., 
1936. $2.50. 


Professor Johnson is somewhat annoyed 
that historians have generally assumed that 
there were no scientific interests or achieve- 
ments in the Old South. He boldly asserts 
that the contrary was the case, and in this 
volume he undertakes to prove by much 
documentary evidence that he is right. 
Needless to say, he suoeeeds admirably. 
His method is interesting. First, he shows 
that in the ante bellum Southern univer- 
sities and colleges there were numerous 
courses in “natural philosophy,” and that 
the number of students enrolled in them 
was considerable. This was true not only 
in the institutions for boys but also im the 
“Femal®” colleges. Second, lecturers on 
scientific subjects obtained in many South- 
ern cities interested and even enthusiastic 
audiences. Third, he finds there were in 
the Old South scattered scientists who re- 
garded themselves as heirs of Aristotle and 
Bacon-——‘‘heroes voyaging dauntlessly into 
the unknown and bringing back to more 
timid souls priceless bits of truth” (p. 199). 
Fourth, he cites the fact that there flour- 
ished in the South some ten or twelve men 
whose scientific work was nationally and 
even internationally known. Of these, T. 
Lawrence Smith and Matthew Fontaine 
Maury certainly deserved world-wide 
recognition. 

From the foregoing it is obvious that 
Professor Johnson is a special pleader. As 
such, he falls into the error, common to 
special pleaders, of making his evidence 
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(some of it trivial) prove too much, For 
after all the evidence is in, the fact still 
remains that the Old South in comparison 
with Western Europe and the Northern 
United States contributed a very small part 
to progress in either pure or applied science. 
Nevertheless, it was not wholly a Sahara 
of the natural sciences, as some historians 
have asserted, and in correcting this un- 
tenable assumption, Professor Johnson has 
performed a useful service. 
B. B. KENDRICK 
Women’s College of the University 
of North Carolina 


Hessevtine, Warum B. A History of 
the South, 1607-1936. Pp. xiii, 748. 
New York: Prentice-Hall, Inc., 1936. 
$3.75. 


Dr. Hesseltine has written this book as 
“a single-volume synthesis of Southern de- 
velopment . . . designed as a manual to 
meet the needs of students” (p. vii). The 
narrative for the Colonial and Revolution- 
ary periods and for the years since 1877 
emphasizes the economic, social, and po- 
litical evolution of Southern life and in- 
stitutions, But for the era 1820-1860, the 
author believes that the rôle of the South 
in national affairs should be stressed. 
Therefore sectional political conflict over 
slavery is fully discussed; regionalism, eco- 
nomic and political, within the Southern 
States is presented only in outline. Sixty 
per cent of the book is devoted to the sec- 
tional controversies from 1820 to 1877— 
certainly an overemphasis. The New 
South deserves to receive more than a tenth 
of the text. As it is, the brief though 
incisive discussion of the problems and 
class conflicts which industrialism, share- 
cropping, and racial antagonism have cre- 
ate is the best part of the volume. 
Equally good are the chapters on the mili- 
tary aspects of the Civil War, the disin- 
tegration of Confederate nationalism, and 
the passing of the social order of the ante 
bellum South. The bibliography is an ex- 
cellent guide to the literature of the subject. | 

Professor Hesseltine rejects the view of 
Edward Channing that Southern national- 
ism dated from the Missouri Compromise. 
The nullification controversy over the tariff 
“was the first step in the creation of a 
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out of the slavery controversy” (p. 242). 
Neither does Professor Hesseltine accept 
the thesis of Frederick Jackson Turner that 
the slavery controversy was an outgrowth 
of the westward expansion of the frontier. 
Nor does he agree with the judgment of 
Walter Lynwood Fleming that without the 
Negro there would have been no Civil War. 

Fundamentally, according to Dr. Hessel- 
tine, the controversy was a conflict between 
rival capitalistic groups, the “Lords of the 
Manor” and the “Masters of Capital,” for 
the control of the National Government, 
Northern industrialists, desiring “the spoils 
of office and of power” (p. 211), discovered 
in the slavery question “the possibility of 
injecting a moral issue into American poli- 
tics” (p. 219). Therefore, abolitionism 
“was taken up by the industrialists as a part 
of their program” (p. 274), merging eco- 
nomic desires and moral beliefs into a defi- 
nitely sectional program. With a Northern 
victory in 1860, “the South faced the 
desperate alternative of secession or of re- 
maining in a subordinate position in the 
Union” (p. 423). For, in the triumph of 
“the economic ideas of the Northerner .. . 
[which] were as obnoxious... as was 
abolitionism” (p. 440), Southern leaders 
saw “a menace to Southern institutions 
which transcended in significance the per- 
sonal opinion of Abraham Lincoln” (p. 
443), This interpretation understates the 
influence of the Middle West, minimizes 
the hostility of Northern capitalism to- 
ward the anti-slavery movement, and reads 
into the events of the quarter-century 
preceding the war the implications of the 
political revolution of 1860 combining sup- 
porters of protective tariffs with homes 
steaders and _  anti-slavery-extensionists. 
The author’s judgment on the significance 
of the Republican victory is just. 

All in all, this book is a comprehensive 
survey of Southern history; its timeliness is 
` evident; its welcome is assured. 

Cuartes F. STRONG 
Smithshire, Illinois 


Lanning, Jonn Tare. The Diplomatic 
History of Georgia. Pp. 275. Chapel 
Hill: University of North Carolina Press, 
1936, $4.00. 
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Joun Doveras Prrts. The 
Movement for the Acquisition of All 
Mexico, 1846-1848. Pp. 168. Balti- 
more: Johns Hopkins Press, 1936. 
$1.50. 


Both these treatises are obviously exten- 
sions of doctoral dissertations, and both 
belong to university monograph series. 
Lanning’s study is one of The Publications 
of the University of Georgia, and Fuller’s 
is a Hopkins study. 

The historical scholar would do well to 
read Dr, Lanning’s study in conjunction 
with Crane’s Southern Frontier and Et- 
tinger’s biography of Oglethorpe. The 
major portion of The Diplomatie History 
of Georgia is concerned with the diplomatic 
fencing that led to the War of Jenkins’ Ear 
and with it the advance of the southern 
frontier deep into Spanish territory. As 
early as 1736, Oglethorpe had stated that 
he would delay the execution of a boundary 
settlement regardless of orders from Lon- 
don, “so that there should never be a sign 
of these limits.” His tenacious adherence 
to this policy epitomizes the history of 
Georgia as far as London was concerned. 
Partially owing to Oglathorpe, Georgia be- 
came associated with English commercial 
aspirations in the Caribbean; and to the 
Spaniard, Georgia became the physical 
symbol of English arrogance. In addition 
to the more obvious sources, Dr. Lanning 
has examined the Spanish aghives at 
Madrid, Simancas, and Seville in a success- 
ful effort to clarify our understanding of 
the diplomacy of the period preceding 1739. 

For the general reader, the closing chap- 
ters, dealing with the ill-fated expeditions 
to Cartagena, Santiago, and Porto Bello, 
not to mention the triumphant defense of 
Georgia, will awaken a greater interest. 
America contributed 3,600 men to these 


‘expeditions, few of whom ever returned. 


Their experience in defense of the Empire 
was hardly conducive to the making of 
greater sacrifices in the future. By the 
British command they were ill-used and 
treated with contempt. “The attitude of 
the Colonials,’ concludes the author, “re- 
flects to a hitherto unappreciated degree 
both eager response and strikingly typical 
opposition to imperial control, which, 
without sane and sincere attempts at 
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amelioration, might disrupt the Empire.” 

Dr. Fuller’s study is a straightforward 
presentation of the expansionist sentiment 
which developed in favor of the annexation 
of all Mexico, during the years 1846-1848. 
To anyone who has dipped into Benton’s 
Thirty Years View or into Polk’s: volumi- 
nous Diary, the theme is a familiar one. 
The author, closely scrutinizing the press 
issues during these years, reveals an Ameri- 
can public opinion almost joyfully respon- 
sive to the beckonings of territorial aggran- 
dizement. America’s civilizing mission 
loomed so large in all parts of the country 
that it appeared, for a time, to transcend 
even the slavery issue. Indeed, not a few 
antislavery organs were able to fall into line 
with the expansionist sentiment by indulg- 
ing in the belief that slavery would be so 
distended and diluted in a United States 
that included Mexico that it could not long 
survive. 

The author examines also the antics of 
the politicians who tried to gauge the tides 
of public opinion. Judged solely by their 
utterances upon this issue, one leaves this 
study with a very shabby iffipression of the 
political acumen af the members of Polk’s 
cabinet. Polk, whose course was anything 
but steadfast, seems less fumbling than any 
of them. Men of real convictions, like 
Lincoln, for example, who questioned the 
justice of the war, were completely at the 
mercy of, the expansionist roar. 

The contribution of Dr. Fuller’s study 
is in further strengthening the view that 
the Mexican War was not a Southern con- 
spiracy for the extension of slavery. The 
chief support for the absorption of Mexico 
came from the North and the West. Note- 
worthy is Fuller’s careful examination and 
evaluation of Calhoun’s utterances. Far 
from encouraging the expansionist senti- 
ment, the leader of the southeast, who had 
abstained from voting for war, consistently 
adhered to the sane view that t6 annex 
Mexico “would be to overthrow, our gov- 
ernment, and to hold it as a Province, to 
corrupt and destroy it.” Indeed, Calhoun 
in Congress became the recognized leader 
of those who opposed unbridled manifest 
destiny. 

Jonn E. POMFRET 

Princeton University n 
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FOREWORD 


This volume of THE ANNALS contains the papers presented before the 
Annual Meeting of the Academy held in Philadelphia on April 16 and 
17. The timeliness of the topic which forms the basis for all these pa- 
pers will be recognized by all who are conscious of the current tensions 
in international relations. There are also included in the volume a 
paper by Dr. Maurice T. Price on “Sociological Clarification of Inter- 
national Relations,” and a supplement on “The Economics of Isola- 
tion,” reprinted by courtesy of the Manchester Guardian Commercial. 

The Academy owes a great debt of gratitude nót only to the con- 
tributors to the Annual Meeting program, but also to the Columbia 
Broadcasting System which transmitted over a national hook-up the 
address of President Eduard Beneš, of Czechoslovakia, member of the 
Academy’s General Advisory Council. 
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The Outlook in Europe’ 


# 


N THE present international situa- 
tion it is often thought in Europe 
and America that events are hastening 
towards a European war. These fears 
were especially pronounced last year 
when the outbreak of a grave conflict 
was expected, and even this year the 
fears of a catastrophe have not disap- 
peared. The possible beginning is 
here and there fixed for coming years. 
I am, however, of the opinion that 
there is no ground for fearing this 
worst of all eventualities in the coming 
years, and I believe peace in Europe 
will be preserved. 


EFFECTS OF tHe Worip War 


The difficulties which we see in Eu- 
rope are, above all, the consequences 
of the Great War that still continues 
to throw its shadows down to our day. 
The war radically altered the political, 
economic, social, and moral conditions 
in Europe. This condition of change 
was still further emphasized by the 
seven years of grave economic and 
financial crisis through which the 
world has just passed, and from which 
we are only now beginning to recover. 
All these dislocations have been so far- 
reaching that in Europe today we may, 
speak of changes directly revolution- 
ary in their character. 

It is natural that this process of de- 
velopment causes the greatest diffi- 
culties in all spheres, and that it has, 
in particular, produced changes in the 
political régimes obtaining in various 
countries; and as the internal condi- 


1This address to the members and the dele- 
gates to the Annual Meeting of the Academy 
was broadcast from Prague, April 16, over the 
WABC-COLUMBIA network. 


By Epuarp BENEŠ 


tions in the European states before the 
war, during the war, and after the war 
have been, and still continue to be, so 
varied, so different in origin and so 
variously conditioned from the histori- 
cal point of view, there has arisen a 
great variety of political régimes which 
inevitably provide much material for 
the conflicts and international compli- 
cations which evolve before our very 
eyes. 

The Great War which we ourselves 
regarded as a struggle on the part of 
democracy against the absolutist-aris- 
tocratic prewar régime prevailing in 
certain parts of Europe brought about 
a rapid installation of democracy in 
countries with very different histories, 
different development and different 
conditions of devel@pment, and it is 
thus only natural that the various 
postwar democratic organisms devel- 
oped in various ways. It was seen 
that it was the progressive countries, 
the countries prepared for the contem- 
porary trend of events, that were able 
to preserve their democratic status, 
while in other countries democracy 
took no real root. This resulted in 
changes, in revolutions and new ré- 
gimes. The superficial observers of 
these events might easily gain the im- 
pression that Europe had taken a ret- 
rograde trend and hadeven succumbed 
to some form of definitive decline. 

I idok upon this development with 
complete calm, without bias and with- 
out passion, and see in it merely a proc- 
ess directed towards an upswing later 
on. In existing conditions it is of 
course absolutely essential in the in- 
terest of peace that the different coun- 
tries should mutually respect one an- 


| 
i 


| 
| 


Q Tur ANNALS ‘OF THE AMERICAN ACADEMY 


other’s internal régimes, that they 
should strive to respect and tolerate 
the developments in other countries 
that possibly do not coincide with 
their own conceptions, that, they 
should of course protect and consoli- 
date their own régimes, but by reason- 
able international collaboration pre- 
pare the way in their turn for a quiet 
unconstrained development for all Eu- 
rope, for all countries, whatever char- 
acter of régime they may possess, and 
thus pave the way for the future nor- 
mal condition of Europe as a whole. 
Europe is in urgent need of time and 
tranquillity for her future evolution. 
She needs peace. This is the only way 
to save the future of Europe, to avoid 
armed conflict and prepare the way to- 
wards new development and new 
progress for all mankind. 


CZECHOSLOVAKIA’S DEMOCRATIC 
CoMPLEXION, 


For Czechosloyakia herself there is 
only one régime possible—that of de- 
mocracy. This is entirely. in keeping 
with the spirit of our history, for we 
went through the great revolution 
which several nations are only now 
passing through, as early as the seven- 
teenth century (after the year 1618) 
in our struggles for religious ref- 
ormation and our fight against the 
Habsburgs. Later we were greatly in- 
fluenced at the beginning of the nine- 
teenth century by the French Revolu- 
tion, and our subsequent evolution 
took us along a similar path via the 
revolutionary year of 1848 down to the 
year 1914. Our nation, which had lost 
its class of nobles and had long had no 
share in government, becamé more 
and more democratic through this 
development, and at the same time ac- 
quired the necessary political educa- 
tion, for its revolt against the govern- 
ment and dynasty that oppressed it 
could only be achieved by the aid of 


the peasants, the masses ‘of the work- 
ers, and a lower middle class. On the 
social side, our nation had by 1914 at- 
tained such a structural equilibrium 
that class distinctions were insignifi- 
cant, the differences between the po- 
litical parties in no way unsurmounta- 
ble, and the standard of life of the 
population as a whole a very decent 
one. 

Such, on the whole, were the bal- 
anced conditions in which the end of 
the Great War found our nation in 
1918 when the Czechoslovak Republic 
was founded without social convul- 
sions of any kind. It was only natural 
that a nation of democratic sentiments 
should establish its independent state 
upon a wholly democratic basis, and in 
this connection the traditions of the 
American people served as our model 
and luring example. Among others, 
our first President and Liberator, T. G. 
Masaryk, often pointed out to us the 
Constitution of the United States as 
the embodiment of democratic princi- 
ples in the practical life of a country. 

For us democracy meant first and 
foremost that laws should be prepared 
openly in full view of public opinion, 
so that all decisions touching the life 
of the state as a whole should be made 
in due accord and after all-round dis- 
cussion with all responsible factors, 
that the governmental and executive 
power should be submitted to perma- 
nent supervision, and that the funda- 
mental conditions of the respect of the 
human personality and of her moral, 
religious, and political liberty should 
be recognized. 

In such a conception of democracy 
there is no conflict between politics 
and morality, and there is no place in 
it for the principle that evil conduct 
may sometimes be Justified by patriot- 
ism or the so-called interests of the na- 
tion or state. 

An important sector of the life of 
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our state, in which it is possible to ob- 
serve the application of these demo- 
cratic principles, is formed by the 
racial minorities living on Czecho- 
slovak territory. In respect of them 
we accepted certain obligations at the 
Peace Conference. We are deter- 
mined to keep loyally all these obli- 
gations. 

The Czechoslovak Constitution, un- 
der the terms of which all the citizens 
of the state enjoy equal rights, satis- 
fies, by virtue of its democratic spirit, 
all our nationalities, and they as a con- 
sequence, and in contradistinction to 
minorities in other countries, have no 
need to begin to struggle to insure 
their national existence and culture 
(such was originally meant to be the 
object of the minority treaties) but 
they are able to claim a share in the 
government and in directing the for- 
tunes not merely of the minorities but 
also of the whole state. Proof of this 
is to be seen in the presence of minis- 
ters of German nationality in the 
Czechoslovak Cabinet from the year 
1926 down to the present day. 


CZECHOSLOVAKIA’S INTERNAL 
HARMONY 


In view of this consistent applica- 
tion of democratic principles it is not 
to be wondered at that, from 1918 on- 
wards, internal conditions amongst us 
have displayed a stabilization that 


made revolution, whether of political + 


or social character, quite impossible. 
The straightforward line of develop- 
ment and tranquillity shown by our 
democracy has been largely due to the 
fact that up to the end of 1935 the for- 
tunes of the state were in the hands of 
one head—the first President-Libera- 
tor T. G. Masaryk. From the very 
outset the government has been a coa- 
lition one, and the circumstance that 
our Republic possesses proportional 
representation and a progressive social 


legislation enables our state to stand 
comparison with the most progressive 
democracies of the West. The de- 
velopment of Czechoslovakia since the 
war has therefore been analogous to 
that of England, the Scandinavian 
states, Belgium, the Netherlands, or 
Switzerland. I have not the slightest 
doubt that this line of development 
will continue with us, and that nothing 
will occur that is likely to disturb it. 

We believe that our line of economic 
and social evolution according to the 
principles of democracy is the best 
means of evading upheavals and revo- 
lutions. We do not force our régime or 
our political methods on anyone else, 
nor have we any desire to Inter- 
meddle in the internal affairs of other 
countries. 

In our foreign policy we rejected 
from the very outset any and every 
idea of conquest or interference in the 
affairs of otker countries, earnestly 
seeking avenues that would lead most 
quickly to peace and to international 
appeasement, and that would help us 
to collaborate in the consolidation of 
Europe. This was no sign of exhaus- 
tion after the horrors of the Great War, 
but rather was it a planwise and con- 
scious effort to give our state and na- 
tion its due place in the world’s cul- 
tural rivalry, while at the same time 
our democracy found expression in the 
fact that we were not out for gaining 
prestige but for securing reasonable 
economic and cultural collaboration 
with all other countries. This was, in 
short, the policy of the League of Na- 
tions which we pursued and which we 
continue to pursue. This was also 
our aim® when, with Yugoslavia and 
Rumania, we helped to found the 
Little Entente. All this was no easy 
work, and there is still much to be 
done. 

We believe that the efforts which 
our foreign policy represents will be 
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understood and appreciated, and we 
know that our friends in the ‘United 
States appreciate. them, for in our 
ideals of democracy and peace we have 


the strongest ties linking us with the 
great American democracy. 

I wish the American democracy 
every success in its own efforts. 


Eduard Benes, Ph.D., LL.D., is President of 
Czechoslovakia. He organized the National move- 
ment with Dr. Masaryk; was Foreign Secretary of 
the National Council, 1915; member of the Second 
Chamber; Foreign Minister, 1918-1935; Prime Main- 
ister, 1921-1922; Chief Delegate to the Peace Con- 
ference, 1919-1920, and to the League of Nations 
since 1920. He was co-founder of the Little Entente 
and one of the authors of the Geneva Protocol. He 
is author of “Bohemia’s Case for Independence” 
(1917) and “War Memoirs” (1927). 


The Far East and American Foreign Policy 


By FREDERICK V. FIELD 


T IS a curious fact that during near- 
ly two years of continuous debate 
on the issue of neutrality, Congress has 
scarcely mentioned the effects of its 
proposed policy on one of the two 
great areas where a major interna- 
tional conflict is possible. It is more 
than curious, it is symptomatic of the 
immaturity, if not lack, of public 
thought or discussion on the applica- 
tion of our general principles of for- 
eign policy to our relations with Far 
Eastern countries. The question of 
whether or not war is imminent in the 
Orient, and if so what policy this coun- 
try had best pursue in order either to 
throw its influence on the side of a 
peaceful settlement of the issues in- 
volved or to isolate itself from the ef- 
fects of a Far Eastern war if it should 
break out, are matters of great na- 
tional importance which have received 
little attention in or out of Congress. 
Yet it is clear that the next war, 
from which we are so concerned to 


.. Insulate ourselves, may begin in the 


Far East just as much as it may in 
Europe. Perhaps it is more likely to 
begin m the Far East, for there does 
not exist there that balance of power 
which many observers believe to be an 
important deterrent to the early out- 
break of war in Europe. It may be 
that upon examination we will find 
that the policies and legislation which 
Congress is devising to insure our non- 
participation in a war of European 
origin will adequately suit similar de- 
velopments in the Far East. 


_ Our SPECIAL RELATIONS WITH THE 
‘ Far East 


This, however, cannot be assumed 
to be necessarily so, for the application 


of our universal principles of foreign 
policy has traditionally been different 
in our relations with the Far East from 
that in our relations with Europe. 
For instance, the principle of main- 
taining for Americans equal trading 
opportunities with the citizens of other 
nations in foreign countries has, be- 
cause of a different set of conditions 
found there, called for different meas- 
ures and policies in the Far East from 
those called for in Europe. In both 
China and Japan it has called for spe- 
cial American rights and privileges 
with, respect to judicial procedure, po- 
licing, the adrninistration of special 
territorial concessions, control of tariff 
and the administration of customs 
revenue, and the like. , In China most 
of these speci&l rights and privileges 
remain. We have, therefore, in carry- 
ing out our general principles of for- 
eign policy, entered into special re- 
lations with Far Eastern countries 
different in important respects from 
our relations with European countries. 
These special relations have with the 
weight of tradition themselves become 
conditioning factors in the application 
of new principles of United States for- 
eign policies to that part of the world. 

Do these special relations which we 


* have with certain countries of the Far 
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East have any bearing on our position 
in the event of war let us say between 
China and Japan? Does the so-called 
neutraljty legislation now pending be- 
fore Congress have the same implica- 
tions with respect to a conflict starting 
in the Orient as it has with respect to 
one beginning in Europe? Moreover, 
are the conditions and problems perti- 
nent to war and neutrality prevailing 
in the Far East of a sufficiently similar 
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nature to those prevailing across the 
Atlantic to make the same legislation 
equally applicable to both areas? 

These are rather important ques- 
tions, the answers to which will not be 
found in the records of any public dis- 
cussions, inside or outside the Govern- 
ment, which have come to my atten- 
tion. Until they are subjected to long 
and careful scrutiny by private and 
governmental agencies, practical an- 
swers cannot be given. The solutions 
of questions such as these in a democ- 
racy depend so much on the state of 
public opinion that until the citizens 
of the country have been. sufficiently 
informed to express their views, noth- 
ing democratically valid will be forth- 
coming. | 

I do not have answers to these 
questions to suggest to you. All that 
Į can attempt is to survey what small 
amount of current discussion of United 
States Far Eastern poligy is available, 
against a background of the probabil- 
ity of war in thé Far East. If we can 
estimate the war danger in the Orient 
and then review the policies advocated 
by Americans with regard to that dan- 
ger, we shall at least have made a start 
towardg examining the larger ques- 
tions involved in the application of 
our foreign policies to the Far East 
which I have just called to your at- 
tention. 


f 
TRENDS IN HINA AND JAPAN 


First of all, then, what are the pros- 
pects that a war will break out across 
the Pacific? 

There is a danger that those who 
have been following Far Eastern de- 
velopments since 1931, or,efor that 
matter, since long before that year, 
may have fallen into the habit of re- 
garding Japan’s aggression into China 
and China’s policy of retreat and com- 
promise as constant factors. It is 
true that for five and a half years 


Japan has edged farther and farther 
into Chinese sovereign territory and 
into China’s economic and political 
life. China, while making vigorous 
verbal protests, has, with the excep- 
tion of minor skirmishes in Chahar 
and Sutyuan and a more important 
one at Shanghai, put up practically no 
military resistance. Further, China 
has accepted imnumerable economic 
and diplomatic compromises, each one 
representing the loss of additional 
sovereign rights. Perhaps the most 
vigorous action of the Chinese Gov- 
ernment during these years has been 
in ‘suppressing anti-Japanese senti- 
ments and activities among its own 
people. At times it has seemed that 
the Japanese army was receiving 
sterner opposition from political forces 
at home than from the Chinese in the 
invaded regions. 

Many people have come to regard 
this situation as normal, the Japanese 
always advancing, the Chinese always 
retreating. If it were a true picture, 
there would be little danger of war in 
the Far East, for it takes two to make 
a fight. 

The truth of the matter is that we 
are not now, nor have we ever been, 
dealing with fixed quantities in the 
modern Far Eastern situation. While 
it is true that on the surface the phe- 
nomena of Japanese advance and Chi- 
nese retreat have characterized the 


. relations of those two countries, within 


each a dynamic struggle has been go- 
ing’on which is just beginning to break 
through to the surface. While in 
Japan the military has been spending 
its economic and political reserves in 
an orgy of extravagance, important 
conservative and liberal civilian forces 
have been striving to regain control of 
the government. The military today 
remains in virtually complete com- 
mand, but the acts of desperation to 
which it has been repeatedly forced 
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over the last year and a half are evi- 
dence of the growing strength of the 
opposition. 

In China, conversely, it is the groups 
advocating armed resistance to Japan 
that have been restless under the wait- 
ing policy of the Nanking government. 
Over the last five years the number 
and the strength of these groups have 
increased to startling proportions, and 
the increasing effectiveness and co- 
herence of the pressure on the Chiang 
Kai-shek government have begun to 
show results. Every domestic crisis 
in China reveals a country increas- 
ingly unified on the anti-Japanese is- 
sue. Each occasion for the expres- 
sion of public opinion indicates a more 
militant attitude held by a larger seg- 
ment of the population. 

This, in brief, is the dynamics of the 
situation which makes developments 
in China and Japan anything but fixed 
factors. The trend seems to be, in 
' Japan, towards increasing opposition 
to the military, who are responsible for 
the China policy, and, in China, to- 
wards resistance to further Japanese 
encroachments. If both trends con- 
tinued to completion there would 
seem to be little likelihood of war, for 
the Chinese, bent on defense, would 
not be attacked, because of the modi- 
fied Japanese program. It would be 
encouraging to be able to report the 
likehhood of this development, for it 
would hold out the possibility that all 
outstanding issues between the two 
countries would be settled by dipfo- 
macy. It would imply negotiation by 
the two countries on an equal footing. 

Perhaps only fools and novices dare 
to prophesy events in the Far East— 
such, at least, is an adage of the “old 
China hand”—~but in view of the seri- 
ousness of the topic before us we are, 
I feel, compelled to make the best in- 
terpretation we can of the facts and 
information at hand. In any case, I 


am willing to risk the epithet in what 
IT am now saying. 

I fear that events will not turn out 
in the way I have described. In the 
near future I do not see diplomatic so- 
lutions between China and Japan if 
developments in each run their course 
without outside interference, because 
the Chinese forces for national defense 
are likely to win out during the ‘next 
few months or years, whereas the 
Japanese anti-military groups are 
likely to remain disorganized and in- 
effective under military dominance. 
The trend in China will probably con- 
tinue; in Japan the civilian groups will 
probably remain politically frustrated. 


CONTRASTS BETWEEN CHINA 
e AND JAPAN 


A good deal of evidence can be mar- 
shaled in support of this interpreta- 
tion. For one thing, the contrasting 
natures of the Japanese and Chinese 
Governments make it far more likely 
that a group dominatihg the former 
can retain its hold than in the case of 
China. The Japanese Government is 
authoritarian in the fascist sense. It 
has well-nigh unlimited powers over 
the people, their schooling, they hab- 
its of thought and behavior, the news- 
papers and books, the public lecture 
platform, even over the Diet itself. It 
follows that an anti-democratic, anti- 
parliamentary group like the military, 
once in the saddle, has the upper hand 
over all opposition groups to an ex- 
traordinary extent. Not only is the 
obvious disapproval of the military’s 
policies which the electorate and its 
represenfatives have voiced during re- 
cent months ignored by the army, but 
steps are taken to suppress the fur- 
ther expression of such sentiments. 
The principal danger to the military 
(hope, that is, to the civilian interests) 
seems to rest in disaffections within its 
own ranks. These still exist, even 
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after the stringent purge and disciplin- 
ing of the last year; but that they are 
sufficiently serious to threaten a mili- 
tary government is doubtful. 

Turning to China, the government 
there has repeatedly tried to impose 
thought controls over the population 
of that country; it has not hesitated to 
enforce censorship ruthlessly. Civil 
liberties have been widely impaired in 
the interests of the policies of the 
ruling group. But the situation in 
China in this respect is altogether dif- 
ferent from that in Japan, for the Chi- 
nese Government has not the per- 
fected system of admimistration or the 
disciplined loyalty of the police and 
armed forces which makes possible the 
complete suppression of feelings deeply 
felt by the people. The wholé Chi- 
nese tradition, moreover, is opposed to 
the regimentation to which Japanese 
are accustomed. ‘The Chinese Gov- 
ernment, perhaps in consequence of 
this situation, must be more politi- 
cally responsi*¥e to expressed public 
opinion than the Japanese Govern- 
ment. It is quite possible, therefore, 
that a trend of opinion which is op- 
posed to the official view will develop 
sufficiently to influence and even cap- 
ture the government in China. 

The virility and the concreteness of 
the trends in the two countries are also 
in contrast. I have called the growth 
of civilian opposition to the Japanese 
military a dynamic trend, but perhaps 
that implies more meaning than I have 
intended to give it. If what I have 
said implies that the civilian groups 
have come forward with a construc- 
tive program of reform for Jafan’s dif- 
ficulties, I have misrepresented the 
fact. Actually, except for a very 
small group at the extreme legal left 
of the political scale, the civilian op- 
position has not put forward any sort 
. of comprehensive or concrete plat- 
form. It is an utterly chaotic opposi- 


tion, representing in a vague sort of 
way a return to some kind of civilian, 
constitutional, parliamentary, party 
government, but with no announced 
details as to methods or objectives. 
It therefore hardly constitutes a for- 
midable opposition to the military, 
even though the latter itself is far 
from unified as to a concrete program 
of reform. 

It is hard to see how the present 
Japanese policy can be frustrated from 
within until a more effective civilian 
opposition emerges. Furthermore, it 
is hard to see how the military pro- 
gram of expansion can be permanently 
curtailed until some other method of 
coping with Japan’s problems is advo- 
cated. The process of expansion is 
an escape from internal problems; it 
makes possible a postponement of 
their solution by diverting the na- 
tional attention. ‘True, it creates new 
and worse problems and adds them to 
the already existing domestic ones, but 
it successfully manages to put things 
off for a while. Until an opposition 
comes forward with a program of dras- 
tic internal reform in lieu of expansion, 
the effect of such an opposition on the 
policy vis-a-vis China cannot be very 
fundamental. 

The program advanced by the ad- 
vocates of armed national defense in 
China, in contrast, has certain quali- 
ties which suggest its continued 
growth and eventual victory in Chi- 
nese politics. Its objectives are sim- 
ple.and clear, and its methods of 
achieving them concrete. It makes a 
natural appeal to Chinese patriotism. 
It does not confuse domestic and for- 
eign issues; it singles out and concen- 
trates on a single point, defense against 
Japanese invasion. It appeals to all 
groups interested in unity to achieve 
national salvation through defense of 
the country. Its only declared inter- 
nal enemies are the pro-Japanese 
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clique which it calls traitors. The 
movement has thus made great head- 
way and seems to be impelling the 
country towards armed resistance. 
Whether this will lead to suicide, as 
many foreigners believe, or to salva- 
tion 1s a question of deep concern to 
the whole world, but, whether for 
good or for bad, it is not one which 
conditions the people’s feeling towards 
war. 


CHINESE INTERNAL CONTROVERSY 


The central internal controversy in 
China has been waged over the ques- 
tion of which should come first—uni- 
fication or resistance to Japan. The 
group which has dominated the gov- 
ernment has pursued a policy of mili- 
tary unification first, to be followed at 
a later stage by resistance to Japan. 
The opposition has been composed of 
many groups, motivated by different 
ambitions, but all of them united in 
the conviction that unification by co- 
ercion would not work. The only 
possible way of unifying the country, 
they have held, was by resisting 
Japan, by welding the country to- 
gether in a supreme effort at national 
hberation. The Sian incident of early 
December came as proof of their con- 
tention that unity could not be im- 
posed on the country by force. 

The principal objections of these 
groups to the government’s policy 
have rested in their belief that while 
military unification was being at- 
tempted, China was rapidly being dis- 
membered by Japan. By the time the 
unification of the remaining parts of 
China would be brought about, if in- 
deed it ever could be, they argued 
there would be so little left and China 
would be in such a comparatively weak 
position as to be unable effectively to 
resist further Japanese encroachments. 
They have held that the coercive unifi- 
cation of China by the central govern- 
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ment contained three more fallacies: 
first, that by continuing internal war- 
fare it wasted the energies and man 
power of the country, all of which were 
essential for defending it against Ja- 
pan; second, that the unification which 
might be achieved by the central gov- 
ernment was a superficial one which 
had no foundation in the economic 
and social well-being of the Chinese 
masses; and third, that the huge ex- 
penses of military unification were 
bankrupting the country without in- 
stituting economic reforms deemed es- 
sential for national salvation, thereby 
failing to create a strong economic 
base for resistance against Japan. 

Now an interesting feature of the 
policy of those opposition groups, and. 
onéthat is very pertinent to our ques- 
tion as to whether China will fight Ja- 
pan, is their political aim vis-a-vis the 
Chinese Government. It has recently 
become amply evident that their de- 
sire is not to overthrow Chiang Kai- 
shek and the whole*Nanking group, 
but rather to remove from their posi- 
tion of dominance the small but pow- 
erful pro-Japanese clique within the 
government. The opposition’s aim is 
to utilize all the country’s existing 
talent, of which in the military 
sphere Chiang Kai-shek is in the top 
rank, but to utilize it to achieve 
national unity through resisting 
Japan. 

Recently it has become abundantly 
clear, or so it seems to me, that those 
advocating nonresistance are losing 
face within the country. A govern- 
ment pursuing these policies no longer 
rests 6n a broad political base. An 
overwhalming sentiment in favor of an 
immediate stiffening towards Japan 
and a political amnesty at home has 
been expressed. With each domestic 
crisis Nanking has had to go further 
in meeting this feeling, until today it 
appears to be faced with a final choice; 
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i 
or if not today, it will be on the occa- 
sion of the next internal crisis, or even 
the next after that. ! 

This brief view of the Far Eastern 
scene leads me to the conclusion that 
war between China and Japan, while 
depending on all sorts of unpredicta- 
ble circumstances, is at least a strong 
possibility. The chances that Japan 
will withdraw from or curtail her ad- 
‘ vance on the continent seem small, 
whereas there is strong likelihood that 
in China the wave of anti-Japanism 
will reach the point of armed resist- 
ance to that advance. 

Whether, if such a war developed, it 
could be localized has an important 
bearing on the policy the United 
States should adopt. I cannot take 
up this aspect of the question in the 
present paper except to point out the 
. extreme danger of gambling on the lo- 
calization of war in the modern era. 
We have only to recall that the Soviet 
Union 1s adjacent to Japanese-con- 
trolled territor¢, that it controls 
sources of war materials and the stra- 
tegic hinterland to an attack on China, 
and that it extends westward into Eu- 
rope, to appreciate the extraordinary 
dangers lurking in a Sino-Japanese 
war. 


American PUBLIC OPINION 


The focus of our attention should 
properly be on the American connec- 
tion with these problems abroad 
rather than on the problems them- 
selves. - While, as I have suggested 
earlier, there has been too little ma- 
ture public consideration of the impli- 
cations of our foreign policies specifi- 
cally to the Far East, some beginnings 
have been made in analyzing the prob- 
lems involved. There isa small group 
of specialists who give some thought 
to the matter. That the discussion of 
our Far Eastern policy has not yet 
reached a mature stage even among 


this small group is evident by the wide 
divergence of opinions it represents as 
to what course our country should 
adopt. The conflict of views repre- 
sents less cleavages on fundamental is- 
sues of policy, which one expects and 
welcomes, than differences as to facts 
and meanings all ‘along the line. 
There appears to be a consensus of 
opinion on nothing. Yet it is clearly 
worth our while to see what are the 
principal lines of policy advocated, 
and to pay special attention to their 
Far Eastern implications. 

Very roughly, Americans who have 
expressed themselves on our relations 
with the Far East fall into the two 
categories of isolationists and interna- 
tionalists. If these characterizations 
are anathema to some, we may substi- 
tute the words non-participants and 
participants in world affairs, or we 
may say that the isolationists advo- 
cate a passive rôle in international af- 
fairs, whereas the internationalists 
wish to play an active rôle. 


Tur Isouationist POSITION 
The isolationist position requires 


` less description than that of the inter- 


nationalists, because, for one thing, it 
represents a passive, inactive policy, 
and for another, its concrete program 
has been before us for two years in the 
form of the neutrality legislation: de- 
bates. A few words will serve to re- 


„late the isolationist program to the Far 


Eastern scene. 

The isolationists, seeing little hope 
of preventing another major war in 
Europe or the Far East and having 
little faith that the League of Nations 
as at present constituted can prevent 
such an outbreak, are primarily con- 
cerned with keeping the United States 
isolated from the next war when and 
wherever it may occur, and only 
secondarily with maintaining world 
peace. 


Tur Far East AND AMERICAN ForeIon POLICY 


With respect to the Far East the ` 


isolationists see no point in continu- 
ing our traditional policy of diplomatic 
intervention which proved so futile 
following the Mukden incident im 
1931, and which, they feel, has no 
chance of becoming effective today. 
They favor the withdrawal of Ameri- 
can naval forces to a defense position 
on a line extending no farther west- 
ward than the Aleutian Islands, Ha- 
wali, and the Panama Canal. They 
favor the independence of the Philip- 
pines, associated with a commercial 
arrangement with this country favor- 
able to the economic welfare of the 
Islands, and with an international 
treaty guaranteeing or at least ob- 
serving their neutrality. 

With respect to Japan the trend of 
American isolationist opmion is to ne- 
gotiate measures which will relieve 
tension existing between the two coun- 
tries and at the same time to do what 
can be done to alleviate Japan’s own 
problems and thereby strengthen the 
domestic position of the civilian over 
the military elements. The isolation- 
ists do not consider that it is any of 
our business to assist China to fight 
her own battles against Japan, but 
many of them believe that the allevia- 
tion of Japan’s difficulties elsewhere 
will reduce Japanese pressure on 
China, thereby improving the whole 
Far Eastern position. 

Even though this policy should fail, 
the isolationists do not consider that 
our economic and commercial intefests 
in the western Pacific are sufficiently 
great to justify a policy of interference 
which they believe must rest on naval 
superiority. They consider it an in- 
herently dangerous policy which at 
any time may lead us into a major 
conflict across the Pacific. Many iso- 
lationists, therefore, though I think 
not the majority, would grant Japan 
naval parity. 
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Tue INTERNATIONALIST POSITION 


The internationalists, on the other 
hand, interpret the main features of 
the isolationist program as an anach- 
ronism in the modern world. It is 
not consistent with our position in the 
world community, they say, and fur- 
thermore, it will not work. In prac- 
tice it will not isolate us from the effect, 
direct or indirect, of a major conflict. 
Peace today is indivisible; no impor- 
tant nation may remain aloof from a 
great conflict. The best hope of the 
United States, therefore, lies in join- 
ing with other nations in an active pol- 
icy of coöperation to check aggression. 
In the Far East this means a codpera- 
tive effort by the antiwar nations on 
the%conomic and diplomatic fronts to 
curb Japanese aggression. 

It is not to protect an American eco- 
nomic stake in the Far East that the 
internationaligts advocate an active 
antiwar American policy, for they rec- 
ognize that that stak@ is of very little 
account in our total national interest. 
Rather, they believe we should try to 
prevent the outbreak of war across the 
Pacific because we have permanently 
a gigantic stake in preventing the set- 
tlement of international difficulties by 
force anywhere. In the Far East, be- 
cause of our traditional policies and 
geographic position, we are in a par- 
ticularly favorable position to exert 
antiwar pressure. And, further, they 
argue that it will unquestionably in 
the long run be directly to our interest 
if China becomes a unified nation with 
a rising standard of living and if Ja- 
pan is*induced to seek internal and 
non-milary solutions to her major 
problems. War between the two will 
only produce a situation threatening 
further war; a peaceful solution will 
greatly strengthen the possibilities of 
reéstablishing international diplomatic 
machinery in the Pacific. 
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Advocates of this policy are divided 
as to the rôle of the navy, some 
believing that diplomatic and eco- 
nomic pressure unsupported by the 
threat of force will avail nothing, 
others believing that the threat of 
force to maintain peace involves a con- 
tradiction in logic. All international- 
ists, however, agree that the unilateral 
use of force or the threat of force must 
be abandoned in favor of a collective 
use of naval strength. The split over 
the navy arises from the question as 
to whether modern states can actually 
control the use to which their armed 
forces are put, once they have created 
them. ‘The group in favor of risking 
the collective use of the naval threat 
point with some justification to the 
effect which the rapid militarization of 
the Soviet Far East had in curbing a 
further Japanese northward push in 
1932 and 1933 and in stopping the 
Japanese army at the borders of Outer 
Mongolia three years later. Oppo- 
nents of this viêw point to what they 
believe to be an essential difference 
between the incentives of and controls 
over an armed force in a socialist state 
and those in capitalist countries. 
They believe In any case that nations 
are much less likely to resort to war 
in the absence of aggressive weapons. 
They also point to the ascending spiral 
of armaments programs, building mn 
one nation being a principal incentive 
for building in another. 

‘Internationalists believe that the 
outbreak of war between China and 
Japan is probable unless foreign coun- 
tries interfere, that such a war is likely 
to spread to Europe, and t&at the 
United States must sooner orlater be- 
come involved. They do not, how- 
ever, wait upon proof of these points 
to advocate a positive antiwar policy, 
for they say that as long as the mere 
possibility, let alone the probability, 
of such a sequence of events exists, we 
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are obliged to take an active part in 
preventing it. The isolationists, they 
say, would do nothing about these de- 
velopments except to create a false 
sense of security behind a barricade of 
neutrality legislation which would col- 
lapse with the first strong winds of 
war. 


THe ANTIWAR PROGRAM 


But is not an active antiwar policy 
dangerous for this country? Is it not 
likely to be ineffective in preventing 
war and to involve us directly in one 
when it starts? This, of course, is the 
view of isolationists, and, clearly, it is 
also the view of the general American 
public. In the recent neutrality 
legislation Congress undoubtedly cor- 
rectly reflects public opinion. While 
admitting the reality of this observa- 
tion, internationalists see in this state 
of public opinion a challenge to exert 
leadership in the American commu- 
nity so that public opinion may be 
brought more accurately into line with 
the actual condition of modern inter- 
national relations. We should there- 
fore go somewhat farther into their 
program for the Far Eastern situation 
to see where, with respect to that part 
of the world, they would lead us. 

I have not been able to find any 
satisfactory outline of this program in 
writing; but from fragments of articles 
and from many conversations and dis- 
cussions it would seem that an active 
and full-fledged antiwar program for 
the’Far East would be based on four 
general principles. These im turn 
would be premised on much the same 
sort of analysis of the Sino-Japanese 
problem that I have given, namely, 
that the best hope of avoiding war is 
for China to become a strong national 
unit able to defend itself, and for a 
civilian government with a strong pro- 
gram of internal reform to take control 
of the Japanese Government. The 
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balance in both countries, the interna- 
tionalists believe, is sufficiently deli- 
cate so that joint diplcmatic and eco- 
nomic pressure from the United States, 
Great Britain and tie Dominions, 
France, the Soviet Union, and perhaps 
the Netherlands, would prove effec- 
tive. These countries could bring 
just the additional pressure to bear on 
Japanese militarism, supplementary to 
the resistance to expansion offered by 
the U.S.S.R. and Chima, to force the 
liquidation of a provocative interna- 
tional program in Tokyo. The collec- 
tive strength of the forzign democratic 
countries would more than balance the 
encouragement and support given 
Japanese militarism by the fascist 
countries of Europe. 


PRINCIPLES OF ÅNTIWAR POLICY 


This, then, is the purpose, as I in- 
terpret it, of the policy advanced by 
the advocates of our joining in an in- 
ternational antiwar efort in the Far 
East. The four principles to which I 
have alluded, on which this policy 
would be based, are: 

1. The present Jadanese Govern- 
ment should in no way be encouraged 
to gain and perpetuate concessions in 
the political or econornic fields so long 
as it pursues its aggressive designs on 
the Asiatic mainland. In the present 
mood of the Japanese military, it is 
held, any gains abroad, even economic 
or diplomatic, can be used to advan- 
tage in strengthening ~heir hold on the 
Japanese people. Tke internatidnal- 
ists feel that this is nc longer the time 
for the type of concessions which 
would ordinarily be sought by those 
interested in alleviating the Japanese 
situation. The Unit2d States has a 
part to play in assisting Japan in terms 
of tariffs, immigration, and the like, 
but this is not the strategic moment 
for such gestures. They must wait 
until they can be made a supplement 
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to internal Japanese reform, and not, 
as they would be today, an encourage- 
ment to Japanese aggression. Theim- 
mediate job, this group believes, is to 
frustrate Japanese imperialism and 
thus force its internal collapse. 

2. Conversely, these international- 
ists believe that the Chinese people, 
who in the nature of the case must 
bear the brunt of any policy designed 
to restrain Japanese imperialism, must 
be encouraged by all means consistent 
with peace to develop a strong, unified 
nation. 

3. The third general principle ad- 
vanced by those advocating an active 
American Far Eastern policy is cardi- 
nal to their beliefs. It is that in pur- 
suing an active policy the United 
States cannot operate effectively by 
itself. In a complicated international 
situation of this sort unilateral action 
is both futile and highly dangerous. 
It is dangerous, they believe, in that 
it leads to a rivalry and bitterness 
which brings the Uftited States di- 
rectly into the midst of the contro- 
versy, and it destroys whatever inter- 
national peace machinery remains. It 
is futile because it does not succeed in 
its purpose and leaves the gituation 
worse than before. Therefore, a pre- 
requisite to the success of an active 
antiwar policy in the Far East is co- 
operative action with other countries 
having the same general interest in 
the Far Eastern situation. 

4. Finally, most internationalists 
hold that an active policy against war 
in the Far East must be carried out in 
such a way as to give no incentive to 
the gréwth of militarism for aggressive 
purposes abroad or at home. The en- 
couragement, rather, of the reduction 
of armed forces to the size and type re- 
quired for defense only, must form an 
essential feature of the policy. They 
believe that in the case of the Far East 
the absence of aggressive military pro- 
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grams abroad will deprive Japanese 


imperialists of their main ‘fuel for , 


armament propaganda at home, and 
the concerted economic policy of the 
foreign nations opposed to Japanese 
expansion would greatly increase the 
latter’s difficulty in securing the ma- 
terials and funds with which to create 
further military weapons. 


INTELLIGENT OPINION NEEDED 


Such, in very broad terms; are the 
policies put forward by the two gen- 
eral schools of thought which seem to 
be emerging on American Far Eastern 
policy. They reflect, of course, the 
' same differences of opinion held to- 
wards our policy in other parts of 


the world. But the characteristic to 
which I want to give special promi- 
nence is the relative immaturity of our | 
discussion of these questions as they 
apply to that vastly important section 
of the world across the Pacific. Until 
the points of view which I have tried 
to sketch are subject to long and ardu- 
ous scrutiny in Congress, in public 
forums, in private discussions, in our 
newspapers and periodicals, and in our 
schools and colleges, we shall have no 
intelligent public opinion on our rela- | 
tions to the Far East. This trend has 
already been given a healthy start, but 
qualitative and quantitative improve- 
ment is needed before it can responsi- 
bly guide state policy. 


Frederick V. Field is secretary of the American 
Council, Institute of Pacific Relations, New York 
City. He is chairman of the Editorial Board of 
Amerasia; author of “American Participation in the 
China Consortiums” (1931); and co-author of “Con- 


flict in the Far East” and “Behind the Far Eastern 


Conflict” (pamphlets issued by the American Coun- 
cil in 19382-1933). He contributed a chapter on for- 
eign investments in “Empire in the East” (1934), 
and-edited the “Economic Handbook of the Pacific 
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Storm Warnings of Conflict 


By Paiiires BRADLEY 


Sir Herbert Samuel, British Liberal 
leader, states that an international war on 
the same order as the civil war in Spain 
may be impending in Eastern Europe. 
“In an age when vast numbers of men and 
women have learned something, at least, of 
what the social system is, and their own 
place in it, Europe has been brought into a 
dangerously explosive condition. In many 
countries the forces of discontent have 
become Communist, revolutionary, in- 
tolerant, anti-religious, anti-democratic, 
internationalist.” 1 


HE international atmosphere is 

increasingly charged with storm 
warnings of conflict. Observers in 
every part of the world are reporting 
clouds on the horizon of world peace. 
Depressions in the climate of comity 
hover over many areas. Long-range 
forecasters are prophesying the break- 
down of even the degree of stability 
that the world order today presents. 
Voices raised in dissent against the 
current utterances of doom? are drowned 
out by the sirens which announce the 
coming of the tornado of war. 


Tue PROBLEM 


In the midst of this welter of con- 
flicting opinion, it may be worth while 


to attempt an analysis of the factors . 


which, in the long run (in terms of 
years rather than of weeks or months), 
appear determinative of the climate of 
international relations; for any signifi- 
cant prognosis of these relations will 
depend on the relations between and 
the balance of these factors. 

Such an analysis suggests that va- 
rious factors must be considered in 

t New York Times, May 8, 1987, 5: 4. 


2 Walter Millis, Viewed Without Alarm: Europe 
Today, New York: Houghton Mifflin Co., 1937. 
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attempting an answer to the general 
question, “Is war imminent?” First, 
there are several basic factors which 
seem to impose an affirmative answer. 
Second, certain auxiliary factors ap- 
pear to substantiate that answer. 
Third, what may be called counter 
factors suggest a different appraisal, 
or at least modification of too positive 
an affirmative of the inevitability of 
war. Each of these factors requires 
analysis before an attempt is made to 
trace a weather chart of possible 
conflict. 

Before beginning a discussion of the 
principal question, however, some defi- 
nition of the terms is perhaps per- 
tinent. First, what is war, and second, 
what do we mean by “imminent”? 
War, after alf, has a wide variety of 
connotations and suggestions for us 
today. What we are primarily con- 
cerned with is a world war, that is, a 
war that would engage most of the 
great powers and certainly a large 
proportion of the smaller powers in the 
world. But it is important to re- 
member that there are localized situa- 
tions which produce what amounts to 
a continuing state of war, or a potential 
world war. For instance, how many 
Spains will it take to make one world 
war? There are certainly areas in the 
world in which the possibility that 
general conflict will arise is by no means 
slight. If we are to have a succession 
of Spaans, it becomes important to 
appraise, the general question of the 
imminence of war in the light of such a 
contingency. When the Prime Min- 
ister of Great Britain can say that the 
frontiers of that country lie on the 
Rhine, and, as someone has said, the 
frontiers of Germany arenow at Malaga, 
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the possibility that world conflict will 
arise out of localized wars is clearly 
enhanced. War, indeed, seems today 
‘more endemic than epidemic. How- 
ever we may view these recurring 
“incidents” from the fortunate isola- 
tion of our geographical immunity 
behind our ocean barriers, their effect 
upon our foreign policy is by no means 
indirect or contingent. 

Second, what do we mean by “im- 
minent”? Thorstein Veblen used a 
phrase which is conveniently vague, 
like “imminent”—‘“the calculable fu- 
ture.” Now, what is the calculable 
future with respect to a possible war on 
a world-wide scale, or at least on a 
continental scale? In considering the 
“storm warnings of conflict,” it may 
add precision to treat as “Imminent” 
a calculable future which can be meas- 
ured in less than ten years, very likely 
in less than five. 

A consideration of particular areas 
where conflict appears to be imminent, 
or of the factos relevant to special 
causes of conflict in those areas, would 
be both instructive and pertinent. But 
such an analysis entails examination of 
how more general factors are to be 
weighted with relation to a specific 
potentidl of conflict. Appraisal of the 
present balance of the general factors 
may, therefore, prove a useful basis for 
their application to particular cases. 


Tue Basic Facrors 


There are, first, the basic factors 
which seem to indicate the imminence 
of war in the calculable future. Three 
seem especially important: population 
pressure; the distribution of raw mate- 
rial supplies, and industrial advan- 
tages; and the nature of the contempo- 
rary economy. 


Population pressure 


Population pressure is not, of course, 
an immediate cause of war. But it is 


a, continuous and increasing concern of 
a number of the great countries and 
many of the smaller. And, further- 
more, it is a very convenient “talking 
point” for the orators on the future of 
the foreign policies of those countries— 
indeed, of their very “destiny.” 3 

It would be more accurate, if we were 
trying to define the question precisely, 
to take not the number of people per 
square mile of any particular country, 
but the number of people per usable 
square mile. If that measurement 
were available generally, the popula- 
tion pressure in the countries where 
that pressure is greatest would be 
increased rather than decreased, in 
every case. But, simply on the basis 
of the general figures, the pressures are 
significant. Great Britain leads with 
over 504 people per square mile, but 
Great Britain has a sizable empire from 
which to draw sustenance for those 
people. Next in order come Japan, 
Germany, and Italy, with 469, 363, 
and 344 people per square mile. Then 
comes China, which without Manchu- 
ria has a population pressure of 198; 
France 196; the United States 37; and 
Russia 21. : 

These figures suggest at once the 
psychological as well as the practical 
differentials which exist. Several fac- 
tors aggravate the population problem 
of the more densely settled countries. 
First, contemporary immigration pol- 


, icies of some of the less densely settled 


countries, notably of the United States, 
Russia, and more recently of the Latin 
American countries, of Canada, and 
Australia, have restricted emigration to 
regions attractive for settlement on 
account of climate or culture. Second, 


3'The oratorical formulas on this question in 
Italy and Germany are familiar. But the 
spokesmen of Poland and of many other countries 
talk in similar views. See, for instance, New 
York Times, Aug. 2, 1936, 28: 8; Aug. 7, 1936, 
2: 4; Feb. 9, 1937, 11: 1. 
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the monopoly of colonial areas by 
countries relatively less densely popu- 
lated increases the psychological ten- 
sion. 

Whether Japanese domination in 
Manchuria or Italian in Ethiopia has 
converted Japan and Italy from “un- 
satisfied” into “‘satisfied’”’ countries, it 
is too soon to tell. Certainly, however, 
until the drives behind these expan- 
sionist policies are understood by the 
peoples of the more socially stable and 
economically secure countries, the pros- 
pect for easing the uneven pressures of 
present population distribution seems 
slight. The practical potentialities of 
the new agricultural technique making 
possible a rising domestic standard of 
living within present boundaries are as 
yet unknown; but certainly within the 
present economy, they are at best 
doubtful. But the facts of the popula- 
tion differential will remain for a con- 
siderable time a significant factor in the 
dynamic of conflicting national policies. 


Distribution of raw materials 


The second basic factor is the dis- 
tribution of political control over raw 
material supplies and industrial advan- 
tages. It is fashionable to talk of the 
“haves” and the “have-nots.” That 
differentiation is based, in fact, more on 
the location of the basic raw materials 
within the domestic areas of the great 
industrial countries than on the posses- 
sion of important colonial areas of 
supply. No one supposes that spokes- 
men as intelligent as Mussolini «or 
Hitler argue for the reallocation of 
colonies solely (or even principally) 
on the ground of gaining political con- 
trol of raw materials. And yet it is 
not an unimportant asset of Great 
Britain, of Belgium, or of the Nether- 
lands to control politically the resources 

4 Oswin William Willcox, Nations Can Live at 


Home, New York: Norton, 1935; also, Yearbook 
of the U. 5. Department of Agriculture, 1936. 


of their colonial empires, for ultimately 
policies regarding the exploitation and 
utilization of those resources are deter- 
mined by conceptions of national 
interest. However narrowly those pol- 
icies may be conceived in terms of the 
“general welfare” or true “‘national 
interest” because of the impact of 
interested pressure groups on the fram- 
ing of policy, nevertheless the policy 
pursued will inevitably reflect a domes- 
tic rather than an international view- 
point. 

The same is true of domestic eco- 
nomic policy. The various weapons in 
the armory of nationalism, so widely 
utilized and refined during the past 
decade, are indications of the drive 
toward national rather than mterna- 
tional objectives. ‘Tariffs, trade quo- 
tas, embargoes, quarantine laws, and 
export and import prohibitions and 
restrictions are designed and applied 
to make the strong stronger, very often 
at the expense ‘Of the weak. 

It is unnecessary to analyze in detail 
the existing controls, domestic or 
colonial.5 The essential element in 
the problem is the apparent incapacity 
of the statesmen to implement or even 
to begin to accept the tentative plan of 
Sir Samuel Hoare at the League of 
Nations Assembly in September, 1935.° 
The absence of Germany and Italy 
from the first meeting of the League 
Committee on the Problem of Raw 
„Materials in March 1937, and the open 
“divergence of view between the British 
and Japanese representatives, are in- 


5 Brooks Emeny, The Strategy of Raw Mate- 
rials, New York: Macmillan Co., 1934; Sir T. H. 
Holland, “The Mineral Sanction, Edinburgh: 
Oliver & Boyd, Ltd., 1935; W. S. Culbertson, 
“Raw Materials and Foodstuffs in the Commer- 
cial Policies of Nations,” Tue Annas, March 
1924; Bureau of the Census, Materials Used in 
Manufacturing, Washington: Gov't Printing 
Office, 1933. 

6 Records of the 16th Assembly of the League 
of Nations (1935), Plenary Sessions, 43. 
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dications that policies in this area of 
international relations remain almost 
irreconcilable. However evident it 
may be to the “haves” that restoration 
of a freer trade would be mutually ad- 
vantageous,’ states great and small 
pursue policies of autarchy with 
` scarcely abated vigor. And autarchy 
not infrequently involves interposition 
in the foreign trade policies of com- 
petitor countries.® 

Raw materials controls and indus- 
trial advantages appear no less in- 
tractably a factor in present-day 
international relations than population 
differentials, and they are clearly a 
dynamic cause of conflict in a world 
uneasily balanced in economic as in 
social stability. 

s 

Nature of modern economy 

The third basic factor grows out of 
the second, the nature of our modern 
economy. Its most significant aspect 
from the point of view of production is 
the development and spread of au- 
tomatic industrial processes. Nine- 
teenth-century economic theory was 
posited on the idea of the division of 
laber, in the international no'less than. 
in the domestic sphere. And it was 
by no*means an abstract notion, at 
least for a century and a quarter after 
the industrial revolution. It was not 
impossible to point to the economy and 
natural advantage of exchange between 


7 See the statement by Secretary Hull on the 
relations between foreign trade and prosperity in 
the cotton regions of the South, New York Times, 
May 12, 1987, 19:3. 

8 See, for instance, the remarks of Professor 
A. H. Hansen before the Wharton Institute, 
regarding the “prevention by Great Britain and 
other countries of the Ouchy propesal between 
Holland and Belgium to lower tariff rates and 
provide free trade between these two countries.” 
New York Times, May 1, 1987, 12: 1. The 
hesitancy of Great Britain to negotiate a recipro- 
cal trade treaty with the United States is another 
instance of the prevalent unwillingness to aban- 
don nationalist economic policies. +. 
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the manufacturing and the agricul- 
tural regions of the world. While the 
industrial techniques were the monop- 
oly of Europe and the United States, 
there was a sufficient reservoir of 
population eager for their products and 
prepared to work hard enough in the 
production of raw materials to obtain 
manufactured goods in exchange. 

But with the development of mass 
production methods, two significant 
and inescapable modifications of the 
balance emerged. On the one hand, a 
remarkable increase in industrial pro- 
ductivity was released. Production 
capacity ran ahead of current ability to 
consume, both at home and abroad, 
within the contemporary economic 
equation in the distribution of wealth. 
On the other hand, the very creation of 
automatic industrial techniques has 
tended cumulatively to minimize, if in- 
deed nottonullify, the industrial monop- 
oly of the Western World. As indus- 
trial skills became less requisite to the 
production of goods most in demand, 
the spread of industry to the hitherto 
agricultural and mining regions was 
accelerated. Itissaid, for instance, that 
the most efficient textile mills in the 
world are now located in Shanghai. 
Migration of industry—and the strategy 
behind it—is no less significant a phe- 
nomenon today than the migration of 
peoples. 

Neither of these elements——increased 
productivity and the spread of mass 
production processes to the nonindus- 
trial regions—is, of course, incapable of 
adjustment. But within the precon- 
ceptions of our modern economy, the 
capitalist system, the effects upon 
traditional interpretations and prac- 
tices are evident. 

Nor is it irrelevant to consider how 
the migration of industry affects the 
prospects of a revival of world trade. 
Autarchical policies are directed not 
only to holding existing advantages in 
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raw material supplies or industrial 
efficiency, but to attaining further 
relative advantages, even independence 
of foreign supplies of materials or goods. 
It is evident that, as far as the machine 
process is concerned, that independence 
is relatively easy to achieve. And 
since the application of machinery to 
production is relatively similar in cost, 
the more so as processes become auto- 
matic, one important differential— 
labor costs—in the nmeteenth-century 
equation of neutral trade advantages 
will disappear. 

About the only permanent differ- 
entials, indeed, which remain today are 
transportation costs and access to raw 
material supplies. While it is true that 
differences in labor costs still persist 
and continue to agitate international 
economic relations, domestic conditions 
will slowly but surely tend to their more 
or less rapid reduction. Sir Herbert 
Samuel’s remarks, already quoted, 
suggest that experience—even knowl- 
edge—of improved conditions else- 
where .is a powerful instrument of 
internal social reform. Furthermore, 
it is not unlikely that concerted action, 
through the International Labor Or- 
ganization and otherwise, will be taken 
to reduce by codperative action some of 
the sharpest aspects of the present 
labor differential. 

But the modern economy, based on a 
division of labor, implies, if it 1s to be 
stable, that eapacity to consume be 
kept in some relation to capacity to 
produce. In the international sphere, 
that suggests the necessity of expand- 
ing markets. Without elaborating the 
familiar thesis of the irreconcilability of 
capitalism with a rigid economic struc- 
ture, it seems increasingly doubtful 
whether the trends noted above will in 
the near future be reversed within our 
present economy. Capacity to con- 
sume—ability to find work and wages 
for that work sufficient to pay for the 


goods produced—seems to be falling 
progressively behind capacity to pro- 
duce. And the spread of industrialism 
into the erstwhile market areas of the 
world appears not only to be drying up 
many of those markets, certainly for 
the basic necessities, but also to be 
creating an increasingly intense compe- 
tition with the old production centers. 

The old differential between indus- 
trial production and raw material 
supply, on which the nineteenth- 
century theory of balanced economic 
relations was erected, has practically 
disappeared. In its place, we have 
today differentials more highly com- 
petitive as to both regions and the 
peoples living within them. It seems 
less certain than it did a half-century 
ago hat our modern economy can 
assimilate these results of technological 
change. 


TRE ANCILLARY Factors 


If the basic*factors outlined above 
suggest storm warnings of conflict, 
certain ancillary factors substantiate 
the imminence of war. Here also, 
three seem of particular importance: 
the political and psychological after- 
math of the war in the peace treaties; 
the “war of ideas” which perhaps may 
be traced to that aftermath; and the 
expansions of armaments which seem 
to be the external manifestation of the 
internal tensions which create the “war 
of ideas.” . 


Peace treaties 


It is necessary only to advert to the 
peace treaties to evoke all too vivid 
memories of postwar crises. Take but 
a single aspect of the treaties—the 
creation and treatment of minorities. 
About 30,000,000 Europeans live under 
alien flags and varying degrees of overt 
or covert discriminations and disabil- 
ities. Is it any wonder that irredentism 
is chronic, that minority agitation is a 
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fertile breeding ground of discontent? 
And this is only one of many problems 
which, however dormant they may 
appear on the surface, are, as Sir 
Herbert Samuel suggests, highly ex- 
plosive. 


“War of ideas” 


Out of them has grown the second 
factor, the possibility of a “war of 
ideas”; for some peoples have not been 
content to continue among the dis- 
advantaged in the race for power and 
prestige. They have forged the do- 
mestic weapons of challenge to the 
satisfied countries. While Russia, the 
exponent of communism, a decade 
ago still feared as a major threat to 
world peace, has become a member 
of the League, fascist doctrine has 
become militant. ‘The causes of the 
revolt of the fascist countries against 
the postwar distribution of power, 
political and economic, may be de- 
batable; but the results have been 
only too tragic® factor in the events of 
the past four or five years. To many 
it-seems that democracy confronts a 
choice, almost any eventuality of 
which means ultimate war.’ 

In such a climate of opinion as is 
engendered by the civil war in Spain, 
the Imminence of war seems all the 
more certain. But the realignment of 
Europe, now going on apace, is a more 
somber warning that the objective of 
collective security which the postwar, 
treaties outlined was not sufficiently 
comprehensive—or democratic. Two 
quotations from Italian sources suggest 
the causes underlying the “war of 
ideas”; they could be duplicated from 
the German or Japanese press. The 
Popola d Italia said at the beginning of 
Italy’s Abyssinian adventure: 


France, England and the United States 
may well speak with horror of a war which 
would alter the present status quo, but we, 

9H. F. Armstrong, We or They, New LoM 
Macmillan Co., 1937. 


who breathe with great difficulty, can but 
see in every league, in every collective move 
of those who have and will give nothing, an 
insurance committee working against the 
interest of the rising peoples.!? 


And Baron Aloisi, at the tribune of 
the League Assembly in 1935, under- 
lined that sentiment even more forcibly 
when he said that “new principles” of 
recognizing the needs of the “rising 
peoples” were in the making: 


No state is better able than Italy to give 
expression to this new spirit, this impera- 
tive necessity of life, caught as she is in the 
tide of her full spiritual and material 
development, but confined by historical 
vicissitudes and international restrictions 
within territorial limits which are stifling 
her, Italy is the country which must make 
her voice heard in this assembly of the 
states as the voice of the proletariat calling 
for Justice. 


Is it reasonable to expect that coun- 
tries led by those as sincerely convinced 
of the correctness of views such as these 
as the spokesmen of the democracies 
are of the traditional cliches of postwar 
diplomacy will forgo a “war of ideas” 
without achieving an acceptable com- 
promise of their claims? 


Inerease in armaments 


The answer to that query is being 
given—by all the great powers and by 
many of the smaller—in terms of 
armaments. It is unnecessary to re- 
view here the rapid and startling in- 
creases in “defense” budgets during the 
pa&t decade. Acceleration has, in fact, 
been in geometrical progression, and 
there are few signs of even a slackening 
of the pace, to say nothing of a reversal 
of the universal trend toward heavy 
rearmament. 

It is arguable that the announcement 
of British rearmament has restored 


10 Quoted in W. W. Davies, “The Price of 
Peace,” 192 Fortnightly (1984), 292, 303. 

u Records of the 16th Assembly of the League 
of Nations (1935), Plenary Sessions, 105. 
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effective military supremacy to the 
democracies, and that consequently 
peace can be maintained on the basis 
of the present balance of power. But 
if the analysis of the other factors, basic 
and ancillary, is at all correct, that is at 
best a temporary clearing of the skies. 
None of the fundamental tensions of 
states has been alleviated, none of 
the steps taken toward a more equitable 
distribution of power and prestige. 
And it is doubtful how far a status quo 
stabilized by a system of military state- 
ments will withstand the shock of 
“Incidents.” At best it is the least of 
several evils if we must seek to insure a 
permanent peace by devoting an in- 
creasing segment of the productive 
power and resources of every country to 
militarization. 

The ancillary factors seem, therefore, 
to support the basic factors in indicat- 
ing the growing imminence of war. 
But there are other factors which point 
the other way; it is essential to consider 
them before attempting a weather 
chart of peace. 


Tae Counter FACTORS 


There is, first, the general and gen- 
uine fear of the consequences of an- 
other war. The new weapons and 
tactics of war, advocated in the 
theories of such military men as 
Ludendorff,” make breakdown of mo- 
rale among the civilian population a 
primary objective. The next world 
war will in every aspect be more de- 
structive—more unbearable for the 
individual physically and psychically— 
than any hitherto experienced. What 
will be the effects on the individual, and 
on society at large, of the increasingly 
shattering techniques of destruction? 
Will the social system, even to the 


2 E. Ludendorff, The Nation at War, London: 
Hutchinson, 1936. See also W. T. Stone and H. 
Fisher, “The Rising Tide of Armaments,” For- 
eign Policy Reports, Vol. 12, No. 23, Feb. 14, 
1987, and literature there cited. 


extent that the military forces may, be 
able to withstand the shock of the 
disintegration of morale which large- 
scale warfare is likely to produce? 

There is a second contingency which 
is a constant concern of the political 
leaders, the fear of domestic revolt 
against existing social, economic, and 
political institutions. There is cumu- 
lative evidence that considerations of 
such an eventuality operate to modify 
the foreign policies of more than one 
country. Sir Herbert Samuel’s obser- 
vation that “a proletariat that suffers 
and has some measure of education, 
which believes it knows of some pos- 
sible way of escape, may be formidable, 
... the forces of discontent [may] 
become ..., revolutionary” is appli- 
cable to a period of war weariness and 
disillusionment. And the statesmen 
realize that this is a common danger 
confronting the existing régimes in 
practically every European country. 
Therefore, avoidance of war is clearly 
a primary concern of the more thought- 
ful leaders. 

But in the present alignment in 
Europe, avoidance of war has involved 
for the democracies an increasing 
acceptance of fascist policies. The 
balance of power has been profoundly 
shifted. As has been noted, whether 
British rearmament can restore and 
maintain the balance appears at best 
doubtful. Whether it can or not, the 


record of the past few years leaves room 


to question whether the leaders of the 
democracies have been more concerned 
to preserve democracy and avoid 
fascism, even at home, or to hold pow- 
er themselves. The course of British 
foreign pelicy has certainly not been 
one to justify a conviction that collec- 
tive security is as yet a major concern 
of the most powerful state in Europe.* 
It may be questioned, therefore, whether 


13 An incisive analysis of British policy, by an 
Englishman, is G. Hutton’s Is It Peace?, New 
York: Macmillan, 1937. 
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democratic statesmanship is ‘prepared 
to risk trial by compromise rather than 
trial by battle of the conflicting claims 
to equality (either at home or in foreign 
policy). 

In an economy as unbalanced as the 
present, the maintenance of the status 
quo can be achieved, however pacifi- 
cally intentions may be stated, only by 
force. There is very little evidence of 
any substantial difference in the will to 
power and prestige on’ the part of the 
satisfied and of the unsatisfied coun- 
tries. Nor should we forget that over 
a hundred million people in Europe 
today are being nurtured on the idea 
that to die for the fatherland is the 
highest reward of civie virtue. In the 
climates of opinion, current in either 
the democracies or the dictatorships, 
fear of war seems at best an uncertain 
factor against its, eruption. 

A second counter factor is to be found 
in the peace machinery, built up since 
1920 with high hope and considerable 
skill. But the fecord speaks for itself. 
The “war of ideas” has already in the 
preliminary skirmishes—Manchuria in 
1932, Ethiopia in 1935, Spain in 1936— 
shattered the effective capacity of the. 
“Leagye system” to control and re- 
solve the major tensions of the period. 
And unless there is a significant change 
in the policies of the democracies— 
toward collective security on the one 
hand and toward the recognition and 
compromise of the claims of the un-, 
satisfied powers on the other—no peace 
machinery can dissipate the war clouds. 

There is a third counter factor of 
considerable importance, the revival 
and expansion of international trade. 
But, as has been suggested, there seem 
to be definite limitations upon the 
ability of the present economy to adapt 
itself to a major reversal of the present 
trend toward autarchy; for below that 
manifestation of policy there lie the 
fundamental changes in the distribu- 


Tur ANNALS or THE AMERICAN ACADEMY 
$ : 


tion of productive power. And, fur- 
thermore, it is not at all certain that 
increased trade will eliminate trade 
rivalries. ‘Trade wars are often de- 
structive of much general good feeling 
between countries; and they are nur- 
tured by the very changes which the 
past seventy-five years have seen in 
the expansion of industry into new 
regions. 

None of the counter factors nor all 
together seem, on analysis, to provide 
an effective balance against the im-"’ 
minence of war. Taking them into 
account, however, can we trace a trial 
weather chart for the “calculable fu- 
ture” of the next half-dozen years? 


A TENTATIVE WEATHER CHART 


First, it may be pointed out that the 
number and the intensity of the storm 
warnings of conflict are on the increase. 
If we consider the years since the war, 
it may be said that the dividing line 
between contingent war and peace falls 
at about 1930. For a decade, the in- 
dications were for peace; the League 
of Nations, the International Labor 
Organization, the World Court, Lo- 
carno, the Kellogg Pact, the ultimate 
liquidations of reparations (just over 
the line into the thirties)—these were 
auguries of a new temper in and a 
fair prospect for international codpera- 
tion. 

The first significant storm warning 
came from Bruening’s democratic gov- 
ernment in Germany in 1930, when the 
quéstions of the eastern frontiers and 
the Anschluss were raised. And now 
for seven years the indications of ap- 
proaching disintegration of the peace of 
Europe have been accumulating. ‘They 
are easily recalled: Manchuria in 1932; 
the breakdown of the Disarmament 
Conference in 1933; German (then 
Austrian and now Hungarian) rearma- 
ment in defiance of the treaties in 1935; 
Ethiopia also in 1935; the reoceupation 
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of the Rhineland, Spain, the German- 
Japanese-Italian alliance system, all in 
1936; the alteration of the structure of 
Eastern Europe, especially of the Little 
Entente, by the new arrangements of 
1937, 

That these incidents (and by no 
means all have been listed) are increas- 
ing in number and in the seriousness of 
their implications for European rela- 
tions needs no elaboration. They are 
disturbing auguries for the future. In 
such an uneasy balance of forces and 
interests as exists today, the danger of 
an “incident” is obvious. ` 

That leads to a final reflection on the 
weather chart. The spokesmen for 
many countries think differently, feel 
differently, talk differently, from the 
way the democratic leaders seem to 
think, to feel, and to talk. Unless that 
fact is understood and taken account 
of in the determination of foreign pol- 
icy, we shall be incapable of correcting 
and adjusting the conflicts of interest 


which menace world peace. The ma- 
jor lack—and need—+today is under- 
standing of the viewpoint and the 
emotional drives of other peoples. 
However little to our taste they may 
be, they are as real and as passionately 
held as our own. We shall be able to 
outline a foreign policy effective in 
keeping us out of war (best accom- 
plished, no doubt, by seeking to elimin- 
ate war altogether) only to the degree 
that we comprehend the idiosyncrasies 
and inconsistencies within ourselves as 
well as in others. The danger of “in- 
cidents’”—those tragic results of mis- 
understanding more than malice—will 
be by so much reduced. 

_ If such a program for mutual under- 
standing and accommodation is realiz- 
able? it is most likely to succeed if 
initiated by the satisfied powers, the 
democracies. Perhaps it is within the 
capacity of man’s will and reason; only 
so will it be possible to trace an iso- 


therm of peace across the future. 
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Where the Dangers Lie 


By WALTER Mirus 


Y TOPIC is “Where the Dangers 


Lie,” and in one sense I fear that- 


my remarks under that head are al- 
most bound to prove unsatisfactory, 
for they are based upon a conviction 
that the first and most important 
thing to recognize in any discussion of 
this subject is that nobody knows 
where the dangers lie. This may seem 
an extreme statement, but I think it is 
as true as it is fundamental. War is 
one of the oldest diseases of human so- 
ciety, yet it is one of which the virus 
remains undetected. Every tlfera- 
peutical technique has been applied to 
it, from the bloodiest kind of surgery 
to simple incantation, yet its sources 
have escaped discovery.e The problem 
of its control has occupied some of the 
ablest minds of the Western World for 
centuries, yet a glance at the contem- 
porary scene is enough to show how 
completely all controls have failed to 
reach their object. 

It is she European field with which 
I am here primarily concerned. No 
one can wander about Europe today 
without a vivid sense of the degree to 
which its whole social fabric is 
poisoned by war, by fears of war and 
preparations for war. I have sought 
the opinions of a good many people, 
both Europeans and Americans, and 
have found no one who puts an even 
moderately high estimate upon the 
Continent’s chances of escaping a 
major conflict within the ext few 
years. In the past two or three 
months there has been a rather notice- 
able tendency to minimize the dangers 
of an Immediate outbreak; but even 
those adopting this view are seldom 
prepared to do more than postpone 


catastrophe, and often dare not risk 
their prophet’s mantles by postponing 
it very long. I heard an English jour- 
nalist the other day cheerfully declare 
that a general war within two years is 
not merely probable; it is “certain.” 
A letter from an American observer in 
Paris, a man thoroughly informed and 
with long European experience, tells 
me flatly that there will be a general 
European war by 1942 at the latest. 
Others are more optimistic, or more 
timid in committing themselves to 
such inevitables. Even so, I suppose 
a rough average of informed opinion 
on the subject would yield the esti- 
mate that there is at least a fifty-fifty 
chance of a general European war 
within the next four to five years. 
Terrible though the plain implications 
of such a statement may be, there are 
few who would regard it as extreme. 


Divercent ANALYSES 


We are substantially agreed wpon 
the imminence of the most appalling 
disaster. Yet if one asks just how this 
conclusion is arrived at, the unanimity 
at once disappears. One receives the 
most widely discrepant replies, if in- 
deed one gets any intelligible reply at 
all. We all feel fairly sure that some- 
thing dreadful is about to happen, but 
there is no one that I know of who has 
produced a really useful or reliable 
analysis of how or why it is going to 
happen, much less when. Not long 
ago a Russian diplomatist proved to 


' me with convincing, almost unassail- 
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able, logic that while Russian interests 
in the Mediterranean were of a sec- 
ondary and quite undangerous kind, 
an Anglo-Italian war in that area was 
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the absolutely inevitable consequence 
of the historical process. More re- 
cently a British Member of Parlia- 
ment demonstrated to me with equal 
logic that under no circumstances 
would Great Britain become involved 
in a Mediterranean or even a serious 
European war, although she might, of 
course, be endangered by the conflict 
which Communism was likely to pre- 
cipitate. 

The late Frank Simonds, who was 
certainly a man of wide and intimate 
knowledge of the diplomatic scene, 
used to publish a book about once 
every year proving the inevitability of 
the coming European war. In each 
book he approached the subject down 
a different avenue—the political, the 
psychological, the economic—only to 
arrive unfailingly at the same conclu- 
sion. Lthink we must admit that his- 
tory has been laboring hard to catch 
up with Mr. Simonds as she has fol- 
lowed him toward this destination. 
She gives every indication, as I have 
said, that she will get there one day 
and so justify the demonstration at 
last; but I think she has already taken 
a good deal longer about it than Mr. 
Simonds was inclined to expect. Nor 
has she by any means pursued all the 
paths in that direction which he 
plotted for her. She has even, as in 
Spain, strayed up quite unpredictable 
side issues. At any given moment the 
detailed situation has often seemed to 
depart very widely from the patterns 
which he laid down; and while’ his 
analysis must stand as an interesting, 
suggestive, and possibly prophetic 
generalization, it is next to useless for 
any even approximately scientific esti- 
mate of the locus or the imminence of 
the war danger. 

This is In no sense intended as a re- 
flection upon Mr. Simonds’ work. 
The latter is cited simply as one illus- 
tration of the utter inadequacy of our 
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present intellectual equipment, even in 
the ablest hands, for dealing in any 
sound way with the war problem as 
such. Perhaps it is not surprising 
that the world has made so little prog- 
ress with the cure, when one realizes 
the primitive state in which the arts of 
diagnosis have remained. But this 
realization is a necessary preliminary 
to any discussion of the existing prob- 
lem in Europe, just as any discussion 
of the present situation in Europe 
must bring out and strengthen the 
realization. : 


Tue GEOGRAPHIC APPROACH 


If we turn to look at the actual Eu- 
ropean situation, we find that we can 
state the war dangers which it presents 
in different ways, or on different planes 
of approach; but upon examination 
we- shall also find, I think, that all are 
profoundly unsatisfactory for our pur- 
poses. The simplest method is what 
might be called the geographical. 
One can distinguish® certain danger 
areas—~places upon the map where it 
seems possible that war may be gen- 
erated. But there are not so many of 
them, and they do not tell us much. 

The Rhine frontier appears,to have 
been pretty well stabilized; its prob- 
lems are not concerned with the pre- 
cipitation of another war but with 
what will happen when a war is pre- 
cipitated elsewhere. Austria, in her 
uncomfortable position as center bear- 
ing of the Rome-Berlin axis, is reason- 
ably well defended by each of those 
great capitals from the other, what- 
ever may be her danger of developing 
an intefnal hot box. The question of 
Poland amd the Baltic, where Germany 
finds an avenue of attack upon Russia 
and is in turn threatened in her own 
vital communications by Russian and 
British naval power, seems at present 
to be in abeyance. 

There remain the Mediterranean, 
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where Italy threatens the vital com-. 


munications of Russia, France, and 
Great Britain; and Southeastern Eu- 
rope, where Germany, Italy, and 
France are engaged ina three-cornered 
diplomatic struggle to fortify their 
rival systems. The issues of the first 
are now reaching a head in Spain; 
those of the second seem centered 
about the fate of Czechoslovakia. So 
here are two points, at least, at the 
moment surrounded by pretty highly 
charged fields of force. But Spain 
and Czechoslovakia about exhaust the 
present list of specifically dangerous 
areas. 

And unfortunately one may study 
the map of Europe all day without 
learning whether either Spain or 
Czechoslovakia will actually supply 
the fatal fuse. It is soon apparent 
that the true danger is only accident- 
ally connected with the area.' It was 
hardly a year ago, for egample, that a 
well-informed Paris correspondent of 
my acquaintanée, looking about for a 
refuge to which he could dispatch his 
wife and children on the breaking of 
the storm, picked Spain as the ideal 
haven. It is true that Spain offers to 
Germayy a certain amount of iron, 
copper, and useful foodstuffs, and to 
Italy (once she were able to make her- 
self secure there) a strategic base 
which would add greatly to her pres- 
tige and authority. But it requires 
much more than these purely geo- 
graphical considerations to explain the 
initial intervention of the various pow- 
ers in Spain, still more to estimate the 
chances that a general war will result. 

Today it seems fairly clebr that 
Great Britain will under ne: circum- 
stances forcibly intervene on ‘her own 
motion to preserve Spain from Fas- 
cism; that Russia, should the Fascists 
win despite her intervention,, will not 
start a world war in order to reverse 
the verdict; and that Germany, should 
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the Loyalists win, is quite unprepared 
to do so. The principal danger seems 
to lie in the possibility that Mussolini, 
deeply involved already, may feel com- 
pelled further to push his intervention 
to the point at which the Blum gov- 
ernment in France will feel compelled 
to resist; and that the resultant crisis 
will drag the remaining powers into 
the general war in much the same help- 
less, almost accidental, fashion as they 
were dragged into war in 1914 by the 
Austrian intervention in Serbia. But 
even to discuss this danger, one must 
cite factors of prestige, ideology, mili- 
tary security, and so on, which carry 
us quickly beyond the specific geog- 
raphy of the western Mediterranean. 
Similarly, I know of no computation 
concerning the Ukrainian wheat sup- 
ply, Czechoslovak industry, or the 
strategic geography of Southeastern 
Europe, which will predict the mo- 
ment at which the rulers of Nazi Ger- 
many will feel forced to risk the conse- 
quences of a serious attempt at the 
absorption of Czechoslovakia. 


Tur MILITARY STRUGGLE 


The true danger areas of Europe to- 
day are not to be discovered upon. the 
maps at all, but in the minds of Euro- 
pean statesmen, soldiers, economists, 
publicists, and peoples. To pursue 
them, we must approach the question 
as something more than a matter of 
geographical situations or relation- 
ships. We must seek for wider ration- 
alizations to supply the factors that 
make the geography dangerous. And 
here we are led to a second way of 
stating the war danger—on what 
might be called the military plane. 

We see Europe involved more and 
more deeply in a desperate struggle for 
military security, and accumulating in 
the process a mass of armaments 
which seem more and more bound to 
explode at some time, over some crisis, 
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regardless of where or how it may arise. 
Ts it not possible to compute the mo- 
ment from the armaments themselves? 
Tt is often said that there has been no 
war as yet, despite all the acute crises 
through which Europe has passed in 
recent years, simply because Germany 
is not yet “ready.” But she will be 
ready in another year or two, and 
then—. . 

To me this is not altogether con- 
vineing. For one thing, if the respon- 
sible leaders of the non-German pow- 
ers had ever really been convinced by 
it, we should have had the preventive 
war a long time ago. For another, I 
doubt very much whether there is any 
such thing as military “readiness” in 
any absolute sense. Few military 
men that I ever heard of have been 
willing to confess themselves really 
“ready’—with the exception of Mar- 
shal Leboeuf, who on the eve of the 
war of 1870 believed himself ready 
down to the last gaiter-button, only to 
discover that he had been mistaken. 

But in the relative progress of the 
arms programs there is doubtless a 
danger of a more serious kind. The 
new British rearmament program is 
not scheduled for completion until 
1942. The French armaments loan 
will also take some time to bear fruit. 
In respect to aviation in particular, 
the existing French forces are believed 
to be largely obsolete and it may be 
three or four years before they are 
completely modernized. Too little is 
known of the real state of Russian and 
Italian preparedness to fit those forces 
into the calculation very successfully; 
but it is believed that Germany will be 
reaching a maximum of strength next 
year or the year after at the latest. 
Thereafter her equipment will begin to 
slide down the hill of relative obsoles- 
cence, while that of France and Great 
Britain will still be rising toward a 
higher state of perfection. Does that 
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not mean that at some moment in 
1938 or 1939 Germany will reach a 
point of maximum relative “readiness” 
and at that moment launch the war on 
the ground that it is then or never? 

I think the only sound answer is a 
very cautious “perhaps.” While the 
purely military calculation is always 
likely to aggravate any crisis that may 
arise, as it doubtless did in 1914, I 
think it is assuming a great deal too 
much to suppose that at any given 
moment it will point clearly to war. 
It may point instead simply to the im- 
possibility of war even under the ap- 
parently most favorable conditions. 
The risks of modern war are at best 
enormous; the chances of victory, even 
with a seemingly marked preponder- 
ancé of force, are slight and most un- 
certain. Germany, and Italy as well, 
cannot hope to win a protracted strug- 
gle; if they are to go into war at all, 
they must feal reasonably sure that it 
will be a short and sharp one, with 
quick victory probable. But the 
fighting in Spain has tended to show 
once more how chimerical is the hope 
of quick victory under modern condi- 
tions. Both those powers have won a 
large freedom of action merely by the 
defensive threat of their armaments, 
and even if these armaments are sur- 
passed by those of the other powers, 
this defensive threat will still remain 
an exceedingly potent one. I doubt 
whether the ruling minds in either 
country will be quick to sacrifice it in a 
war bound to hold out an at least even 
chance of irreparable ruin for them- 
selves. | 

More than that, the military calcu- 
lation as8umes that the various gen- 
eral staffs will know exactly how the 
several armies will line up. It as- 
sumes, for example, that the British 
rearmament is directed specifically 
against Germany and that the Ger- 
maps will be certain that it threatens 
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them; but this is an assumption stren- 
uously denied by British Conserva- 
tives, and the extreme timidity with 
which the British have used their 
armed might in the Mediterranean 
strongly supports the denial. Actu- 
ally, there is no certainty as to the fu- 
ture line-up. The Italo-German com- 
bination is obviously insubstantial, the 
Franco-Russian is hardly better, and 
Great Britain is an unknown quantity. 
It seems to me that at any given mo- 
ment the armaments are as likely to 
balance each other off as to dictate a 
war now or never in the interests of 
security. 


Tsar Economic RATIONALIZATION 


While recognizing the dangers, 
therefore, which are accumuldéting 
with the armaments, we are driven to 
look farther to find some more general- 
ized forces likely to put them into mo- 
tion. And here we ach a third 
major rationalization of the war dan- 
ger—the economic. It is the most 
recalcitrant of all. War, it holds, is 
basically a struggle between national 
groups for the achievement of higher 
standards of living. Italy is suffering 
under an acute pressure of population 
which she will sooner or later be driven 
to relieve by war. Germany must win 
access to territory, raw material sup- 
plies, and markets, if the autarchic 
system which she has adopted is not to 
come down inruins. A moment must 
arrive when sheer economic necessity 
will drive Germany through Czecho- 
slovakia into the Ukraine or compel 
her to demand the reopening of colo- 
nial opportunity to her people. 

Again we have here factors likely to 
enter into and aggravate any danger- 
ous crisis which may arise. Yet a 
good many people have recently been 
pointing out how imperfectly such a 
rationalization fits the observed facts. 
Mussolini, for example, has formally 


declared that with the conquest of 
Ethiopia Italian needs are fulfilled, and 
Italy has joined the “satisfied” powers. 
If so, she has been satisfied with a 
barren and backward area, largely de- 
void of any known natural resources, 
offering a trifling market and the 
greatest obstacles to colonization on 
any large scale. If the satisfaction is 
so easy, one begins to doubt the reality 
of the original need. 

Again, Dr. Schacht has powerfully 
stated the German requirements for 
raw material supplies within the ambit 
of the German currency system. In 
the iron. mines of Spanish Morocco, in 
Spanish copper, iron, mercury, fruits, 
and olive oils, there is a more luxuriant 
and much more convenient supply of 
such materials than is offered by most 
of the colonial territories for which Dr. 
Schacht is asking. The economic 
theory might seem perfectly to justify 
a prediction of the most strenuous 
German action to seize the opportu- 
nity in Spain; and, indeed, such predic- 
tions were made. But they have not 
been borne out. A two-minute con- 
versation between the French Ambas- 
sador and Hitler was enough to halt 
any German plans for a Moroccan oc- 
cupation, if any ever existed, and re- 
cently there has been very marked 
evidence of a German inclination to 
leave the Spanish war to their Italian 
colleagues. 


Ture CLASH OF POLITICAL SYSTEMS 


In a larger sense, it seems almost 
self-evident that there is no real eco- 
nomic benefit which any power can 
gain by a major war, in any way com- 
mensurate with the economic losses it 
must impose. Certainly, we find that 
economic calculations are as futile as 
those of military strength or geo- 
graphic position, to predict the out- 
break of war; and we are led still fur- 
ther afield in our quest for the real 
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locus of the war danger. We seek to 
state it in what might be called politi- 
cal terms—the war must come as a 
clash of systems, Communism against 
Fascism, or dictatorship against de- 
mocracy. Of each of these pairs of 
rivals it is said that the one must in- 
evitably destroy the other and that 
only war can decide. But at the out- 
set we note that the statement can 
hardly be true of both pairs, since the 
one division cuts directly across the 
other. At the moment, moreover, all 


are actually existing on the same. 


planet, in a state of considerable mu- 
tual strain, it is true, but not unsuc- 
cessfully. To me it is quite possible 
that they may continue to do so. The 
recent Belgian by-election was in this 
connection a most hopeful sign. Like 
the continued success of the Blum gov- 
ernment in France and the Baldwin 
government in Great Britain, it 
seemed to me another indication that 
middle solutions are still possibilities 
—that the several nations are not 
doomed to inevitable triumphs of one 
political system or another, capable of 
being repelled only by war. 

But in this we are already in the in- 
substantial realms of ideology or emo- 
tions, and if we attempt to go farther 
we are soon lost among even more elu- 
sive quantities. We find ourselves 
basing our predictions of war on such 
immeasurable factors as mass fears, 
the instinct of bellicosity, national 
ennui or paranoia, even on the alleged 
mental instabilities of particular chiefs 
of state. Beyond that I think it is im- 
possible to go. 


No BASIS For PREDICTION 


And in sum, what are we left with at 
the end of the whole survey? We 
have failed to distinguish the actual 
war dangers in contemporary Europe. 
What we have distinguished is only a 
number of different ways of rationaliz- 
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ing a danger which we all believe to 
exist. We have noted areas of dis- 
turbance on the maps; we have dis- 
cerned danger in the process of com- 
petitive armament and the doomed 
scramble for security; we have seen 
the danger as a function of economic 
factors or of political or psychological 
ones. It is true that all these several 
rationalizations are advanced over and 
over again in justification of warlike 
policies; they are the intellectual pil- 
lars on which the institution of war is 
supported by those who accept it or 
live by it or utilize it to one end or 
another of their own. But they do 
not explain war itself. Altogether 
they amount to littl more than a 
series of rather bad metaphors. They 
are titterly useless in predicting even 
remotely the time or the place of a war 
outbreak. Still less can one find in 
them anything of value as to the na- 
ture of the wawwhen it does come. As 
a foundation upon which to erect an 
American policy toward this antici- 
pated war, they are pretty futile. 

We are still without a valid theory 
of war in the contemporary world. 
Until we get a valid theory of war, 
we cannot really assess either ¢he na- 
ture or the imminence of the war dan- 
gerin Europe. And I suspect that we 
shall not begin to approximate such a 
theory until we have given a much 
closer study to war as a social institu- 

«tion—an institution with its own at- 
tributes and consequences, operating 
through times of peace as well as dur- 
ing actual conflict—than it has yet re- 
ceived. Little as we yet know about 
the causes and the control of depres- 
sion, we Rave at least developed our 
economic knowledge to a point at 
which something can be done about it, 
and was done during the recent un- 
pleasantness, by many countries, with 
results at least good enough to be 
hopeful. The same is hardly true of 
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war; and without much bettez,intellec- 
tual tools for attacking the problem, 
we are reduced to mere hunehes and 
guesswork in our study of the danger. 


NATIONAL FUNCTIONS OF WAR 


I said my remarks would be unsatis- 
factory; and having confessed that I 
am merely guessing, it may not satisfy 
you any more if I conclude by stating 
my own guess. If we do look at war 
as an institution, I think we will find 
our clue to its imminence not in the 
external relations, the apparent dan- 
gers, or the economic needs of any 
given country, but in the ends which 
the institution happens to be serving 
within the country itself. 

As I see it, for Russia, France, and 
Great Britain today, war is pretty’ well 
confined to the accepted réle of main- 
taining those nations free of invasion 
or too dire threat of it. It also has an 
economic rôle as a kind ef public works 
program, but in that capacity the in- 
stitution does not present a major dan- 
ger to world peace. Within Germany 
and Italy, on the other hand, it ap- 
pears to serve a far more active func- 
tion. In addition to these rôles, it 
there aets as a discipline of the people, 
an amalgam of the domestic political 
structure, a supreme sanction under 
which the processes of the state are 
conducted. Successfully to fulfill this 
function, it must do two things: it 
must keep up a constant state of pre-* 
paredness, of emotional tension, of 
bellicose policy and drama; but it must 
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also keep the peace against any major 
catastrophe, for once the institution 
produces a major war, its value as a 
sanction is very likely to disappear and 
both those states are likely to disinte- 
grate under the terrific strain. 

I would guess that the point of most 
serious danger for Europe will not be 
reached until either the German or the 
Italian system begins to break down 
internally. In the meanwhile, we may 
have a series of lesser wars, ike those 
which occupied the century after 
Waterloo, and some of them, like the 
Crimean and Franco-Prussian con- 
flicts, may be extensive. 

To be more specific, I am by no 
means sure that a Russo-German war, 
with the other great powers remaining 
neutral, is impossible. A Franco- 
Italian war on the same basis, even, 
may not be beyond conceiving. On 
the other hand, of course, one may not 
neglect the likelihood that any one of . 
such conflicts, or even lesser crises, 
may break down into a general war as 
did the Austro-Serbian crisis of 1914. 
But European statesmanship has so 
far shown itself remarkably skillful m 
controlling crises. 

If I were betting, I would bet against 
a general war (though certainly de- 
manding at least even money) ia the 
next five years. I would also bet— 
and here I would be willing to give 
odds—that, without a general war in 
that period, anything said today about 
the period thereafter would look very 
strange and mistaken. 
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Public Opinion and Peace 


By Harwoop L. Cups 


HE preservation of peace depends 

upon the maintenance of a state 
of public opinion favorable to peace. 
Conversely, the successful conduct of 
a war depends upon the creation of a 
state of public opinion characterized 
by hatred and enmity toward other 
nations. 

Propaganda and war have the same 
basic origin. Their existence reflects 
conflicts of interest, conflicts of ideals 
and purposes. Struggles for control 
over the minds of men have a tend- 
ency to pass over into physical warfare 
when the will to resolve these con- 
flicts peacefully, or the mechanism for 
doing so, does not exist. 

Domestically there has been prog- 
ress toward maintaining a competitive 
arena governed by the laws of peace. 
In spite of the ravages of civil war in 
Spain, the general tendency is in the 
direction of judicial settlement of in- 
trastate disputes. The growth of fas- 
cism, communism, and authoritarian 
government generally has to its credit 
the outlawry of war as a method of 
settling disputes within the territories 
of particular states. In Italy, Russia, 
and Germany a strong state intervenes 
to prevent recourse to arms for the 
settlement of conflicts between groups. 
At the same time, however, that dic- 
tatorial governments have brought 
about a semblance of pax Romana 
within their own territories, the strife 
_ between states has taken on a new in- 
tensity. Intrastate warfare has been 
supplanted by a greater and more omi- 
nous interstate warfare. 


Bumping WaAR-MINDEDNESS 


In case another general European 
war breaks out, what, on the basis of 
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past experience, may we expect? 
May we expect that those conditions 
which have developed a public opinion 
conducive to belligerency in the past 
will not exist? I see no reason for such 
an assumption. 

A general war will evoke conflicts as 
intense and bitter as any we have had 
in the past. Both sides to the conflict 
will use every means at their disposal 
to enlist the active support of the 
United States in their struggle. Na- 
tional state propaganda machines will 
function with greater effrontery and 
proficiency than ever. Zealous at- 
tempts will be made to identify bellig- 
erent objectives with our own ideals 
and traditions. Through the sale of 
securities anę the purchase of war 
materials in this couptry efforts will 
be made to bring about an even more 
realistic bond of interest. Channels 
of international communication will be 
appropriated and used to mold the 
minds of the people of this coun- 
try. Diplomatic and consulaw offices 
will be centers of intense propaganda 
activity. 

Regardless of the neutrality protes- 
tations of our Government, waves of 
radio propaganda will circulate over 
our heads. ‘The press, neutral it may 
be, but committed to the publication 
of “all the news that’s fit to print,” will 
be darkened with headlines, column 
upon column of news, editorials, car- 
toons, feature supplements—all bally- 
hooing the war. Editors may remain 
neutral. Readers cannot. Newsreels 
will flash before millions the day-to- 
day progress of the war. No matter 
how zealously editors attempt to 
equalize thelr space assignments, no 
matter how guarded those who con- 
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trol our radio broadcasting may be, it 
will be simply impossible to keep from 
the people of this country the salient 
episodes of the struggle. This in and 
of itself will have profound effect. 
Propaganda takes many forms— 
news, pictures, learned treatises, lec- 
tures. It does not always take the 
form of an atrocity story. Nor does 
it always take the form of words and 
symbols. The propaganda of the 
deed, the overt act, is often one of the 
most effective means of swaying the 
public mind. Such an act is news, 
and, regardless of the accuracy of the 
reporting, the effect is there. 


A RATIONAL COURSE UNLIKELY 


Ever since the war we have been 
treated to a succession of studies “dis- 
closing the fact that when peoples and 
nations are at war they resort to every 
possible means, including lying, decep- 
tion, distortion, and febrication, to 
gain the support of public opinion. 
We have been told about the nefarious 
exploits of munition makers, navy 
Jeagues, patriotic societies, secret 
agents—all to what purpose? I see 
no reason whatever for assuming that 
during éuture wars such methods are 
going to be revised and purified. If 
anything, they are going to be more 
generally employed and more effective 
because of scientific developments in 
the field of communications, and be- 
cause of the development of the art of 
propaganda itself. In short, my the- 
sis is this: that the prospect of our 
adopting a more rational course in 
case another general European war 
breaks out is less today than it was in 
1917. 

In the first place, the tempo of social 
change has greatly increased since 
then. The next war, if and when it 
comes, may come suddenly; the con- 
ditions that have brought it on may be 
obscure. Correspondents and states- 


men will be unable to interpret at 
once its full significance for us. We 
shall have no way of getting at the 
facts, not so much because these are 
hidden as because, being so numerous 
and complex, our feeble intellects can- 
not grasp them. We shall be fit sub- 
jects for plausible propagandists, for 
those who know precisely what they 
want and what they are going to do to 
get what they want. 

In the second place, we must reckon 
with the fact that today practically all 
the communication agencies through- 
out the world are concentrated in the 
hands of a few, and those few the pub- 
lic persons who will participate in this 
new war. In practically all countries 
of the world except the United States, 
France, England, and possibly the 
Scandinavian countries, the press, the 
radio, the motion pictures, in fact all 
important instruments of mass im- 
pression are completely in the service 
of the state. Even in peace times for- 
eign correspondents find it exceedingly 
difficult to get the facts, and we can 
never be sure that the information that 
trickles through to this side of the 
Atlantic or Pacific is what it purports 
to be. In case of another genera] Eu- 
ropean war, our access to facts will be 
much more difficult. 

In the third place, in spite of the 
sums that have been spent in the last 
few years on peace propaganda, I 
think it is fair to say that the results 
of these expenditures have been disap- 
pointing to the proponents of peace. 
The existence today of a pacifist state 
of mind in this country does not pre- 
clude the possibility of sudden change. 
The attempt to maintain such a paci- 
fist state of mind is beset with many 
difficulties, the most important being 
that pacifists are unable to control fun- 
damental opinion-forming influences. 
They cannot, for example, control the 
actions of other states. Our attitudes 
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toward other countries are more often 
determined by what they do than by 
what they say. Immunizing the peo- 
ple of this country against intentional 
foreign propaganda only, will not as- 
sure a pacifist state of mind. Peace 
propaganda is singularly ineffective 
because of this fact—because we can- 
not anticipate or control the actions of 
other countries. 


INSTABILITY OF PACIFIST OPINION 


Nevertheless, I think we have rea- 
son to be more optimistic about the 
world situation today than a year ago. 
Incidents which would once have pre- 
cipitated a general European war have 
been received by publics tempered and 
chastened by vivid memory of the ex- 
periences of 1917 and 1918. Even the 
expectancy of war which colors our 
thinking so generally these days may 
be a useful antidote to war. The 
maintenance of this pacifist state of 
public opinion is jeopardized, how- 
ever, by the fact that a comparatively 
few rulers have it within their power 
to do things capable of transforming 
overnight, as it were, this state of 
psychological tranquillity. The real 
threat to peace, as I see it, is not only 
the widespread race of armaments, 
dangerous as that is, but the unpre- 
dictable actions of a few persons with 
sufficient power to throw people 
generally into a state of frenzied 
fear. 

In view of the fact that we cannot 
contro! these factors in the interna- 
tional situation which arouse enmity 
and hostility, is there anything we can 
do to increase the probability that 
public opinion in this country will con- 
tinue to remain pacifist? The efforts 
of various groups in this country to 
promote a more enlightened neutrality 
policy are commendable. Ido not be- 
lieve, however, that such efforts will 
avail if the very foundations of our 


world order are shaken by another 
large-scale war. 

The effort and study that have gone 
into the analysis of war causes are, 
indeed, extremely valuable, although I 
believe all too little attention has been 
paid to psychological factors. 

The numerous peace organizations 
in this country and abroad are per- 
forming a real service in keeping alive 
the symbol of peace, and yet some of 
these efforts may be criticized techni- 
cally as not sufficiently and specifically 
related to psychological realities. 

As a keen student of public opinion 
wrote me last week: 


The cause of peace I believe has fallen 
short in many respects of some of the fun- 
damentals for the creation of strong public 
opinion. In the first place, probably since 
the time of Christ there has been no really 
great leader for peace, as an abstract cause. 
We have had leaders for peace after the 
world has become war weary, but I cannot 
recall off-hand any great leader who has 
arisen in a time of peace to rally people to 
the cause of peace. Perhaps Woodrow 
Wilson and Lord Cecil sought to serve such 
a cause, but they were pleading a cause no 
one was greatly interested in. We had 
peace and after a frightful war no one 
could imagine that such a war would ever 
come again, and therefore there was little 
interest in the cause. 

In the second place a great many au- 
thorities on public opinion hold that crea- 
tion of public opinion is more easily built 
on hate than on love. Public opinion also 
is apt to rest largely on some positive goal. 
It is easier to create a goal of defense than 
a goal which is the mere avoidance of war. 
Then the symbol of peace has usually had 
some religious motif, or some spiritual con- 
notation, and it is difficult to arouse reli- 
gious ferwors except with great leaders. 

Finally, war has glamour and appeals to 
the spirit of adventure that isin youth. It 
is easy to arouse the youthful spirit of ad- 
venture through a call to arms for war, but 
there is not much adventure in enlisting for 
peace. Public opinion is pretty fickle. It 
changes over night. I have grave doubts 
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whether, even if we created a greet publie 
sentiment for peace, it could not be dissi- 
pated over night by some flamboyant ap- 
peal backed by the roll of drums, and the 
sight of marching men. 


This extremely cogent statement of 
the obstacles peace propagandists face 
suggests the need for a muca more 
careful examination into the genesis 
of war attitudes than we have thus far 
made. 


Lack or NATIONAL OBJECTIVE 


The most important reason, now- 
ever, for my conviction that ancther 
general European war will find the 
United States just as unprepared psy- 
chologically as it was in 1917 is the 
fact that we lack as never befcre a 
clear understanding of our own ‘na- 
tional objectives. One of ths most 
disastrous consequences of the World 
War, I think, was the jolt to some of 
our accepted faiths and beliefs; our 
faith in religion, our faith in Jemoc- 
racy, our faith în the possib:lity of 
progress, our faith in the possibilicy of 
ever winning world peace. When the 
Senate of the United States rejected 
President Wilson’s proposal, it did 
somethigg more than bastardize the 
League of Nations by failing to legal- 
ize our marriage with the rest of the 
world. It did something to the peo- 
ple of the United States psychologi- 
cally far more disastrous. It took the 
props right out from under American 
idealism; it left us foundering in a sea 
of disillusionment and skepticism, so 
that today we are vainly struggling for 
a national philosophy. 

We have no creed of our ovn as a 
nation, but only a multitude of half- 
baked ideas. Instead of clearly con- 
ceiving what America stands for, we 
sit around trying to decide whether 
America is going fascistic or commu- 
nistic. In contrast to dictatorial 
countries of Europe which know pre- 


cisely where they are going and are 
devoting their entire energies to get- 
ting there, the democracies of the 
world, the United States in particular, 
are still trying to decide whether the 
democratic and liberal way is the right 
way, and if so, what is it? 

This absence of a clearly defined na- 
tional philosophy is, I confess, the 
most disturbing feature of the Ameri- 
can scene, at least from the point of 
view of one who is anxious that the 
United States follow as rational a 
course as possible if another general 
European war breaks out. Unless we 
do have such a philosophy, we shall be 
at the mercy of propagandists. We 
shall have no basis for relating events 
as they transpire to what we believe is 
best for the United States. When an 
international crisis comes our decision 
is likely to reflect the whims of the 
moment, perhaps even capitulation. to 
the most plausible of the many Huey 
Longs soliciting our attention. Na- 
tional preparedness is not only a ques- 
tion of military preparedness. It calls 
for psychological preparedness also. 


Tue INTELLECTUAL VIEW 


I realize that I shall be accused of 
anti-intellectualism, that is, an inabil- 
ity to appreciate the value of doubt, of 
discussion, and the promise of eternal 
questing. I do not wish to underesti- 
mate the importance of a eritical 


«mind, a mind willing to learn and to 


discard erroneous beliefs. But for a 
nation, or for an individual for that 
matter, to go on forever without 
reaching a decision as to what it or he 
wishes, can only insure catastrophe. 
Should another general European war 
break out, the United States would 
simply have to decide whether to re- 
main neutral or to go in on one side or 
the other. I do not think it violates 
scholarship or vitiates one’s intellect 
to suggest that it is better to work out 
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in advance the basis on which such a 
decision must be made than to wait 
until the excitement of war news and 
propaganda overcomes us. 

We are really dealing with two 
worlds, the one in which men live and 
the one in which men think. In the 
world in which we live decisions have 
to be made, and it is socially desirable 
that they be made under the best pos- 
sible conditions, those which best in- 
sure the presence of rationality. In 
the world in which men think, and this 
is an unusually small world, the search 
for truth must go on. In that world 
doubt and criticism rather than belief 
and conviction must find their place. 
To assure the existence of this second 
world, the first must be ably led and 
guided. 


A STATEMENT OF AIMS 


One of the most effective propa- 
ganda steps during the World War 
was taken when President Wilson set 
forth his, statement of “war aims.” 
This statement had a profound effect 
upon the masses fighting on both sides. 
None the less effective would be a 
similar statement of “peace aims”—a 
statement which would help us to clar- 
ify our basic objectives as a nation, a 
statement in the light of which we 
could evaluate crucial issues as they 
arise. 

Some will say that a statement of 
this sort, to which the people of this 
country as a whole can subscribe, is 
impossible to formulate. I grant‘it is 
a difficult thing to do. But in these 
days when anti-democratic philoso- 
phies are being so skillfully rational- 
ized in terms of concrete aims, such a 
task must be undertaken. If we asa 
nation cannot agree on a few funda- 
mentals, it must be evident that in 
times of domestic and international 
tension the individual citizen will be 
left without any guide through the 
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barrage of competing propagandas 
with which he will most certainly be 
bombarded, gassed, overcome. 

We hear much these days of eco- 
nomic planning. But psychological 
chaos, in'the sense of a Babel of propa- 
gandas, can be quite as disastrous as 
economic chaos. The term “brain 
trust” is not what one would call a 
prestige symbol at the present time. 
And yet there must be some sort of 
brain-trusting if we are to avoid the, 
mistakes of the past. 

As I see it, the problem of propa- 
ganda and war is something more than 
a mere problem of searching for new 
evidences of public lying and decep- 
tion in the past. If we had at our dis- 
posal a reasonably clear definition of 
natfonal objectives, we would then be 
in a position to relate individual inter- 
ests to those objectives. What is 
needed is a continuous audit of the in- 
fluences at work, a constant check of 
details with general plan. 


ASCERTAINING PUBLIC OPINION 
AND [Irs FORMATION 


During the last few years considera- 
ble progress has been made in measur- 
ing and testing public opinion, Com- 
mercial agencies have gone far toward 
improving the mechanics of collecting 
individual opinions over wide areas. 
I do not say that they have perfected 
this process of finding out what public 
opinion is, but it is not unreasonable 
to suppose that in the near future we 
shall be able to ascertain much more 
speedily and accurately what public 
opinion is in this country. Of even 
greatef significance, however, would | 
be an mstitution that could report 
speedily and accurately on why that 
opinion is whatitis. The more speed- 
ily public opinion is ascertained and is 
therefore placed in a position to make 
itself effective, the more important 
it Is that this public opinion be of 
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the highest character qualitatively. 

Of course I am aware that a given 
state of public opinion results fom the 
interplay of innumerable im iduences 
which may extend back to the birth of 
the individuals concerned. Ve have 
a long way to go before we shall be 
able to state convincingly just why a 
given state of public opinion is what it 
is. Nevertheless I do believe thaz it is 
feasible to set up a continuing irven- 
tory of the more active factcrs in a 
given situation, and at least tc de- 
scribe them. We may beable =ventu- 
ally to weigh and control them 

We need first, therefore, a clear con- 
ception of what we as a nation wish to 
accomplish; second, the mechanical 
equipment for ascertaining tke state 
of public opinion at frequent ir tezvals 
for the purpose of seeing to whaz ex- 
tent forces inconsistent witk these 
main objectives have been operative; 
and third, an institution capable of 
bringing to light the significan= forces 
which are making that opinion wkat it 
is. Then I think we shall heve less 
cause to worry about the problem of 
propaganda. 


A Pugtic OPINION LABORATORY 


The science of public opinior urder- 
takes to explain the conditions produc- 
ing a given state of public opinien. In 
the case before us the science oœ: public 
opinion would undertake to d agnose 
the conditions which produce £ public 
opinion inconsistent with our funda- 
mental aims as a nation. It would 
probably be a long time before we 
could do more than describe some of 
- the more active and importan” forces 
in the situation. Ultimately, ith the 
accumulation of such case stucies, we 
should be in a position to evaluate fac- 
tors and to suggest methods o# social 
control. 

Perhaps I can do no better -han to 
illustrate what I have in mind by the 
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current Supreme Court issue. We 
are now in a position, for example, to 
follow with considerable precision the 
trends in public opinion throughout 
the United States with respect to the 
President’s proposal of February fifth. 
There should also be in operation an 
institution for bringing together at fre- 
quent intervals material descriptive of 
the activities of organized groups 
working upon that opinion and mak- 
ing it whatitis. We need to know not 
only what this specific public opinion 
is, but also why it is what itis. Such 
a reporting service would have not 
only scientific interest, in that it would 
furnish data which could be used to 
study the operation of the opinion- 
forming process in general, but would 
have also considerable practical sig- 
nificance in undermining the influence 
of those groups employing methods 
generelly regarded as socially repre- 
hensikle. As soon as people begin to 
understand why they read what they 
do read in the papers, why they see 
and hear what they do at the movies 
and over the radio, why certain lead- 
ers of opinion are acting as they do act, 
the way will be paved towards a more 
rational and intelligent analysis of the 
real merits and demerits of the specific 
Supreme Court proposal. 

At present we are not in a position 
to do this task of reporting quickly 
and comprehensively. We have to 


«depend upon investigations and ex- 


posyres after, rather than before, de- 
cisions are made. A public opinion 
laboratory equipped with facilities to 
follow currently the activities of prop- 
aganda groups seeking to influence 
public opinion on specific issues would 
be of great value, I believe, to those 
who wish to see the democratic process 
function more rationally. 

And the same conclusions apply to 
the problem of peace. We can, if we 
wish, obtain frequent censuses of pub- 
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lic opinion with reference to matters 
that may at a moment’s notice lead to 
war. We know, for example, that war 
is to a large extent a state of rather 
emotional public opinion character- 
ized largely by hatred of the enemy. 
By means of frequent census-taking 
. we can forewarn ourselves of the pres- 
ence of a rising tide of hatred. Be- 
fore we can do much about it, how- 
ever, we need to know its causes. And 
in so far as these causes have a propa- 
gandistic origin, that should be fer- 
reted out. The exposure itself in 
many cases will effect the cure. 


SuMMARY 


The substance of my remarks may 
be stated as follows: 

1. As far as I can now see, there is 
no evidence that we are likely to pur- 
sue a more rational course in case an- 
other European war breaks out than 
we did in 1917. 

2. Asa nation we shall probably be 


subjected to as much intense propa- 
ganda as we were at that time, if not. 
more. 

8. One of the basic conditions which 
produce susceptibility to war-time 
propaganda is the lack of any elear 
conception on the part of the masses 
as to just what our fundamental pur- 
poses as a nation are, 

4. In addition to defining these fun- 
damental aims, we should devise and 
use opinion barometers to indicate the 
state of the public opinion weather, 
particularly on issues likely to lead to 
war. 

5. We need, finally, a reporting serv- 
ice capable of bringing to light the 
various propaganda influences which 
have brought this climate of public 
opinion into being, since that will show 
when public opinion is being condi- 
tioned against our own basic national 
interests. Then, perhaps, our own 
public opinion will be psychologically 
armed for peace. 

e 
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The Prelude to War 


By. CARL W. ACKERMAN 


ITHIN the past few weeks, 
when Italian troops fighting in 
Spain were reported to have fled from 
the front, the information was broad- 
cast from London by the British 
Broadcasting Corporation. The an- 
nouncer concluded his statement by a 
reference to a somewhat similar inci- 
dent which reflected upon Italian sol- 
diers in the World War. There was 
an immediate belligerent reaction in 
Rome, which brought Italy and Great 
Britain closer to the brink of war than 
they have been at any previous tyme 
during either the Ethiopian or the 
Spanish crisis. This was because, I 
think, the news was officially con- 
trolled. l i 
The prelude to war is rélated to two 
different types əf news: news con- 
trolled by governments, and the free 
flow of news as we understand i- under 
American practices of journalism. 
Perhaps I can clarify my approach to 
the subject by stating two proposi- 
tions: (f) the prevailing prelude to 
war is foreign governmental propa- 
ganda, largely by means of short-wave 
radio broadcasting; (2) the prelude to 
peace, which should engage our alten- 
tion and study, is the relation of what 
I shall call free trade in international 
news to peace sentiment. 


ELEMENTS IN Mopern WARFARE 


With reference to these proposit_ons, 
I shall base my exploration gi “The 
Prelude to Peace” on T. E. Lawrence’s 
Seven Pillars of Wisdom. While this 
is the story of his experiences in Arabia, 
it is a valuable treatise on the philoso- 
phy and psychology of war in general. 
According to Lawrence, there are 


three elements in modern warfare: 
(1) what he terms the algebraical ele- 
ment of things; (2) the biological ele- 
ment of lives; and (3) the psychologi- 
cal element of ideas. 

Since the World War we have wit- 
nessed the progressive development: of 
these three elements. Today, every 
potential belligerent is engaged in the 
material preparation for war. In each 
country a goodly share of the national 
prosperity is due to the codrdination 
of industry and the military machine. © 
In all these countries there are also 
convincing evidences of the mobiliza- 
tion of the biological element of lives. 
The difference between national atti- 
tudes toward human lives in war is 
largely one of degree. We have not 
militarized motherhood in this coun- 
try because we have the man power 
and do not need to resort to these 
primitive preparations. 

Since the World War there has been 
a vast array of peace projects. In 
spite of all these, the nations of the 
world have concentrated on the alge- 
braical and the biological preparations 
for war. We have observed the pro- 
gressive development of Lawrence’s 
first two elements of war, despite the 
“work of the League of Nations, dis- 
armament conferences, trade and 
diplomatic acts, various forms of intel- 
lectual coöperation, international de- 
bates between statesmen, the organi- 
zation of peace strikes, strikes against 
war, and pledges not to fight. The 
material trend toward war continues 
unchecked. 

This situation would be a matter of 
grave concern to every American were 
it not for the third element of ideas. 
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Here the long advertised world war is 
being held in check. Propaganda for 
war is being immunized by the ex- 
change of international information 
wherever the press and the radio are 
free. . 

During a recent study of public 
opinion around the world, I noticed 
that the prevailing war of ideas is 
universal. Battlefields are largely in 
the air. Radio broadcasting stations 
owned and operated by governments 
are fighting in the air continuously, 
day and night. On the continent of 
Europe, in Asia, South Africa, and 
Latin America, propaganda is battling 
propaganda. While a very few coun- 
tries can bottle up public opinion 
within their borders, the greater part 
of the earth’s surface and the air above 
is open to more than one point of view. 
Everywheré the war makers are con- 
centrating on propaganda because 
there is not a single country which is 
‘powerful enough to defy the world or 
to disregard the opinion of the world. 
Considering the character of a great 
deal of short-wave radio broadcasting 
from foreign countries to the United 
States, I think we may say that the 
war makers still have some concern for 
public opinion in this country. 

This mternational propaganda by 
foreign governments via short-wave 
radio broadcasting is, however, one of 
the main causes of the present trend 
toward war. 
is the greatest force in the world, and 
when it is repeated and emphasized, 
when opposition is weak or nonexist- 
ent, it creates fear which in turn begets 
a demand for material security. This 
may perhaps account for the paradox 
of the material preparation for war 
simultaneous with the mental reserva- 
tion or resistance to war. All govern- 
ments today control the algebraical 
element of things and the biological 
element of lives. However, I think it 


The power of suggestion. 


is most significant that in the third 
element of ideas, the world may be 
divided into two groups. In the one: 
group, public opinion is managed by 
governments. In these countries, all 
three elements of war are mobilized 
for action. In the second group, pub- 
lic opinion 1s comparatively free from 
official control. And in these coun- 
tries, as a result of the freedom of the 
instrumentalities of public opinion, 
peace sentiment among the people de- 
termines governmental policy. The 
line of demarcation between nations 
dominated by a war psychology and 
those still subject to the psychological 
element of peaceful ideas is between 
managed public opinion and the free 
exchange of public information. No 
one®can cite a single exception. 


ELEMENTS OF PEACE 


As an approach to my second propo- 
sition, that the prelude to peace is 
the relation of free trade in interna- 
tional news to peace Sentiment, I shall 
draw upon Lawrence’s book again for 
a statement of fundamentals. The 
whole house of war, he wrote, may be 
divided into three aspects: (1) strat- 
egy, which he called the structural 
aspect; (2) tactics, which concern ar- 
rangements; and (3) the sentiment of 
the inhabitants. ‘These three aspects 
of war may be applied also to peace. 

From the standpoint of the United 
States and war, our strength as a 
peaceful nation rests chiefly upon the 
sentiment of the people. Our weak- 
ness lies in the strategy and the tactics 
of our international peace activities, 
exceptperhaps in Latin America. We 
isolate durselves from any form of offi- 
cial coöperation unless it concerns the 
algebraical element of things. In 
armaments, economic pacts, and 
money—the material features of war 
and peace—we codperate; sometimes 
because it is to our material advantage 
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to do so, frequently because public 
sentiment demands it. 

But strategy and tactics sre only 
two elements of war and only two ele- 
ments of peace. The third, the senti- 
ment of the people, the psyckological 
element of ideas, was the decisive fac- 
tor in the World War and remains to- 
day the decisive factor in world peace. 
That statement raises an obvious 
question in the mind of any realist. 
Why is the sentiment of the people in 
Great Britain, the United Stazes, and 
other countries where public opinion 
is free, veering toward the fear that 
war is inevitable and that when it 
comes on a world scale there wH be 
no neutrals? One reason I suggest for 
our consideration is that the peace of 
the world cannot be maintained when 
half of the opinion of the worlc is con- 
trolled by a few men, and public opin- 
ion in the other half of the world is 


free. re 


EREEDOM. or NEws SAFEGUARDS 
Praca 


Three years ago, at its annuel meet- 
ing in Washington, the Američan So- 
ciety of Newspaper Editors adopted a 
resolution on this subject. In part, it 
read as follows: 


That there is a relationship between free- 
dom and peace is obvious. The chief na- 
tions threatening world peace today are 
Germany, Japan, France, Italy and Russia. 
In each of these countries the press is con- 
trolled by governmental officials or by 
militarists who have the power to declare 
war or force a declaration of war. The 
chief nations which want peace are the 
British Commonwealth, the small but free 
nations of Europe, and the Unitec States. 
In these countries the press is free from 
governmental control or censorship. As 
an international policy there car be no 
greater safeguard of peace than the free- 
dom of news throughout the world. 


Since that time there have been sig- 
nificant exceptions and additions to 


the above grouping of nations, espe- 
cially France and Japan. I may men- 
tion, as a special example, the ability 
of the press of Japan to demonstrate 
its good will in international relation- 
ships by sending representatives in 
newspaper-owned airplanes to Manila 
during the inauguration of President 
Quezon, and to London for the corona- 
tion of King George. In considering 
Japanese foreign policy today, the 
press of that country, as exemplified 
by its leading dailies, must be consid- 
ered an element of peace. 

The prelude to an enduring peace, I 
think, continues to be in the realm 
of free trade in international news 
throughout the world, despite the 
present trend of public thought in the 
United States in the direction of man- 
agement and control. If this trend 
continues, domestic propaganda in fa- 
vor of the management and control of 
things and of lives will eventually in- 
clude Lawrence’s third element, that’ 
of ideas. This trend is evident in the 
widespread criticism of the American 
press. Powerful groups are working 
also to establish government control 
of the radio. The first attack has al- 
ready been made upon newspaper- 
owned radio stations. Should the 
time come when the government can 
prescribe what type of citizen may 
own a radio station and what its rela- 
tionship may be to any other citizen 


. Or to any industry, we shall be moving 


definitely in the direction of managed 
public opinion. 

The constructive achievements of 
the press and the radio in the United 
States far outweigh their faults, their 
mistakes, and their inaccuracies. But 
even if we were to admit, in spite of 
the evidence to the contrary, that 
much of the specific criticism of the 
press is justified, the fact that the 
press and the radio in the United 
States are free from official control 
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constitutes our greatest security as a 
peaceful nation. 

In so far-as the United States and 
war are concerned, I think it is becom- 
ing more and more evident that our 
participation in the next war will not 
be determined by the algebraical ele- 
ment of things or by the biological 
element of lives. Money, big business, 
and industry will not be responsible for 
the next declaration of war; that will 
be determined by public sentiment, by 
agreements or alliances between pres- 
sure groups representing large bodies 
of men and women, or by other groups 
which have succeeded, temporarily, in 
dominating public opmion by their 
management of ideas. That is the 


only danger of war as far as the United 
States is concerned, other than the ob- 
vious one of foreign attack! 

The surest safeguard is to protect 
the freedom of the newspapers, the 
press associations, and the radio from 
every attempt to manage or to control 
them by any group in government, in 
politics, in labor, in industry, or in 
public affairs. And some day, per- 
haps, when we have demonstrated our 
ability to remain at peace with all na- 
tions in time of war, we may earnestly 
consider the proposition that world 
peace is directly related to the univer- 
sal freedom of ideas. Then we may ac- 
tively advocate world-wide free trade 
in information. 
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The United States in a War Minded World 


By CARROLL BINDER 


HAT we are living in a society 

whose thoughts mcreasinzly are 
centered upon the prospect of war 
should require little demonstration. 
Aside from the military dress rehearsal 
which we are now witnessing in Spain, 
aside from the Ethiopian crisis, the 
Manchurian crisis, and other crises of 
recent memory, we have the menacing 
spectacle of feverish armamen: build- 
ing in virtually every quarter of the 
globe. 

The prospect of war is a matter of 
profound concern to such pacifizally 
minded peoples as the Scandinavian, 
the Dutch, the Swiss, and the British, 
as well as to the citizens of nations like 
Italy, Germany, and Japan, whose 
leaders have persuaded them that 
“cannon are nre beautiful than 
words,” that “it is better to be a lion 
for a day than a lamb for a century.” 

Whether one gazes from our 2astern 
or our western windows, the prospect 
is far from pleasant. One behclds na- 
tions feverishly building bombing 
planes, dreadnaughts, submarines, and 
other instruments of wholesale de- 
struction; boys, men, and even girls 
drilling in preparation for military 
duty in the coming war; sc:entists 
seeking newer and deadlier gases; ex- 
perts eagerly watching the perform- 
ance of tanks, planes, and flame throw- 
ers in ‘Spain or Ethiopia with an eye 
to more effective utilization fn the 
event of a real war; peoplesezround 
down by the heavy burden of main- 
taining their vast military anc naval 
establishments; peoples systematically 
taught to hate their neighbors by care- 
fully devised governmental propa- 
ganda. 
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“Everyone feels,” as Chancellor Hit- 
ler remarked recently, “that the world 
is moving towards perhaps a tragic 
fate.” 


INFORMATION OF AMERICAN 
PUBLIC 

This sense of impending tragedy is 
felt by the everyday American citizen 
to a far greater degree than in the fate- 
ful days prior to 1914. Thanks to the 
efforts of enterprising American news- 
papers, the alert American reader 
often has a better idea of what is going 
on in Europe and the Far East thai is 
possessed by private citizens of im- 
portant countries in those sections of 
the world. The intelligent German, 
Italian, and Japanese ordinarily knows 
only what the dictatorships of those 
countries deem it expedient to make 
known; whereas the interested Amer- 
ican newspaper reader quickly is ad- 
vised of the basic facts about -eco-' 
nomic, political, and even military 
developments in those lands. 

No other people today, with the ex- 
ception of the British, has so much 
information about fundamental de- 
velopments in other parts of the world 
as is available to the reader of the 
metropolitan press of the United 
States. The British public knows as 
much about Europe and the Far East 
as we know. But the British know 
less about us than we know about 
them, for, with the exception of the 
London Times and one or two other 
papers, the British press does not 
cover the United States so thoroughly 
as the American press covers Great 
Britain. 

And, of course, no other country is 
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favored with (or endures) so many 
addresses on foreign affairs by visit- 
ing lecturers from abroad as are our 
colleges, forums, Women’s Clubs, 
Rotary, Kiwanis, and other luncheon 
groups. Passing through the lobby of 
the Willard Hotel in Washington 
about eight o’clock one morning not 
long ago, I was astonished to hear a 
strident voice explaining the British 
position in the Spanish crisis. At first 
I thought it was a carry-over from 
some convivial celebration of the night 
before; but a bell boy explained that 
it was a breakfast club of Washington 
business men, known as the Early 
Birds, gathered for their weekly feast 
of knowledge and reason. Where but 
in America would the zeal for knowl- 
edge prompt men to desert their beds 
to listen to speeches at that hour of 
the morning? 


Lack or Insicut 


It would be pleasant to add that this 
plethora of information regarding de- 
velopments in other lands is matched 
by corresponding insight. Such, un- 
fortunately, is not the case. Despite 
all the press dispatches telling the true 
state of German and Italian national 
finances, of Italian activities in Ethi- 
opia, of Great Britain’s rôle in Spain, 
of Japanese imperialism in North 
China; in spite of all the lectures ex- 
plaining the French, the British, the 
Arab, and the Hindu viewpoint, the 
majority of our citizens display a 
limited msight into the subtler forces 
at work abroad and at home which are 
likely to exercise a decisive influence 
on our national destiny if the dogs of 
war are unleashed. 

That Jack of understanding of the 
forces making for war would be re- 
grettable under any circumstances. 
When it is present in the minds of 
people who, as citizens of a sovereign 
democracy, share the power to declare 
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war or preserve peace, it is a matter of 
national concern. 

Let me say, in passing, that, as one 
who has, lived for some years under 
dictatorial régimes where the power to 
wage war is vested in an individual or 
a small coterie, I unreservedly prefer 
the American, the democratic way. 
Despite the limitations of some of 
those called upon to decide the mo- 
mentous issues of war and peace, I be- 
lieve that ours is much the safest Sys- 
tem of government. 

But preference for the democratic 
way should not blind us to unmistaka- 
ble shortcomings in our national view- 
points. One of these shortcomings is 
a tendency to oversimplify. Another 
is a disposition to trust overmuch .in 
formulas and shibboleths. Yet an- 
other is disinclination to face unpleas- 
ant realities at home and abroad. 

Nowhere is the tendency to over- 
simplify more apparent than in the 
matter of why men fight, of why we 
went to war in 1918. Those of you 
who have traveled widely and faced 
popular audiences in many sections of 
the country must have been impressed, 
as I am, by the number of our country- 
men who attribute the war talk in 
Europe wholly to the work “of clever 
agents of the munitions manufac- 
turers. 

Akin to this notion is one which I 
have heard from men holding high 
public office to the effect that the good 
people of Japan (or Germany or Italy, 
as the case may be) presently will arise 
in righteous wrath and call off the 
leaders who have committed their 
country to paths of which sensible 
Americans disapprove. 

Utterly unfamiliar with the tradi- 
tions, the psychology, and the social 
forces operative in other lands, these 
well-meaning Americans are content 
to universalize their personal atti- 
tudes. They cannot believe that the 
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youth of Italy may be persuaded by a 
Mussolini that the French are a spent 
race whose material possessions and 
political power may be readily s2ized 
at the opportune time by the more 
virile, more disciplined Italians; that 
the youth of Japan may be persuaded 
by their military leaders that th2 ex- 
ploitation of China is a duty as well 
as a, pleasure, and by their naval lead- 
ers that the national honor calls for a 
navy capable of defeating the zom- 
bined American and British navies; 
that systematic teaching by the Nazi 
propaganda machine succeeds in 
awakening in German youth a belief 
in the desirability of foreign military 
adventure from an individual as well 
as a national viewpoint. 

Few who have studied closely those 
régimes would question the assertion 
that the idea of war as a national pol- 
icy has been successfully sold to a con- 
siderable section of the population. 
A generation fed upon such concepts 
as that advancedeby the late Colonel 
General Hans von Seeckt, presiding 
genius of the new German army, in a 
recent volume, to the effect that “war 
is the highest degree of human 
achievement. It is the ultimate stage 
of natural development in human his- 
tory” is bound to think differently 
from one reared in the American 
tradition. 

Das Schwartze Korps, organ of the 
élite Nazi Storm Troops, in a recent 
issue asks: 

What does war bring to the soldier? It 
brings to him many things, especially devo- 
tion to comradeship and hardiness in an ex- 
traordinary degree. Furthermore war 
brings to the soldier an unheard of great 
feeling for beauty of existence just when it 
comes in contact with death. It brings him 
the opportunity of facing dangers and 
showing which is the stronger—danger or 
man. When he has conquered danger and 
thanks his energy and will power he expe- 
riences an unequaled happiness.” 
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This is the spiritual and intellectual 
fodder upon which the new Germany 
is being nurtured. I could match the 
quotations with excerpts from Italian, 
Japanese, and other authors. Hap- 
pily, the youth of America is fed upon 
a blander diet than that. But we 
Americans cannot understand the con- 
temporary world unless we take 
cognizance of the philosophical out- 
look of other great peoples and shape 
our national policies in the knowledge 
that their ways are not necessarily our 
ways. 

The patriotic Japanese, for example, 
cannot comprehend the American ex- 
altation of peace. He looks upon our 
pacifism as a sign of national decay— 
when he believes it to be genuine. 
Otherwise, he thinks it is a hypocriti- 
cal pretense calculated to fool the un- 
wary. Certain Japanese diplomats 
are noi averse to cultivating American 
pacifist sentiment for the purpose of 
obtaming political concessions in the 
way of arms limitation and similar 
agreements, but they do not respect 
the mental attitude which inspires 
pacifism. They would not tolerate 
such an attitude in Japan. Nor would 
Soviet Russia, which long ago jailed 
Tolstoyans when they raised their 
heads, and is today one of the foremost 
military powers. 

As one nurtured in the principles of 
the oldest Christian pacifist sect and 
acquainted at first hand with the real- 
ities of war, I certainly have no desire 
to see the martial virtues exalted in 
this country. But I see only harm 
arising out of our lack of comprehen- 
sion of the true nature of opinion. in 
important sections of the globe. 

The blasts of war will strike us all 
the more disastrously if a majority of 
us persist in our refusal to believe that 
the war talk abroad is anything more 
than a propaganda of the munitions 
men and their hirelings. It is not rea- 
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sonable to expect the people of Ja- 
pan in the near future to repudiate 
the leaders who have systematically 
taught the sons of the common people 
in the army that Japan’s salvation 
lies in imperialistic expansion. We 
have a better chance to remain in 
peaceful and mutually satisfactory re- 
lations with the Japanese, the Ger- 
man, and the Italian peoples if we see 
them as they are, rather than through 
glasses tinted with our own national 


predilections. 
Those who take the trouble to read 
the dispatches from experienced 


American newspaper correspondents 
in such countries are under no illusion. 
It is the complacent American who 
persists in thinking of Japanese, Ital- 
ians, and others as “people just like 
ourselves” who is responsible for an oc- 
casional lack of realism—a dangerous 
lack of realism at times—in our for- 
eign policy. 


“GETTING TOGETHER” 


Akin to this is the disposition of a 
large and influential section of our 
countrymen to seek to solve difficult 
problems by formulas and shibboleths. 
They are the folks who believe that all 
that is necessary to obtain peace is for 
the Europeans or the Asiatics to “get 
together.” “If only Mussolini, Hitler, 
Stalin, Baldwin, and Blum could be 
got around a conference table, Eu- 


rope’s difficulties would be composed!” 


One encounters this oversimplified 
viewpoint in many parts of the United 
states. It is broached wherever there 
are popular discussions of interna- 
tional relations. The proponents usu- 
ally are of the opmion that President 
Roosevelt is the man ordained to con- 
voke such a conference. The cordial 
reception accorded the President in 
Latin America is confidently assumed 
to be a portent of the success that 
would crown his effort to convoke a 
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conference of European statesmen. 
That the problems of Europe are in- 
finitely more complex than those of 
Latin America, and that the position 
of the President of the United States 
carries more weight in the Western 
hemisphere than it does in Europe or 
Asia, are facts which have been over- 
looked by most of these good people. 
They have conveniently forgotten, if 
they ever knew, that the President’s 
handling of that recent experiment in 
“setting together,” the World Eco- 
nomic Conference, did not contribute 
to the appeasement of Europe. 

It would be salutary for the na- - 
tional consciousness if we could see 
ourselves as Europe often sees us in 
this matter of international confer- 
ences—a nation ready to give gratui- 
tous advice on the conduct of interna- 
tional relations, notably in such mat- 
ters as armaments and commercial 
policies, but usually unwilling to as- 
sume corresponding responsibility for 
carrying out the pdélicies its favors. 
The blithe way in which in the past we 
have ducked into and ducked out of 
situations has been one of the exas- 
perations of European diplomacy. 
Our insistence that the European pow- 
ers disarm while we refused to give any 
corresponding guarantees of European 
security Is a case in point. 

It would also contribute to the na- 
tional well-being if our people of good 
will came to understand that babies 
are seldom found under rosebushes— 
that settlements of vital international 
issues are rarely if ever reached in has- 
tily convoked public conferences amid 
the cliék of cameras and telegraph in- 
struments. 

Some one ought to tell our unsophis- 
ticated countrymen that practically 
every such publicly arrived at cove- 
nant was preceded by innumerable 
private conferences on the part of the 
experts of the interested nations and 
C8 
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generally by prior meetings of the 
principals, And those meetings in 
the chancelleries had to be preceded 
by a clarification of national interests 
and a preparation of public opinion. 
If these elemental facts of interna- 
tional life were better understood in 
the United States, the pressure *o in- 
duce the President to “get these fel- 
lows together” might be more wisely 
directed. 

While one section of our public opin- 
ion cherishes the idea of the innate 
goodness (according to American 
standards of goodness) of foreigr. peo- 
ples, and of the mission of the United 
States to bring healing to the nations, 
another, and probably numerically 
larger, section of American opinion 
thoroughly mistrusts the foreignereand 
all his ways. These are the folks who 
are convinced that “Uncle Sam never 
lost a war or won a conference”; that 
our diplomats are no match for the 
slickers from abroad and are sure to 
give away our Shirts if afforded the 
slightest opportunity. They would 
have us lift our national skirts lest 
they become polluted as we pass 
through a sinful world. They want us 
to exclude the foreigner’s trade as well 
as his ideas—above all to refrain from 
commerce with him in war time—lest 
our virtue be compromised if not for- 
feited. 

No one realizes better than myself 
the inadequacy of this portrayal of 
national attitudes and national limita- 
tions. One cannot accurately describe 
in a brief survey the emotions of 120,- 
000,000 people of varied racial and in- 
tellectual backgrounds and scktzered 
over a vast continent. ° 


AMERICAN DESIRE FOR PEACE 


But whatever the reasoning by 
which they have reached their present 
attitude, there is one point upon which 
an overwhelming majority of Arneri- 
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cans are agreed today. That is that 
if war comes to Europe or Asia, this 
country should keep out of it. 

Here and there a voice arises to sug- 
gest that it may prove to þe in the na- 
tional interest to throw the political, 
economic, and military might of dem- 
ocratic America on the side of Euro- 
pean democracy and against European 
military autocracy. But such voices 
today are like cries in the night. Con- 
siderable acquaintance with popular 
opinion in many parts of the Nation 
convinces me that antiwar sentiment 
is overwhelmingly m the majority. 
The man in the street is convinced 
that our intervention in the last war 
was a ghastly error, that the ideals for 
which we fought were betrayed by our 
cynical allies, that those allies de- 
frauded us out of money loaned them 
in their hour of need, and that no good 
would come out of our participation in 
a suicidal struggle in which we have 
no personal interest. _ 

The suggestion that there may be a 
right and a wrong in a European or 
Asiatic quarrel, that the United States 
should adopt one course towards the 
victim and another towards the ag- 
gressor, leaves the ordinary Middle 
Westerner cold. He considers both 
their houses plagued and he wishes the 
United States to pass by on the other 
side. 

There was a time when the warning 


.of George Washington against en- 


tangling alliances was taken seriously 
by many Americans only in so far as 
it applied to Europe. They were 
quite willing, in the pursuit of mani- 
fest destiny, to see their country in- 
volved in the affairs of other nations 
in the Western hemisphere and even 
in remote Asia. 

We have ceased to be the policeman 
of Latin America. We have seen our 
historic policies in the Far East flouted 
by Japan without a murmur from the 
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average American. We have aban- 
doned the doctrine of the freedom of 
the seas, in defense of which we fought 
three wars, with scarcely a flicker of 
an eyelash on the part of the American 
public. The dream of colonial empire 
which stirred our imagination periodi- 
cally in the nineteenth century and 
launched us on the wave of expansion 
in the Pacific at the turn of the cen- 
tury temporarily at least has ceased to 
attract us. We leave the settlement 
of the Filipino question neither to the 
imperialists nor to their foes, but to 
the domestic sugar and dairy interests. 
The ordinary citizen is so preoccupied 
with domestic affairs or so eager to 
avoid the danger of war that he re- 
fuses to pay any attention to the basic 
question of American and Filipino na- 
tional welfare. 

Only those who are unmindful of 
our mercurial national character, of 
our demonstrated capacity for blow- 
ing hot on questions on which long we 
were cold, will be so bold as to say that 
this passion for isolation from a war 
minded world, for peace whatever the 
cost, is permanent. Were I a foreign 
diplomat I should not rely indefinitely 
upon the present American mood of 
isolationism. But of the present atti- 
tude there can be no doubt. We want 
peace however much other nations 
may want war. i 


POSSIBILITY OF NEUTRALITY 


= s * hd 
Can we remain at peace if there is 


a major war in Europe or Asia? I 
hope so. As things now stand, I per- 
ceive no contribution that we could 
make, no gain that would accrue to us, 
which would warrant the sacrifices in- 
volved in our waging war. Circum- 
stances may change so greatly as to 
make it in the national interest to 
fight, but I speak only of things as 
they are. 

I wish I could share the confidence 


of those who declare that in the next 
war we shall succeed in remaining neu- 
tral. I wish I could share their as- 
surance that our people will be so well 
informed concerning the true national 
interest that they will be immune to 
all the winds of propaganda. I wish 
that I could believe they will be so 
clear in their minds regarding the ul- 
timate balance sheet as not to be 
tempted by the appetite for war prof- 
its to adopt courses which ultimately 
may involve us. But such acquaint- 
ance with my countrymen as can be 
obtained from an editorial chair on a 
metropolitan newspaper and from the 
rostrum of the public forum counsels 
me to reserve Judgment. 

For one thing, I cannot share the 
congidence of my friends, the propo- 
nents of neutrality legislation, in their 
formula for keeping us out of war. I 
am disturbed by the unquestioning 
trust which people of good will in my 
part of the country place in such leg- 
islative measures. © 

It would be pleasant to believe that 
by the enactment in advance of such 
legislation one has successfully msu- 
lated the country against the danger of 
war. But, at best, such neutrality leg- 
islation can hardly hope to fo more 
than keep us out of the kind of war 
into which we got in 1917. Iam not 
sure that it is legislatively possible to 
achieve even that much. For one 
thing, the legislation does not appear 
to reckon adequately with the desire 
for high prices on the part of primary 
producers with large political influence 
—cotton and wheat growers, and pork 
producers, for example. 

At present those elements of the 
population are among the most sincere 
pacifists. They think that the road 
to war lies in the sale of machine guns, 
airplanes, and chemicals, and they 
heartily favor legislation curbing such 


traffic in war time. But I have yet to 
a s 
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meet a Middle Western or Southern 
farmer who thinks of his corr, wheat, 
and cotton as munitions whica should 
be withheld from the war-bound con- 
tinents as a contribution to American 
peace. 

It may be that these primary pro- 
ducers have such a lively understand- 
ing of the forces operative in the mod- 
ern world that they are willirg <o see 
their normal competitors in South 
America, Australia, and Canada get 
two or three dollars for wheat or thirty 
cents for cotton while they are getting 
subnormal prices from a sorely de- 
pressed domestic market. 

It may be that our farmers will be 
willing to suffer such hardships in or- 
der that their sons may be spared the 
ordeal of battle and the Nat.on may 
emerge from the crisis with e2zonomic 
and political institutions intact. It 
may be that the unemployed urban 
wage earners will be willing to take a 
modest dole while the Nation's indus- 
tries are adjustmg themselves to the 
dislocations of neutral economy in a 
world at war. It might pay every- 
body in the long run. 

But as an editor whose business it is 
to try to see people as they are, rather 
than as*one would like them to be, I 
cannot feel so confident concerning the 
course of the United States once a 
major war breaks out. I think we can- 
not dismiss the possibility that the 
neutrality legislation to which so much 
importance is now attached may be re- 
pealed by senators and congressmen 
from the primary producing states 
(where the votes lie) rather zhen by 
the representatives of the <e-called 
munitions centers. o 

That is a more fundamenzal con- 
sideration than the much dekated is- 
sue of mandatory versus discretionary 
authority for the President. 

Equally fundamental is the question 


of how immune our people will prove 
* @ 


to propaganda directed at their emo- 
tions and purses by interested parties. 
After all, the present wave of pacifism 
has been generated without vigorous 
opposition. Popular audiences have 
heard able and intelligent speakers 
dwell upon the horrors and follies of 
war. Dissatisfied as they are with the 
fruits of victory, it is not surprising 
that they respond so readily to the 
pacifist appeal. Anyone who reached 
maturity before 1914 will recall how 
prevalent was the peace sentiment of 
that period of William Jennings Bryan 
peace speeches, Hague conferences, 
and Carnegie peace palaces. 

The peace sentiment of this country 
gave a good accounting of itself in the 
trying period between 1914 and 1917. 
But it did not prove sufficiently strong 
to withstand the propaganda drives 
directed at the American public by 
partisans of the various belligerents 
and the bolder assaults upon Ameri- 
can rights and national honor by the 
Imperial German Government. How 
will the new pacifism in America with- 
stand the assaults of shrewdly directed 
propaganda from those who wish to 
bring us into the next war? Repug- 
nance to war and love of peace as an 
end in itself may not be sufficient to 
keep us out of the conflict. 

To remain at peace our people will 
have to be prepared intellectually and 
morally as well as militarily. The ma- 


, jority of our people will have to have 


a lively understanding of the long- 
terri American national interest and 
the capacity to see through cleverly 
organized propaganda designed to sell 
us a particular cause and to prejudice 
us against other causes. 


Unxnown ELEMENTS 


No neutrality legislation, no for- 
mulas can adequately anticipate all 
the contingencies that may arise. 

I realize how much easier it is to 
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arouse an audience to enthusiasm for 
something tangible, such as a legisla- 
tive nostrum guaranteed to prevent us 
from being bitten by the war bug, than 
it is to carry on the more tedious proc- 
esses of political education. The leg- 
islative nostrum lends itself to oratori- 
cal flights, and the political education 
is a matter of unoratorical drudgery. 
But the former is a deceptive hyp- 
notic, and the latter is a national 
health builder. The latter will tend 
to prepare the citizens to cope with 
the unknown, to enable the Nation to 
withstand challenges of whatever 
character from whatever quarter. It 
offers a reasonable possibility of pre- 
serving peace with honor and security, 
of withstanding the passions of the 
hour. 

Who twelve months ago would have 
predicted that within three months 
the peace of the world would be jeop- 
ardized by a civil war south of the 
Pyrenees? LEveryone’s thoughts at 
that time were on the relations of 
Great Britain and France with Italy 
over the Ethiopian question—an issue 
which scarcely a soul thought of as re- 
cently as three years ago. How sud- 
denly the Manchurian crisis burst 
upon us less than six years ago! 

Who can say whether the next crisis 
will arise over German aggression in 
Czechoslovakia or Japanese aggres- 
sion in the Asiatic mainland or even in 
Borneo? 


It is this inability to determine ° 


whence the challenge to our peace may 
arise or in what form, that leaves me 
unsatisfied with such attempts to keep 
out of war as are embodied in the neu- 
trality laws. Because I have not the 
slightest idea what the principal mem- 
bers of the present collective security 
system will do in the next crisis (be- 
ing acutely aware of their singular be- 
havior during earlier crises) I am not 
disposed to place my hope of America’s 
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remaining at peace: in the alterna- 
tive formula of adherence to the con- 
temporary collective security system. 
There may come a time when na- 
tional rivalries will have run their 
course sufficiently for the principal 
powers sincerely to Join in a genuine 
world order—a real collective security 
system. Of course, I should like to 
see the United States take part in such 
a system. But with British, French, 
German, Italian, and Japanese policies 
—to cite but a few conspicuous illus- 
trations—what they now are, I can see 
no contribution to peace in American 
adherence to the existing collective se- 
curity system. Nor can many of my 
neighbors in the Mississippi Valley. 


e A Sounn Forgan Poricy 
My hope for peace lies, therefore, in 


_ the formulation and pursuit of a wise 


American foreign policy and its loyal 
support by the majority of our people. 
Such a policy would seem to call for 
getting out of the Philippines for good 
and all and building our national de- 
fense on the triangle of the Aleutians, 
Hawaii, and the Panama Canal, by 
way of a starter. Nothing is more 
dangerous than the present half-in, 
half-out American policy towàrds the 
Philippines, the position of responsi- 
bility without authority. 

Such a policy calls for a clear-cut re- 
fusal to join in any schemes to “neu- 
tralize” the Philippines in which the 
burden would fall on us if things went 
badly-—possibly at a time when public 
opinion was as indifferent to our Far 
Eastern interests as it is at present. 

Under existing conditions such a 
policy may mean a refusal to assume 
further individual or collective respon- 
sibility for the maintenance of the 
Nine-Power Treaty in the Pacific. 

In a period in which every nation is 
arming to the limit of its ability there 
is no choice but for the United States 
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to maintain a strong system cf na- 
tional defense on the seas, in tke air, 
and onthe land. To pursue any other 
course in such an era would be an in- 
vitation to war. But, obviously, the 
military establishment should ke de- 
signed with a view to national defense 
-—not for offense in remote Asiatic 
waters where we have by legislative 
action renounced our territorial ambi- 
tions. 

Our commercial and monetary pol- 
icies, of course, should be designed to 
encourage the lowering of barriers to 
international trade and otherwise con- 
tribute to economic and political amel- 
ioration. Here again our pacifist 
speakers could make better use of 
their opportunities. They should ed- 
ucate our silver senators in the ¢co- 
nomics and politics of the Far East in 
order that they might see the injuri- 
ousness of such measures as the silver 
purchase act. They should teach our 
people that if we hope fo cortinue to 
sell cotton to tke Japanese we must 
accept payment in Japanese exports; 
that a good-neighbor policy means 


taking butter and cheese from Cenada 


and timber and manganese from Rus- 
sia in return for American sakes of 
manufaétured articles. 

It is the task of those who cherish 
peace and reconstruction to focus the 
attention of our people on such prosaic 
but vital matters as these, rather than 
permit them to be led solely by the 
Pied Pipers of illusory “antiwar” pro- 
posals, 


If our people become firmly 
grounded in such matters there will be 
no pretext for tying the President’s 
hands im advance with legislation 
likely to prove a serious detriment 
rather than an aid to peace. No great 
nation today is in a position to define 
in advance precisely what it will clo in 
future and unknown contingencies. 
The publication of such a national self- 
limitation may of itself invite aggres- 
sion, instead of furthering peace as the 
sponsors of such a policy fondly hope. 

In the existing international an- 
archy a potential aggressor who feels 
confident that he knows exactly what 
another great power will do—or not do 
—in given circumstances is more likely 
to be emboldened than deterred. It is 
the uncertainty as to what Great Brit- 
ain might do that has deterred Nazi 
Germany from taking certain contem- 
plated steps. Ifa potential aggressor 
is in doubt as to the reaction of the 
United States, he is hkely to think 
twice before attacking. What pur- 
pose is'served by attempting to de- 
clare our position in situations the pa- 
ture of which we cannot anticipate? 

One might pursue this line of 
thought with considerable profit. But 
I shall close with this plea for the quest 
of peace in the direction of a flexible 
rather than a rigid American foreign 
policv. Only such a policy seems to 
me likely to withstand the trial by fire 
_ which seems to lie ahead of us in the 
"next decade of flaming national rival- 
ries’ 


Carroll Binder iz foreign editor of The Chicago 


Daily News. 


Eo was special writer for that paper 


from 1922 to 1827, specializing on sociological, in- 
dustrial, and political problems, and covered the 
Nicaragua revorution of 1926-1927. He was cor- 
respondent in Italy, 1927—1929; Soviet Russia, 1929; 


and London, 1530—1981. 


He traveled extensively 


in Japan and Chanc in 19384. 


Neutrality and International Responsibility 


By CHARLES G. Fenwick 


DO not wish to give further em- 

phasis to the note of pessimism, yet 
it would be futile to deny that those of 
us who have crusaded for some seven- 
teen years for a better organized world 
are somewhat discouraged at the pres- 
ent condition of things. Weshould be 
blind if we were not discouraged. 
However, though discouraged, we are 
none the less determined, and though 
conditions may seem for a time to pre- 
sent an obstacle almost insurmounta- 
ble to progress in the direction of inter- 
national organization, we have not lost 
our will and our determination to press 
forward along that line. 

Seventeen years ago, we had high 
hopes. We visualized a world of law 
and order, a world progressing stead- 
ily towards the solution of interna- 
tional controversies and towards a 
constructive reorganization of the eco- 
‘nomic order which lies at the founda- 
tion of so many controversies. After 
those seventeen years of effort we find, 
as must be admitted, obstacles almost 
insurmountable. Those who once 
worked with us seem to have lost their 
faith, seem to have given up their prin- 
ciples because of the difficulty of ap- 
plying them. 

That is very sad. It is one thing to 
realize the obstacles in the way, yet 
hold fast to the principles, and quite 
another thing to find oneself baffled by 
the conditions under which one is seek- 
ing to apply one’s principles, and then 
abandon the principles. 

As I look around my country today, 
I find my countrymen, many of whom 
were strong for the principles of a new 
world order in 1920, now expressing 
disbelief in them and turning back to 
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a policy of neutrality. If I may para- 
phrase the words of a great English 
journalist, Chesterton, we seem not 
only to have lost our way, but even to 
have lost our address. 


Wortp CONDITIONS 


What are we witnessing today in 
the world? We are witnessing the 
challenge of anarchy to law and order, 
and not merely in the world at large, 
but within our individual states. Our 
concern, however, is with the world at 
large. We have witnessed in recent 
years the open and flagrant violation 
of international treaties, such as the 
nineteenth century at its worst did not 
witness. We have witnessed the Cov- 
enant of the League, a most solemn 
obligation, torn up hh the face of its 
signatories and thrown into the scrap 
basket by a powerful nation in the Far 
East, and by another ambitious and 
hungry nation in the Mediterranean. 
We have witnessed the Kelloge-Bri- 
and Pact, to which we set our signa- 
ture, which was ratified by our Senate, 
which pledged the parties to abandon 
wars in pursuit of national policy, torn 
up before our very eyes, and we have 
kept silent. That is not too strong. 
We have voiced our indignation in 
such mild language that it may almost 
be described as silence. We have wit- 
nessed the Nine-Power Treaty, en- 
tered iħto for the protection of China, 
for the pacification of conditions in the 
Far East, torn up before our very eyes, 
and we have scarcely lifted a finger in 
its defense. 

We turn to Europe, and we ana a re- 
vival of the old alliances that brought 
on, the World War. If there be one 


52 The ANNALS OF THE AMERICAN ACADEMY 


thing that historians must reccrd as 
the bankruptcy of statesmanship in 
the nineteenth century, it is the theory 
that the peace might be kept by a bal- 
ance of power, by matching this alli- 
ance against that alliance, by throwing 
your weight in the scale when it went 
up too high, to bring it down even. 
The bankrupt statesmanship cf the 
nineteenth century saw in the belance 
of power the conditions or the possi- 
bilities of world peace, and the coming 
of the World War shattered that illu- 
sion of so-called statesmen. Today 
we are witnessing a new balarce of 
power, another effort to keep the peace 
by matching alliance against alliance; 
and if experience is worth any hing, 
the results will be the same as the old 
balance of power brought forth. 
We are witnessing a rearmament of 
the nations such as the nineteenth cen- 
tury and the early twentieth century 
could not have imagined, with instru- 
ments of destruction more deadly by a 
hundred times than those condemned 
in 1914. And not merely that; the 
pious belief (if I may so express it) of 
statesmen in 1907 at the Hague Con- 
ference that war could be humanized, 


œ that noncombatants could be spared 


its effects, that it could be directed to 
military objectives, has given way to 
an open and shameless avowal by 
military leaders that in the next war 
it will be the noncombatant pcpula- 
tion that will feel its effects, thet the 
next war will not be directed to armies 
in the field but to intimidating great 
centers of population, to disrupting 
the organized economic life of the en- 
emy, and that means to wipe ovt the 
great cities. a 


-4 Such an immoral, inhuman, uncivi- 


lized, un-Christian attitude towards 
war, even the statesmen of the Hague 
Peace Conference would have revolted 
at, cold-blooded as they were im ac- 
cepting war as inevitable. And yet, 

° *# 


that seems to be the order of the day. 

We are witnessing a nationalism in- 
tensified, a nationalism that goes back, 
not to the Middle Ages but to early 
tribal intensity and its strongest feel- 
ings of racial superiority. I find it 
hard to seek a parallel short of ancient 
times for this new nationalism that 
conceives of one’s race and one’s na- 
tion in terms of superiority to that of 
all others. 

And, lastly, we are finding that the 
ideal of the nineteenth century, that 
no ore thought would come to be ques- 
tioned, the ideal of a constitutional 
democracy, is dragged in the dust, and 
a systematic autocracy, if I may coin 
that phrase, a systematic despotism, 
has taken its place, which would make 
the autocrats of old ashamed of their 
moderation. 


NEUTRALITY Is ILLOGICAL 


New I have dwelt on that dark pic- 
ture because I want to call your at- 
tention as strongly as I can to the re- 
sponsibility of the United States in the 
presence of this growing international 
anarchy. What have we to offer to- 
day to the world? We offer it a policy 
of neutrality, a policy of washing our 
hands of responsibility in the world, a 
policy of hiding away from conflict and 
admitting that we can do nothing to 
stop it, that we have no responsibility 
now because others have created a 
situation beyond our remedying. 

The policy of neutrality is illogi- 
eal.” The neutrality legislation that 
we have passed, or are about to pass, 
is not neutrality. By circumstances 
that you can readily imagine, if a war 
were to break out in Europe between 
a strong power and a weak power, if 
Denmark for example were to be the 
victim of aggression, or Belgium or the 
Netherlands, who would come over to 
our country and buy our goods, cash 
and carry if you please, but the aggres- 
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sor? Would Denmark buy our goods? 
Denmark’s fleet would be destroyed 
the first day of the war. And yet we 
call it neutrality! We call it neutral- 
ity, which should mean treating both 
parties alike. There is in the pending 
legislation no even, fair treatment of 
both parties alike. Our present neu- 
trality legislation might readily have 
the effect of favoring the aggressor 
against the victim. The policy is not 
only illogical in fact, but it is based 
upon wrong principles. 

The basis of neutrality is that war is 
a cyclone, something you cannot con- 
trol, and knowing the meaning of that 
little black cloud on the horizon and 
what potentialities of damage are in it, 
you build yourselves a storm cellar. 
And as the cloud rises on the horizon 
and the winds begin to whip, you take 
to your storm cellar. You don’t stay 
down too long, you peek out from time 
to time to watch the wind and to trade 
with the enemy. You don’t by your 
present neutrality legislation stop 
your trade in cotton or oil or steel, oh, 
no! Cash and carry, yes, let them 
come and you will sell. Your storm 
cellar is only for your own protection, 
not for any principle of law and order 
in the world. 


NEUTRALITY CONTRARY TO THE 
CONSTITUTION 


War is not acyclone. The cyclone 
theory of war is fundamentally wrong. 
War is of man’s making, and man can 
unmake it. To assume that war is 
something beyond our control is to go 
counter to the whole experience of law 
within the state in which we live. It 
is to repudiate the Constitution of the 
United States. 

How far is neutrality a policy in the 
’ State of Pennsylvania? Can Ibe neu- 
tral in the presence of crime? Across 
the street from me, my neighbor’s 
house is robbed. AmIneutral? The 


kidnaper kidnaps a child in the ad- 
joining section of the city. Am I neu- 
tral between the kidnaper and the kid? 
Am I neutral when crimes of violence 
are committed, just because they do 
not affect me personally? That the- 
ory of conduct has been repudiated in 
Pennsylvania, in every state of the 
United States, in Great Britain, in 
every country, long since. No citizen 
may be neutral in the presence of 
crime. 

And in the United States, neutrality 
is expressly repudiated by our Consti- 
tution. In place of neutrality, our 
Constitution recognizes the collective 
obligation of all the members of the 
Union to come to the rescue of any one 
if attacked. Why, the principle has 
beerf so long in force that we have for- 
gotten it, we do not realize its impor- 
tance. Article IV, Section 4 of the 
Constitution of the United States pro- 
vides that the United States, plural, 
collectively, guarantee to each state a 
republican form of government, and 
will protect each of them against 
invasion. ‘That is the principle of col- 
lective security written into our Con- 
stitution. Who should be an advo- 
cate of the principle of codlective 
security if not America? Whose tradi- 
tions embody it? Whose constitution 
has given an example of it to the 
world? And instead of it, we find our- 
selves repudiating the principle, just 


*because the circumstances in the 


world seem to make it, and indeed do 
make it, difficult of application. 


PRINCIPLES oF Law AND ORDER 


The United States Constitution em- 
bodies two fundamental principles of 
law and order—the reconciliation of 
stability and of justice. With those 
principles we are familiar. The prin- 
ciple of stability is written into our 
provision for a Supreme Court, so that 
no state may be the judge in its own 


AA 


54 THE ANNALS OF THE AMERICAN ACADEMY 


case, but must take its disputes to a 
higher authority, representing the col- 
lective Union of the forty-eight states. 
The principle of stability is written 
into our Executive Department, that 
the law shall be enforced through the 
courts by the whole power of the 
Union. And the principle of economic 
justice is written into our Constitu- 
tion. Congress, with difficulty it is 
true, with effort, with a struggle, with 
many bickerings, with much contro- 
versy, labors year in and year out in 
the exercise of its authority to pro- 
mote that economic justice between 
the states which is the basis of peace. 

And with a Constitution such as 
that, with the example that we might 
give to the world of the prirciples of 
law and order, what do we find if the 
past seventeen years but a policy of 
evasion, of hiding, of washing our 
hands of any responsibility for law and 
order in the world? œ» 

Do not interpret me as suggesting 
commitments and entanglements. 
The suggestion of commitments and 
entanglements is only a red herring 
dragged across the trail when you do 
not want to follow the trail to the ulti- 
mate goal. That goal is the organiza- 
tion of the nations on the bas.s cf prin- 
ciples of stability and justice. Let 
us never forget that ideal simply be- 
cause it may be difficult to attain it 
today. 


UNITED STATES RESPONSIBILITY 


Now we ask, what interest has the 
United States in law and order in the 
world? Why are we concerned with 
stopping war in some remote corner of 
the world? What concern i€ it of ours 
if the Far East suffers a conflagration 
and civilization is destroyed: No con- 
cern of ours! Apparently w2 have þe- 
come a nation that is no more than a 
conglomerate of economic interests. 
If it does not touch our eccnomie in- 
terest, no concern for us! Our ideals, 


principles, conceptions of law and 
order as ultimately affecting civiliza- 
tion, as changing the destiny of the 
next generation, apparently we have 
forgotten. 

Now I do not think it is too late to 
take action. I am prepared to admit 
that the time to act was ten years ago; 
the time to make the great conces- 
sions, to meet the economic problem 
of reconstruction, was ten or eleven 
years ago. I could wish that when 
Briand and Stresemann took hands 
across the table at Geneva in Septem- 
ber 1926, and Briand made the great 
address calling on the nations to turn 
a new page in their history and to wit- 
ness the reconciliation of the former 
enemies, the United States might then 
have thrown its forces on the side of 
peace. 

I do not mean merely throwing its 
forces on the side of peace in the sense 
of joining the League and supporting 
the status quo. Nothing is more fu- 
tile, in my judgment, than to think 
that any league or any association can 
keep the peace if your highest ideal of 
the peace is to stereotype the status 
quo, to fix things irrevocably as you 
want them and then to combine to 
suppress any country that seeks a 
change. No association of nations, no 
league, no union, can ever succeed un- 
less it not only keeps the peace, but 
goes beyond to promote the economic 
welfare of all the countries, to remove 
the grievances that bring about wars. 
We cannot ask Germany or Italy or 
Hungary or any other nation to keep 
the peace if keeping the peace means 
submitting to intolerable conditions as 
they see them. If keeping the peace 
means economic strangulation for 
their country, if it means industrial 
starvation, they will not keep the ` 
peace. And the weakness of the or- 
ganization created in 1920 was that it 
did not make adequate provision for 
those economic and political changes 
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which any dynamic society must make 
if justice is to be preserved. 

Tt is the burden of my appeal to you, 
not to turn your backs on the ideal of 
collective security in the world, not to 
turn your backs on the ideal of law and 
order by world organization, but to 
come back to that ideal; but in coming 
back to it to take the principles of 1920 
and carry them farther, and make 
them the basis of an‘ economice disarm- 
ament which is quite as vital in the 
world as political and military disarm- 
ament. 


True Urcent NEED 


Is the outlook dark? Certainly it 
is dark. Was there ever a time when 
there might seem to be less hope than 
today? No, but that is all the more 
reason for beginning today. If the 
outlook is dark, and the chance is one 
in a hundred, that is the reason why 
we cannot wait any longer, that is the 
reason why the United States must 
take the leadership as the one great 
nation standing apart from those con- 
flicts and able to take a more detached 
view; not by our superior morality, not 
because we are a higher order of þe- 
ings, not m the spirit of our late 
President—you remember his famous 
remark. He was asked to comment 
upon the unhappy conditions prevail- 
ing in Europe, and he observed, “If 
they would be like us, they too would 
be prosperous.” — 

That is not the spirit in which „we 
must approach the problem of interna- 
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tional reorganization. We must ap- 
proach it because we have power, and 
with power comes responsibility. 
There is urgent need, and with the 
urgent need comes the call to act. As 
being the great detached nation, 
standing apart from the conflicts of 
Europe, we ought to be the country 
taking the lead in applying these great 
principles to the nations, holding them 
before public opinion, admitting the 
difficulties, going, if you like, cau- 
tiously—-no commitments, no entan- 
glements—but never ceasing, never 
giving up, always holding out these 
great principles of law and order as the 
one condition of peace in the world. 

We cannot compromise. Someone 
observed recently that the war mi- 
crot has a wide cruising radius. I 
think it is a very apt expression. If 
we think that the war system can con- 
tinue in the rest of the world and we 
shall be exenapt, we are living in a 
fools’ paradise. Dictatorships are the 
outcome of war. With another war, 
more dictatorships, and the microbe 
of dictatorship can come to our own 
country, just by that contagion that 
no man can prevent. 

I conclude by repeating, respensibil- 
ity is in proportion to our power to act, 
and the urgency of the need for action. 
We cannot wait, the time to call a 
great conference is now, the time to re- 
assert the principles of law and order 

ein the world is now. We must destroy 
war today, or war will destroy us to- 
morrow. 
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Cause and Occasion of Our Entry into the World War 
(1917) 


By STANLEY K. HORNBECK 


HAT I shall say here is in no 
way official. I have approached 

my subject as any other student might 
approach it. I have made use of no 
materials that are not publicly avail- 
able. The responsibility for tae choice 
of materials and for the development 
of the thesis which I submit is ard will 
be mine alone. In regard tc both, I 
have tried to be thoroughly cbjective. 

I trust that it will be noted that in 
discussing events of 1917 I express no 
opinion as to the wisdom or tae moral 
qualities of the decisions which this or 
any other country made. When, to- 
ward the end, I shall make certain 
statements in perhaps dogmetic form 
by way of conclusion, let it ke under- 
stood that those statements zarry im- 
plicit within them the qualttying in- 
troductory words, “In my opinion.” 

Probably no other one subject in 
the field of foreign relations has had so 
much ettention in the minds of the 
American people during rec2nt years 
as has the subject of “keeping out of 
war.” Probably no other one question 
in that connection has been given so 
great a variety of answers as kas the 
question of what led this country into» 
the World War. 


Distincrion Berwren CAUSE AND 
OCCASION 


On the subject of why we entered 
the World War, millions of Worcs have 
been written and other millions of 
words have been spoken Yet, 
throughout twenty years of discussion 
of that question, and in current dis- 
cussion of it, one finds prevelent a 
most astonishing failure on the part of 
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most of the participants to make, for 
the purposes of their discussion, a sim- 
ple distinction which is essential to 
any rational approach to the subject: 
a distinction which takes due account 
of the difference between a cause or 
causes and the occasion of that which 
occurs, 

Professor Seymour, in his book 
American Neutrality, 1914-1917, 
points out that “it frequently happens 
that the occasion for an event is mis- 
taken for its cause. Sometimes, how- 
ever, the occasion and the cause are 
the same.” 

Mr. Newton D. Baker, in his re- 
cently published book Why We Went 
to War, says, “I am convinced also 
that our entrance into the war was 
caused [underscoring added] directly 
and solely by the German use of the 
submarine . . .”; at another point he 
states, “Certainly the occasion [under- 
scoring added] of the United States’ 
entering the World War was the re- 
sumption of submarine warfare.” 
However, he introduces this last state- 
ment by the following observation: 
“The most pertinent criticism which I 
anticipate will come from those who 
fee] that I have oversimplified the 
cause of America’s entry into the 
World War and confused the occasion 
with the cause. This I may to some 
extent have done.” 

Sharing Mr. Seymour’s view that 
occasion is often mistaken for cause, 
and sharing Mr. Baker’s view that 
“certainly the occasion of the United 
States’ entering the World War was the 
resumption of submarine warfare,” I 
nevertheless am constrained to be- 
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lieve—and to venture the thesis—that 
the entry of the United States into 
the war was brought about by a com- 
bination of factors much more funda- 
mental and comprehensive than the 
issue of the submarine. 

As to the occasion of our entry into 
the World War, there is little or no 
disagreement. The confusion and 
conflict of views on the subject of the 
cause arises, it seems to me, largely 
from the tendency of mankind to seek, 
and, seeking, to find, for almost every 
occurrence a cause, whereas, toward 
bringing about any occurrence or 
event, there are almost always many 
contributing factors, which, accumu- 
lated and associated into one great ag- 
gregate, bring about the occurrence or 
event. Itis not any one drop of water 
behind a dam which breaks the dam: 
it is all the water plus the manner in 
which and the time at which a given 
total is achieved that produces a pres- 
sure which causes the dam to go out. 

In an article which appeared in For- 
eign Affairs for October 1936, entitled 
“The War Crisis of 1936,” the Mar- 
quess of Lothian, although mention- 
ing only incidentally the subject of the 
entry of the United States into the 
World War, has managed in the course 
of two brief paragraphs to indicate 
how it came about that this country 
decided to enter the war, and to eval- 
uate the effect, so far as the war was 
concerned, of our having gone in—on 
the side of the Allies. He writes: , 

. . The factor of the war-time trade in 
munitions and loans did not influence Con- 
gress so much but helped to drive Ger- 
many towards the unlimited submarine 
campaign which precipitated the American 
decision. Finally, there was the fact that 
in January 1917, after President Wilson’s 
drive for peace had failed, it looked as if 
Germany had won the war. . . . The con- 
viction that the victory of Germany would 
be a challenge both to American ideals and 


even eventually to American security, had 
marked influence both on the opinions of 
persons in high office in Washington and, 
less consciously and intuitively, on Ameri- 
can opinion at large. And, in fact, it was 
the American contribution which was de- 
cisive. Without it Germany might have 
won the war... . [Underscoring added.| 


DOMINANCE OF PRESIDENT WILSON 


We have not yet heard the last word 
in explanation of the entry of the 
United States into the World War. I 
make no assumption that what I shall 
say here will be the last word. It is, 
however, in the belief that all of us 
who are able should contribute what 
we may toward clarification of thought 
on that subject, in the belief that mis- 
conceptions in regard to that subject 
may Teadily cause us to make mistakes 
in the charting of future courses, that 
I have chosen to ask you to consider 
with me some of the evidence in regard 
to this matter’ 

I shall approach he subject by 
bringing into review, for the most 
part, the recorded thought of the man 
who during the fateful years 1914- 
1921 was chiefly responsible for the 
conducting of the foreign relations of 
the United States. Of him an@ of his 
responsibility in that connection, Win- 
ston Churchill, in his The War Crisis 
(1916-1918), says: 


Writing with every sense of respect, it 
seems no exaggeration to pronounce that 
“the action of the United States with its 
repercussions on the history of the world 
depended, during the awful period of Ar- 
mageddon, upon the workings of this man’s 
mind and spirit to the exclusion of almost 
every other factor; and that he played a 
part in thé fate of nations incomparably 
more direct and personal than any other 
man. 


Mr. Seymour, in his American Neu- 
trality, 1914-1917, says: 


President Wilson dominated the foreign 
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policy of the United States. He is univer- 
sally recognized as the most important per- 
sonal factor in the decision thet krought 
America into the war, and his testimony as 
to the motives of intervention is clearly of 
the highest value. 


Wiuson’s PERSONAL Convict-ons 


Throughout the period of American 
neutrality, there was in the mind of 
President Wilson a latent—I might 
almost say a subconscious—conflict 
between, on the one hand, a desire to 
champion what he conceived to be the 
rights and interests of his own country 
and an outraged world and, on the 
other hand, a fixed determination to 
preserve from the European holocaust 
that nation of which he was so literally 
the leader. 

By those most intimately peated 
with him, we are informed that, from 
the first days of the war, Wcodrow 
Wilson felt personally that Germany 
had deeply offended against priaciples 
of international justice, and, in the 
light of that fact, felt that, as between 
the Central Powers and the Allies, the 
Allies were on the side ci? <ustice. 
Writing, on August 30, 1914. of a visit 
to the President’s summer bome, Col- 
onel House said, in reference to the 
attitude of the President: “I was inter- 
ested to hear him express as his opin- 
ion... that if Germany won, it 
would change the course of our civili- 
zation and make the Unitec States a, 
military nation.” Here wə have a 
point of fundamental importence in 
our effort to decide what eventually 
caused the President to conclude that 
this country must enter int» the war. 

However, in his utterances and acts 
as President, Mr. Wilson was scrupu- 
lously careful to avoid giving in any 
way to this country or to any other 
country an expression of his personal 
opinions. His official attitude is 
clearly disclosed in the rezord of a 


conversation which he had in Decem- 
ber 1915, with Brand Whitlock, Minis- 
ter to Belgium. In the course of this 
conversation Mr. Whitlock said: 


Mr. President, I am officially represent- 
ing the interests of Germany as well as of 
the United States and I can say honestly 
that I am officially neutral in all things; 
but I ought to tell you that in my heart 
there is no such thing as neutrality. I am 
heart and soul for the Allies. 


Mr. Wilson immediately replied: 


So am I. No decent man, knowing the 
situation and Germany, could be anything 
else. But that is only my own personal 
opinion and there are many others in this 
country who do not hold that opinion. 
In the West and Middle West frequently 
there is no opinion at all. Iam not justi- 
fied in forcing my opinion upon the people 
of the United States and bringing thern into 
a war which they do not understand. 


In fact, by reason of the strict im- 
partiality which the President main- 
tained in his official relations with the 
belligerents, he was accused by each 
side of being partial to the other. 
Such an instance arose, for example, 
in the course of his efforts at media- 
tion in December 1916, when, in a, note 
to the belligerents, he said: 


The objects which the statesmen of the 
belligerents on both sides have in mind in 
this war are virtually the same, as stated 
in general terms to their own peoples and 
to the world. 


Incidentally, this statement occa- 
signed a good deal of ill feeling in 
Great Britain. 

In conflict with his conviction that 
Germany was the aggressor ancl that 
her aggression was a potential menace 
to the world at large, was President 
Wilson’s even more impelling convic- 
tion that the United States must re- 
main at peace. The slogan “He kept 
us out of war” was certainly, at the 
time when it was used (in 1916) a 
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statement of past fact; and as late as 
January 4, 1917, only three months be- 
fore the so-called declaration of war 
against Germany, President Wilson 
affirmed, in the course of a conversa- 
tion with Colonel House: 


There will be no war. This country 
does not intend to become involved in this 
war. We are the only one of the great 
white nations that is free from war today, 
and it would be a crime against civiliza- 
tion for us to go in. 


It is significant that President Wil- 
son’s attempt at mediation between 
the belligerents in the months of De- 
cember and January, 1916-1917, and 
the failure thereof at the end of Janu- 
ary, Immediately preceded the diplo- 
matic rupture with Germany. It 
would, in consequence, appear that 


throughout the greater part of the. 


period of American neutrality the con- 
flict within the mind of President Wil- 
son was regulated in favor of the con- 
viction that the United States must be 
preserved from involvement in the 
European hostilities. 


Views on NEUTRALITY 


A natural although not necessarily 
logical consequence of this determina- 
tion of the President to avoid, for this 
country, entering the war was his at- 
titude on the question of neutrality. 
From the very beginning he insisted 
upon a strict observance of the neu- 
trality of the United States by citizens 
of this country and by the belligerents. 
In his appeal to the Nation on August 
19, 1914, he declared: 


We must be impartial in thought as well 
as in action, must put a curb upon our 
sentiments as well as upon every transac- 
tion that might be construed as a prefer- 
ence of one party to the struggle before 
another. 


A clear exposition of the President’s 
views on the rights of neutrals is con- 
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tained in a letter addressed by him to 
Senator Stone, chairman of the Senate 
Committee on Foreign Relations, on 
February 24, 1916, in which he de- 
clared in part: 

. . . No nation, no group of nations, has 


the right while war is in progress to alter or 
disregard the principles which all nations 


‘ have agreed upon in mitigation of the hor- 


rors and sufferings of war; and if the clear 
rights of American citizens should ever 
unhappily be abridged or denied by any 
such action, we should, it seems to me, have 
in honor no choice as to what our own 
course should be. 

For my own part, I cannot consent to 
any abridgment of the rights of American 
citizens in any respect. The honor and 
self-respect of the Nation is involved. We 
covet peace, and shall preserve it at any 
cost hut the loss of honor. 


Violations of the neutral rights of 
the United States by the Allies were 
in no small measure responsible for a 
general distrust by the President of 
the war aims of the Allies, thereby 
strengthening his determination reso- 
lutely to pursue a course which would 
insure the exemption of the United 
States from participation in the con- 
flict. On November 24, 1916, he 
wrote to Colonel House asking that 
House pass on to Lord Grey “in the 
strongest terms” the feeling of the 
American people which was 


growing more and more impatient with the 
intolerable conditions of neutrality, their 
Teeling as hot against Great Britain as it 
was at first against Germany and likely to 
grow hotter still against an indefinite con- 
tinuation of the war... . 


However, as is now well known, cer- 
tain acts ọn the part of the Imperial 
German Government gradually led 
the American Government, inspite of 
its acrimonious disputes with the Al- 
lied Powers over neutral rights, to 
conclude that as concerned Germany, 
continuance of amicable relations had 


60 l Tue ANNALS OF THE AMERICAN ACADEMY 


become impossible. To use the words 
of President Wilson in his memorable 
address to Congress on April 2, 1917: 
One of the things that has served to con- 
vince us that the Prussian autocracy was 
not and could never be our friend is that 
from the very outset of the present war it 
has filled our unsuspecting: communities 


and even our offices of government with . 


spies and set criminal intrigues everywhere 
afoot against our national unity of counsel, 
our peace within and without, our indus- 
tries and our commerce. 


The publication of the Zimmermann 
telegram contributed enormously to- 
ward convincing the American people 
—already sympathetic toward the 
Allies and hostile toward the Central 
Powers—that the methods of the Ger- 
man Government were intolerable. 


CONVICTION or NEED ror ENTRY 


To the best of my knowledge, we 
will look in vain for any statement in- 
dicating that Presidett Wilson per- 
ceived or was gonvinced of a need for 
entry by this country into the war 
until shortly before, indeed almost at 
the moment when, on April 2, he 
called upon Congress to vote our entry. 
In the light of all the evidence thus far 
availamle, it is reasonable to assume 
that not until evidence of the effec- 
tiveness of the unrestricted submarine 
warfare was borne in upon him did he 
conclude that there could be need and 
warrant for entry by this country into 
the war. ý 

In the late summer of 1916, Mr. 
Lansing, Secretary of State, made (in 
a memorandum on policy) an illumi- 
nating comment with regard jo the at- 
titude of the President toward the fun- 
damental issues which would deter- 
mine the continuance of our neutrality 
or our entry into the war. Lansing 
wrote: 

On no account must we range ourselves 
even indirectly on the side of Germany, no 
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matter how great the provocation may be. 
The amazing thing to me is that the Pres- 
ident does not see this.... For six 
months I have talked about the struggle 


between Autocracy and Democracy, but do 


not see that I have made any great impres- 
sion. 


Speaking at Omaha on October 5, 
1916, President Wilson declared: “We 
are holding off, not because we do not 
feel concerned, but because when we 
exert the force of this nation we want 
to know what we are exerting it for.” 

In brief, full comprehension by the 
President of the issues upon which 
would depend our entry into war was 
attained only on the eve of the Address 
to Congress on April 2,1917. In The 
World Crisis (1916-1918), Winston 
Churchill writes: 

Not until he was actually delivering his 


famous war message to Congress did he 


[the President] understand where, in the 
vast medley of American opinion, the dom- 
inant will-power of the Nation lay and had 
always lain. 


It is to be remarked, however, that 
attainment of a clear conception of a 
fundamental reason or reasons for a 
possible entry by this country into the 
war was, in the President’s mind, and 
indeed in that of the Nation itself, 
contingent upon a clear demonstration 
of a need for our entry, and inasmuch 
as a need did not become clearly ap- 
parent until the first months of 1917, 
there does not appear to have devel- 
oped in this country before that time 
amy conception such as then developed 
of the issues at stake. A possible 
forecast, in exception, may be consid- 
ered to have made its appearance in 
an address delivered by the President 
at Cincinnati on October 26, 1916, in 
the course of which he declared: 

The world’s peace ought to be disturbed 
if the fundamental rights of humanity are 
invaded, but it ought not to be disturbed 
for any other thing that I can think of, and 
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America was established in order to indi- 
cate, at any rate in one government, the 
fundamental rights of man. America must 
hereafter be ready as a member of the 


family of nations to exert her whole force,- 


moral and physical, to the assertion of 
those rights throughout the round globe. 


In the ensuing weeks, this latent or 
subconscious concept of an issue which 
was ineluctably leading us into the 
war became gradually more sharply 
defined in the President’s thought—as 
the futility of this country’s voiced ob- 
jections to the German use of the sub- 
marine became more and more appar- 
ent. 

Review the outstanding events of 
the two months preceding the Joint 
Resolution of Congress on April 6, 
1917: January 31, announcement by 
Germany of unrestricted submarine 
warfare against all shipping in certain 
war zones; February 3, diplomatic rup- 
ture with Germany; February 26, the 
President’s request to Congress for ap- 
proval of authorization to arm mer- 
chant vessels; March 12, announce- 
ment that armed American vessels 
would be permitted to clear from 
American ports; in the week of March 
18, the smking of four American ves- 
sels; April 2, the address of the Presi- 
dent to Congress requesting that the 
latter declare the recent course of the 
Imperial German Government to be 
in fact war against the United States; 
April 6, the Joint Resolution so de- 
claring. 


J 
ATTACK Uron Basic Rrears 


Tt is not necessary here to rememo- 
rate the incidents of the long dispute 
which raged between this country and 
Germany over the issue of the sub- 
marine. Suffice it to say, the compre- 
hensive destruction both of property 
and of lives effected by the submarine 
was the factor which translated that 
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issue from the plane of a defense of 
neutral rights to the higher and vaster 
plane of a defense of the very right to 
live—both of persons and of nations. 

In his address to Congress on Janu- 
ary 22, 1917, Mr. Wilson declared: 


No peace can last, or ought to last, which 
does not recognize and accept the princi- 
ple that governments derive all their just 
powers from the consent of the governed, 
and that no right anywhere exists to hand 
peoples about from sovereignty to sover- 
eignty as if they were property. ... 

I am proposing, as it were, that the na- 
tions should with one accord adopt the doc- 
trine of President Monroe as the doctrine 
of the world: that no nation should seek 
to extend its polity over any other nation 
or people, but that every people should be 
left free to determine its own polity, its 
own Way of development, unhindered, un- 
threatened, unafraid, the little along with 
the great and powerful. 


This point the President made very 
clear in his atidress to Congress on 
February 26, 1917, asking approval 
from that body for arming of merchant 
vessels. 


It is not of material interests merely that 
we are thinking. It is, rather, of funda- 


mental human rights, chief of all the right og 


of life itself. I am thinking, notonly of 
the rights of Americans to go and come 
about their proper business by way of the 
sea, but also of something much deeper, 
much more fundamental than that. I am 
thinking of those rights of humanity with- 
eout which there is no civilization. My 
theme is of those great principles of com- 
passion and of protection which mankind 
has sought to throw about human lives, 
the lives of noncombatants, the lives of 
men who gre peacefully at work keeping the 
industrial processes of the world quick and 
vital, the lives of women and children and 
of those who supply the labor which min- 
isters to their sustenance. We are speak- 
ing of no selfish material rights but of 
rights which our hearts support and whose 
foundation is that righteous passion for 
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justice upon which all law, all: structures 
alike of family, of state, and of mankind 
must rest, as upon the ultimate base of 
our existence and our liberty. I cannot 
imagine any man with American principles 
at his heart hesitating to defend these 
things. 


GERMAN SUBMARINE MENACE 


It required, however, more than a 
sense of outrage, more than a passion 
for Justice, to convince the President, 
the Congress, and the people of the 
United States that the interests of the 
United States demanded that this 
country fight. 

In his Second Inaugural Address, 
delivered on March 5, 1917, the Presi- 
dent stated: 


These, therefore, are the things wé shall 
stand for, whether in war or in peace: .. . 

That governments derive all their just 
powers from the consent of the governed 
and that no other powerg should be sup- 
ported by the common thought, purpose, or 
power of the famy of nations. 


It was, however, the additional in- 
dication that the German Government 
meant to stop at nothing and that a 
victory by the Central Powers over 
the AMies was conceivable—the evi- 
dence being furnished by the sub- 
marines in action—that drove Presi- 
dent Wilson to the conclusion that this 
country must fight, on the side of the 
Allies, in self-defense. 


In the address to the Congress of* 


April 2, the President made his reason- 
ing clear. 
ment of the Imperial German Govern- 
ment of its intention to embark upon 
unlimited submarine warfare, and to its 
action thereafter, he said: 


I was for a little while unable to believe 
that such things would in fact be done by 
any government that had hitkerto sub- 
scribed to the humane practices of civil- 


Referring to the announce-. 


ized nations.... The present German 
submarine warfare against commerce is a 
warfare against mankind. It is a war 
against all nations. . . . The challenge is 
to all mankind. Each nation must decide 
for itself how it will meet it.... The 
wrongs against which we now array our- 
selves are no common wrongs; they cut to’ 
the very roots of human life... . I ad- 
vise that the Congress declare the recent 
course of the Imperial German Govern- 
ment to be in fact nothing less than war 
against the government and people of the 
United States [underscoring added]; that 
it formally accept the status of belligerent 
which has thus been thrust upon it... . 
Our object now, as then, is to vindicate the 
principles of peace and justice in the life 
of the world as against selfish and auto- 
cratic power. . . . Neutrality is no longer 
feasible or desirable where the peace of the 
world is involved. ... 


The President then reviewed briefly 
evidence which he said had served to 
convince us that the German Govern- 
ment “entertains no real friendship for 
us and means to act against our peace 
and security at its convenience.” He 
continued: 


We are accepting this challenge of hos- 
tile purpose because we know that in such 
a government, following such methods, we 
can never have a friend; and that in the 
presence of its organized power .. . there 
can be no assured security for the demo- 
cratic governments of the world. We are 
now about to accept gage of battle with 
this natural foe to liberty and shall, if nec- 
essary, spend the whole force of the Na- 
tion to check and nullify its pretensions 
and its power. We are glad, now that we 
see the facts with no veil of false pretense 
about them, to fight thus for the ultimate 
peace of the world and for the liberation 
of its peoples, the German peoples in- 
cluded: for the rights of nations great and 
small and the privilege of men everywhere 
to choose their way of life and of obedience. 
The world must be made safe for democ- 
racy. 
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Such was, in outline, the statement 
of the case that members of Congress 
had before them when they voted; and, 
having before them this statement of 
reasons for the proposal that this coun- 
try take up arms in resistance to Ger- 
many, the Congress forthwith so 
voted. 


Tue UNDERLYING CAUSE 


In his Flag Day Address of June 14, 
1917, the President stated: 


The war was begun by the military mas- 
ters of Germany, who proved to be also the 
masters of Austria-Hungary. These men 
have never regarded nations as peoples, 
men, women, and children of like blood 
and frame as themselves, for whom gov- 
ernments existed and in whom govern- 
ments had their life. 

. If they succeed, America will fall 
within the menace. We and all the rest of 
the world must remain armed, as they will 
remain, and must make ready for the next 
step in their aggression. . 


We need not indulge in extensive 
quotation from other utterances of 
President Wilson clearly confirming 
the view that the underlying cause of 
our entry into the war was the belief 
that the concepts, the apparent objec- 
tives, and the methods of the Imperial 
German Government were a menace 
to the ideals and the institutions of 
democracy throughout the world and 
therefore to the United States. On 
numerous occasions this view was 
urged by the President upon the atten- 
tion of the American people and the 
world at large.t 

1 Cf. inter alia, letter from President Wilson 
to Congressman J. Thomas Heflin, May 23, 
1917; address to Congress upon submitting the 
Treaty of Peace with Germany on July 10, 1919; 
letter to the Honorable Homer S. Cummings 
on the occasion of the Jackson Day Banquet, on 
January 8, 1920; and message to Congress of 
May 27, 1920, vetoing a joint resolution to 
terminate the state of war between the United 
States and the Central Powers. 
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It will be helpful to give attention 
to two statements which, made in the 
course of hearings of committees of 
investigation, and which, in the light 
of the somewhat confidential manner 
in which they were delivered, may be 
held not open to the criticism that they 
were made purely with a political view 
to a potential effect upon public 
opinion. 

The first of these was a statement 
made by President Wilson on August 
19, 1919, before the Senate Commit- 
tee on Foreign Relations. In the 
course of that hearing there occurred 
between the President and Senator 
McCumber a dialogue as follows: 


Senator McCumser: Would.our moral 
conviction of the unrighteousness of the 
German war have brought us into this war 
if Germany had not committed any acts 
against us, without the league of nations, 
as, of course, we had no league of nations 
at that time? ¢ 

Tue Presipent: I think it would even- 
tually, Senator, as things developed. 

Senator McCumpsrr: Do you think if 
Germany had committed no act of war or 
no act of injustice against our citizens, 
that we would have gotten into this war? 

Tue Present: I do think so. 

Senator McCumssr: You think we 
would have gotten in anyway? 

Tus Preswenr: I do. 


The second of these statements was 
made.by Count von Bernstorff on 
April 14, 1920, at a hearing of the Sec- 
ond Subcommittee of the Committee 
appointed by the German National 
Constituent Assembly to inquire into 
the responsibility for the war. At this 
hearing, Count von Bernstorff ex- 
pressed the opinion: 


If, in our propaganda in the United 
States, we had unqualifiedly found our- 
selves in agreement with the ideas which 
governed the American people, then of 
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course we would have been much more 
successful with our propaganda. But 
since that was not the case—at, least, no 
one believed that what we wanted was a 
peace of understanding, the natural result 
was that the propaganda fell to the ground. 


APPREHENSION INDUCED DECISION 


I would urge as my own personal 
conviction that it is highly important 
in our present era/.when questions of 
“keeping out of war” are much dis- 
cussed, that we come to a clear under- 
standing of the fact that the issue of 
the submarine was only the occasion 
and the demonstrative proximate 
cause for our entry into the World 
War. The underlying cause was the 
conviction, long resisted but ultimate- 
ly arrived at by President Wilson, and 
prevalent among his principal advis- 
ers, that both the objectives and the 
methods of the belligerent autocracies 
were a real menace to the peace and 
security of democratic @ountries and 
democratic institjitions everywhere. 

This country went to war after Ger- 
many had begun her campaign of un- 
restricted submarine warfare; after 
American property and lives had been 


w lUthlessly destroyed and were being 


increasingly menaced on the high seas; 
after it had become apparent that at 
least one of the major Allied Powers 
might be starved and strangled in con- 
sequence of the effectiveness of the 
submarine. This country went to war 
because our responsible authorities 
had become convinced that a victory 
by the Central Powers over the Allies 
was a possibility and that such a vic- 
tory by powers clearly commifted to 
such methods as those of the Imperial 
German Government, especially that 
government’s use of the submarine, 
would be a menace, directly or indi- 
rectly and sooner or later, to the insti- 
tutions and ideals (and ultimately to 
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the physical security) of this country. 

Apprehension, induced by the effec- 
tiveness of the submarine, linked with 
the conviction that if countries which 
pursued such policies and employed 
such means were victorious in Europe 
there could “be no assured security for 
the democratic governments of the 
world,” brought about the decision by 
the United States to enter the World 
War. 

Notwithstanding much confusion of 
thought and of utterance attributing 
to other alleged influences, especially 
those of greed, responsibility for our 
entry into the war, it is my belief that 
many of our people have throughout 
seen this matter in its true perspective. 

There are, however, those who main- 
tain that the United States entered the 
war because of the pressure of bankers, 
of munitions makers, and of other com- 
mercial interests. 

Mr. Baker, who was certainly in po- 
sition accurately to evaluate the in- 
fluences which were brought to bear 
on the President and others in the 
highest Government circles in the pe- 
riod of our neutrality, has, in his book 
which I have already mentioned, 
effectively refuted several of those 
contentions. After discussing them 
on their merits~—or demerits—-he 
states: 


... I have come with the clear con- 
viction that the entry of the United States 
anto the World War was not in the least 
affected by munitions makers or bankers, 
that the business interests of the country 
and the welfare of our people during the 
long struggle were a constant but, as it 
seems to me, a proper object of solicitude 
of the Government, but that nothing done 
in the protection or furtherance of these 
business interests affected the ultimate de- 
cision... . 


A few weeks ago, in the course of a 
debate on the proposed neutrality leg- 


Cause AND Occasion oF Our Entry into THE Woro WAR 


islation, Senator -Borah said in the 
Senate: — 


In discussing these matters I think we 
have given too much credence to the the- 
ory that we were drawn into the World 
War by reason of our trade and our trade 
embroilment. Undoubtedly it was a con- 
tributing factor; but I have never had any 
doubt but that we would have been in the 
World War regardless of submarine war- 
fare and regardless of our troubles in regard 
to trade. We were not neutral in mind or 
thought for longer than about sixty days 
after the World War started. We thought 
Germany represented a civilization which 
was in conflict with our civilization. We 
thought Germany represented a system 
which was at war with our system; and as 
the war went on we became convinced 
that it was a fight for the preservation of 
civilization. Whether rightly or wrongly 
we rapidly reached the conclusion that two 
philosophies of life were fighting for su- 
premacy. If matters had gotten to the 
point where the Allies were being defeated, 
in my opinion the United States would 
have gone into the World War in what it 
would have called self-defense, regardless 
of any question of dollars and cents and 
trade. 


Tur COMPELLING Factors 


For a brief formula in statement of 
the underlying motivation of our entry 
into the World War, I feel moved to 
call attention to certain words of the 
late Lord Grey. In his book, Twenty- 
five Years, Lord Grey remarks: 


+ 
The United States was the only country 
whose attitude and policy could not be in- 
fluenced by the military course of the war. 
Whatever division of sympathy there 
might be in different sections of its people 
. . . there was probably a widespread con- 
sciousness or subconsciousness that a Ger- 
man victory would mean a Prussianized 
Europe, and that this would be inimical to 
American ideals of world polity. 


It was not the interests or the influ- 
ence of bankers or of munitions makers 
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or of merchants; it was not solicitude 
for property or profits; it was not in- 
dignation over destruction of Ameri- 
can lives that caused this country to 
enter the war. These were contribut- 
ing factors; but far more important, 
far greater in weight among the many 
factors were: the prevalence among 
the people of this country of certain 
concepts of morality, of legality, of 
justice, and of human values; (added 
to which) a feeling that Germany was 
an aggressor; (added to which) a nat- 
ural ranging of sympathies on the side 
of the Allies; (added to which) a 
gradually developed perception that 
the ideas, the ideology, and the politi- 

cal objectives of the German Govern- 
ment were antipathetic to ours; (added 
to which) a conclusion that a “peace 
without victory” could not be brought 
about; (added to which) an apprehen- 
sion that if this country continued 
neutral the Allies might be overcome; 
(added to which) an informed, intelli- 
gent, and practical facing of the ques- 
tion, “eventually, why not now?”. 
These were the compelling factors, the 
irresistible considerations out of which 
was wrought—I may well say wrung 


—this country’s conclusion that waxuess 


was being made upon us and*we must 
fight. 

This country went into the World 
War when and because its responsible 
political leaders had been forced to the 
conclusion that the Central Powers 
under the direction of the Imperial 
German Government had made the 
world unsafe for democracy and were 
in all but name making war on the 
United States. President Wilson had 
become convinced of this shortly be- 
fore or while he was preparing the War 
Message. The Congress voted for an 
armed resistance by this country on 
the basis of President Wilson’s whole 
statement of the case as he saw it, and 
this country therefore and thereupon 
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hH 
went into the war, on the side of the 
Allies, in defense of the United States 
and all of its interests (paramount 
among which was its right to exist, in 
security, as a sovereign and independ- 
ent democratic state), in defense of 


principles and institutions in which the 
people of this country believed along 
with and in common with the peoples 
of the principal other powers with 
which, as belligerents, we then became 
associated. 


Stanley K. Hornbeck, Ph.D., LL.D., is chief of the 
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to the Peking Conference on Chinese Customs 
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versity. Heis author of “Contemporary Politics in 
the Far East” and other works. 


The World Situation and the Way Out 


By GrorGE PaisH 


HE world situation is one of un- 

precedented danger. The indica- 
tions of this danger are unmistakable. 
The decision of Great Britain to spend 
such vast sums upon armaments could 
have been taken only in a situation of 
the utmost gravity. 

The action of Germany in again re- 
sorting to conscription, reoccupying 
the Rhineland and fortifying the 
Rhine, after her disastrous experi- 
ences of war in these days, could be 
due only to the dangerous position of 
the German people at the present time, 
and to their still more dangerous out- 
look. 

Italy could not have broken her sa- 
cred agreements under the Covenant 
of the League of Nations and the Kel- 
logg Pact by attacking Abyssinia, and 
Mussolini could not be bidding for the 
leadership of the Mohammedans and 
so challenging the world in general.and 
Great Britain and France in particu- 
lar, were it not that the position of 
Italy is already extremely critical and 
is becoming more and more critical 
from day to day. 

The Spanish civil war could not 
have broken out and could not have 
caused the German and Italian Gov- 
ernments to support a body of rebels 
lious officers with German and alian 
troops, munitions, guns, tanks, air- 
planes, and money unless the danger 
with which Germany and Italy were 
confronted had made their Govern- 
ments reckless and blind to the conse- 
quences to themselves of their suicidal 
action. 

Nor could Japan in the Far East dis- 
regard, as she is disregarding, her sol- 
emn obligations under all the treaties 
she has signed by invading not only 


Manchuria but China proper, were it 
not that her position and her outlook 
are causing her rulers so much anxiety 
that by their deeds they desire to in- 
form the world in general and Chma, 
Russia, the United States, and Great 
Britam in particular that “necessity 
knows no law.” 


Economic Danone Sians 


Nor are the signs of great danger 
merely political. The economic indi- 
cations are equally disturbing to those 
that understand. Why has a country 
so tich as the United States needed to 
spend such vast sums of borrowed 
money as the American Government 
has spent in recent years in order to 
give employment and buying power to 
the American people? Why has the 
German Government borrowed on the 
scale 1t has in the past year in order 
to give employment and buying power 
to the German people? And the same 
question may be asked as to the bor- 
rowings of the governmentseof many 
other nations for the purpose of arti- 
ficially creating employment and giv- 
ing buying power to their peoples. 
Why is it that even the British Gov- 
ernment has needed to foster a great 
building boom to create employment 
and give buying power to the British 
people? 

The answer to all these questions is 
that the economic situation is so dan- 
gerous and the outlook so uncertain 
that these measures were imperative 
in order to prevent a complete break- 
down of trade and of credit in every 
country of the world, which, if it oc- 
curred, would cause such privation 
that political upheavals would þe- 


, come inevitable. Economic conditions 


67 


68 THE ANNALS oF THE AMERICAN ACADEMY 


throughout the world are in fact be- 
coming what the great financial ex- 
perts who drafted the agenda for the 
World Economic Conference of 1933 
so clearly foresaw.. They stated in 
their report that unless the world’s 
economic policies were changed, the 
international financial system would 
be shaken to its foundations, and the 
standard of life would be so greatly re- 
duced that the present social order 
could not be maintained. The world’s 
economic policies have not been 
changed, and the dangerous situation 
they foresaw is rapidly arising. 
Every nation in the world is in fact 
pursuing a policy which if continued 
will amount to political and economic 
suicide. In the first place, that policy 
is already creating in many countries 
such difficulties and privations as to 
threaten to throw those nations into 
revolution, and unless changed, that 
policy must sooner or later bring very 
great distress to all countrfes and bring 
revolutionary cogditions even to the 
richest countries. Inthe second place, 
it is becoming increasingly evident 
that if nations continue to be impover- 
ished in the way that many nations are 


«0day being reduced to poverty, the 


repercussions will be not only internal 
but external as well, and war will be 
the inevitable consequence, a war so 
disastrous that the entire world will be 
reduced to chaos and ruin. This is no 
overdrawn picture. It is a true de- 
scription of the situation as it exists 
today. Indeed, everyone with knowl- 
edge and understanding of the situa- 
tion recognizes its truth. 


Winer Outitoox NEEDED 


The question which you, I am sure, 
will ask me is not “Is this a true state- 
ment of the situation as it exists to- 
day?” but “How can this dangerous 
situation be rectified and this disas- 
trous outlook changed?” Let me say, 


I should not have come to place the 
situation before you, did I not realize 
that it can be changed if everyone can 
be caused to realize its gravity and so 
be prepared to act with understand- 
ing and common sense. 

The present danger has arisen in the 
main because everyone is working in a 
compartment and does not understand 
or appreciate the relationship of his 
own activities to the common activi- 
ties of his fellow men. This applies 
to- nations as well as to individuals. 
Each person imagines that he has 
merely to consider his own narrow in- 
terest and all will be well; he does not 
realize that unless his interest is in line 
with the common interest, sooner or 
later disaster is inevitable. How 
many of us recognize the truth of a 
very wise statement made collectively 
by the world’s greatest men of busi- 
ness before the breakdown in 1929, in 
their effort to prevent that break- 
down? They said, “Your neighbors 
are your customers and their welfare 
is essential to your own well-being.” 

What a, different world it would be 
today if as individuals we realized that 
the prosperity of our neighbors is es- 
sential to our own prosperity; and that 
to enjoy great prosperity each one 
needs not only to cause no injury to his 
neighbors, but do all he can to pro- 
mote the general prosperity! What 
an amazingly prosperous world there 
would be if we all helped one another 
to be prosperous, realizing that our 
own prosperity would follow as in- 
evitably as day follows night, if we 
sought our own welfare by promoting 
the common welfare instead of seeking 
our own self-interest at the expense of 
others! 

This is true of nations as of indi- 
viduals. Every nation is todayseeking 
to preserve what it regards as its own 
interests without considering the in- 
terests of others, and consequently the 
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entire world is on the road that leads 
to distress without parallel in the his- 
tory of mankind. The first thing to 
be done, therefore, is to recognize that 
each one of us in these days is part of 
a great family, and that in so far as we 
make the entire family prosperous, we 
promote our own prosperity. What 
an amazing change will take place 
both in the immediate situation 
and in the outlook of the peoples of 
every nationality for all time, when 
` this great change of thought and of 
outlook takes place! 


INTERDEPENDENCE 


Until the war, the principle of inter- 
dependence was recognized in far 
greater measure than it is recognized 
today. It inspired the policy of many 
nations and in particular of the Brit- 
ish people; and under the leadership of 
Great Britain, acting upon this prin- 
ciple, the world made greater progress 
in a single century than ever it had 
made in its previous history. Acting 
upon this great principle, Great Brit- 
ain gave the world a great free market 
in which to sell its products; 1t supplied 
the world with vast sums of capital to 
open it up to settlement and to in- 
crease its productive power; and as 
world banker, it provided the entire 
world with a large part of the credit it 
needed to produce and to distribute 
day by day its rapidly increasing pro- 
ductions. Consequently, in less than 
a century the world’s income increased 
five times and its international trade 
no less than twelve times. 

Who can calculate how great would 
be the expansion of trade and of in- 
come if the nations would profit by 
Great Britain’s experience, would open 
all countries freely to trade, and would 
reopen the great capital markets to 
the world’s need of capital and of 
credit? I am myself convinced that 
both national and international trade 


* all countries. 


would double and treble in a very 
short time. Not only would the 
world’s present distress completely 
disappear, but unprecedented pros- 
perity would take its place. 

And how great would be the change 
in international relations under a pol- 
icy that did not push the nations into 
unparalleled distress but brought 
them into unprecedented prosperity! 
Nations do not make war upon friends 
but upon enemies. And the new pol- 
icy would mean that by helping one 
another out of their mutual distress, 
the nations would cease to be enemies 
and would become friends. Thus the 
present drift to privation, starvation, 
revolution, war, and chaos would be 
completely stopped, and the nations 
would move forward to a higher stand- 
ard “of well-being and not only to 
peaceful relations both internal and ex- 
ternal, but to happy, friendly, codpera- 
tive relations between the citizens of 
each country “and of all countries. 


© 
DISTRIBUTION OF WEALTH MADE 
POSSIBLE 


Providence endowed the world with 
riches in such abundance that it is pos- 


sible for every man, woman, and childs» 


in all countries to enjoy life ffom the 
cradle to the grave in comfort and in 
happiness. The progress of invention 
has now made it possible for this vast 
natural wealth to be produced and 
placed at the disposal of the peoples of 
Until the early decades 
of the last century, in spite of the vast 
wealth which the world contained, 
each nation, indeed each district, was 
compelled to be practically self-con- 
tained. The transport facilities then 
available did not permit any great 
quantity of goods to be moved, even 
between districts in the same country; 
and the few sailing ships then on the 
seas carried only a very small amount 
of produce between the countries. 
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Today, invention has pr actically a an- 
nihilated distance and removed the 
physical obstacles which Kept produc- 
tion and trade so limited a. century 
ago. Now, railroads span not only 
countries but continents in all parts of 
the world, and are able to carry im- 
mense amounts of produce and vast 
numbers of people great distances ex- 
peditiously and at low cost, thus mak- 
ing it possible to trade and to travel. 
Further, the introduction of the motor 
car, the motor lorry, and the airplane 
has further improved transport facili- 
ties so that not only can goods and 
passengers be carried cheaply but they 
can be carried round the world as rap- 
idly as they could be carried’ across a 
single country only a meee short 
time ago. 

Then when'one thinks of the fele- 
phone, the telegraph, the cable, and, 
last but by no means least, the radio, 
one realizes that one is no longer liv- 
ing merely in a district or even in a 
country, but in æ world; that one is not 
only concerned with, but is directly in- 
terested in, all that is taking place in 
all countries; and that one is specially 
interested in the economic and politi- 


wee cal conditions not only of one’s own 


countr¥ but of all nations in all parts 
of the world. In fact, today each one, 
whether he recognizes it or not, is a 
citizen not only of a town and of a 
country, but also of a world for which 
he is in some measure responsible. 


INTERNATIONAL CONFERENCE 
IN ORDER 


I would earnestly appeal to the 
American people to use theirewisdom 
and their influence to bring the repre- 
sentatives of all nations together to 
consult and to act in order te reverse 
the present drift to chaos, to prevent 
the war that is now threatened, and to 
change the relations of the nations 
from hostility to coöperation, irom en- 
mity to friendship, and so more fulby 


to complete that modern world of in- 
terdependent, progressive and pros- 
perous nations which has so rapidly 
grown since science made it possible 
and advantageous for nations to co- 
operate, and since farsighted states- 
men, business men, and peoples real- 
ized the kind of world that science had 
rendered feasible. 

The conference that I am asking for, 
begging for, praying for, is a confer- 
ence to which the nations will come, 
not as they came to the former confer- ` 
ences which you rightly condemned, 
but in that spirit in which they should 
come when great danger is threatened, 
for it is now imperative that each na- 
tion should bring its contribution to 
the salvation of mankind from the dis- 
aster that is threatened. l 

No one can suggest to you—you, the 
American people—what contribution 
you should bring. You know far bet- 
ter than I what contribution you can 
make to the salvation of the world 
under present conditions, to the main- 
tenance of peace and to the increase of 
prosperity. Not only you, but- every 
nation must come with its contri- 
bution. Great Britain must come, 
France must come, Germany must 
come, Italy must come, Japan must 
come, Russia, and all the others, with 
their contributions that are directed 
to the solution of the grave problems 
with which the world is faced. 


PERMANENT PEACE ESSENTIAL 


Fhe first matter that must be ar- 
ranged is the question of peace. The 
world cannot recover unless there is 
assured peace, not only for the mo- 
ment but for all time. We must come 
together and create an organization so 
that peace will never again be dis- 
turbed. I should like to indorse what 
the previous speaker said, there is no 
use having a peace that merely main- 
tains the status quo. In the proposed 
conference, those nations that are 
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guilty of injustice must be willing to 
remedy that injustice. 

You will realize that permanent 
peace is absolutely essential to the so- 
lution of every one of the difficulties. 
How can you get trade moving unless 
these appalling tariff barriers are re- 
duced? If you bear in mind that the 
physical obstacles to trade which have 
been removed by science are being re- 
placed by fiscal and mental obstacles, 
, you will realize the importance of get- 
ting those obstacles away so that the 
vast amount of wealth which this 
world is capable of producing can be 
exchanged between the nations in such 
a manner that every nation is taken 
out of its distress. 

How can this be done if nations are 
preparing for the next war and want 
tariffs for “key industries,” as they 
term them, which they believe they 
will need in the event of another war? 
You can never get the difficulties recti- 
fied while there is danger of a new war. 

And then again, how can you get 
the capital markets reopened to the 
world’s needs? And the needs are 
urgent. Bear in mind, the world is al- 
ways prosperous when capital is flow- 
ing freely both nationally and interna- 
tionally. Those great credit crises of 
the last century, when trade went 
back, were due to some blow to confi- 
dence which closed for the time being 
the capital markets so that no capi- 
tal was available. Only when those 
causes of anxiety were removed and 
confidence was restored did capitaf be- 
gin to flow again, and there was a re- 
newed expansion of trade. The world 
needs, capital today if that great ad- 
vance in the standard of life in all 
countries is to be attained. 


Distress IN CHINA 


I know how sympathetic you, the 
American people, are with those in dis- 
tress. Did you happen to notice this 
week that the women of China were 


71 


throwing their babies into the street 
because of famine, because they could 
not feed them? And no one is doing 
anything about it. Christian people 
here in America, Christian people on 
my side of the water, are doing nothing 
about it—just answering that such 
distress is inevitable. But it is not in- 
evitable. Those famines can be effec- 
tively dealt with if we will only under- 
stand and bring our contributions to 
the welfare of all countries. 

No, I am not asking for mere phi- 
lanthropy, I am asking for good busi- 
ness, right business. Why are we not 
today helping trade all over the world, 


‘in this country and every other coun- 


try, by building a great new railway 
system for China? Sun Yat-sen de- 
sire@ it and planned it, and we have 
done nothing to carry it out. Eleven 
thousand miles of railway in that great 
country! A road system is needed 
there. What, are we doing to help 
China? : 

“Oh,” you may say® “we are not re- 
sponsible for the Chinese people. 
They mean nothing to us.” No, you 
will not say that. How many mis- 
sionaries have you sent out to China 


to convert those poor people to Chris 


tianity? You accept that responsibil- 
ity; how about the other responsi- 
bility? They are the children of the 
Great Father, the same as you are, and 
how dare we meet him when our day 
comes if we have neglected those peo- 
ple—have allowed those women to 
throw their babies out because they 
have no food? Do you realize that 
this world is God’s world, that he has 
made it, that he has given us wealth 
beyond anything we could conceive? 
The Chinese are in need of it. The 
children are dying of starvation. My 
God! When I think of it, I am ap- 
palled. 

And we are acting in this manner 
with regard to every other matter of 
rtal importance. Oh, yes, we are too 
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busy with our own affairs, we are'trou- 
bled about this and that matter of 
comparatively little importance. And 
in the meantime we are drifting to 
ruin. It is literally true. I can see 
the road, the next step and the next 
step. The world is drifting to ruin be- 
cause we will not accept our responsi- 
bilities and because we have not the 
right outlook. I have said this in 
England and I say it here in America. 
What we need to do is to go down on 
our knees and beg God to forgive us 
for our wickedness. It is wicked be- 
yond measure to tolerate these things, 
to allow war to come and you in Amer- 
ica and we in England to sit still and 
let the tide pass. 

You will, I am sure, understand 
why I feel as I do when I look oveg the 
world and see what is possible, when I 
know that suffering and poverty could 
be abolished if we only would think 
and act rightly and do what we should 
do. 


S 
Distress In GERMANY 


Look at that European situation. 
The Germans today have not enough 
foreign income to buy sufficient food 


«nnd the raw materials they need. And 


you in America and we in Great Brit- 
ain are blocking out their goods so that 
they cannot buy. The income of Ger- 
many from abroad is only one third of 
what it was before the war. It is not 
nearly enough to buy the food and the 
raw materials needed in that country. 

Oh, yes, I understand, the German 
people also are acting wrongly in put- 
ting Hitler in charge of their affairs— 
a man of no understanding, wh» thinks 
he can get anything he wants by force 
and by force alone; perfectly impos- 
sible! Let him also repent; let the 
German people approach Great Brit- 
ain and America in the right way, with 
understanding and in the spirit of co- 
operation. 


THE ANNALS OF THE AmERICAN ACADEMY 


Focat Pornt or War 


Some students of world affairs can- 
not see where the great new war is 
likely to arise. It is clear. There is 
agreement between Germany and 
Japan to attack Russia. Because Ger- 
many cannot buy enough food with 
her exports, she wants to have a coun- 
try from which she can draw it. Ger- 
many and Japan are proposing to 
attack Russia, the Germans to seize 
the Ukraine and Japan to take the 
maritime provinces of Russia. France 
has come in on the side of Russia and 
has disturbed the German plans. So 
Germany has created civil war in 
Spain so that there will be another 
Nazi government behind the French 
on the side of the Germans so that 
France cannot move to the assistance 
of Russia. 

Another world war is moving on. 
You are concerned about the Pacific 
Coast. Do you wish Japan to be in 
supreme control of the Pacific Coast, 
to conquer China and control that 
vast number of men with hatred in 
their hearts? 


INTERNATIONAL COOPERATION 
NECESSARY 


The present policy really is not pos- 
sible when you see what is happening. 
It leads to chaos and ruin. Let us 
turn around and go in the other direc- 
tion. Let us have a conference, let us 
bring our contributions, let us ask the 
othér nations what they need and what 
we can do for them, and what they in 
turn can do for us. Let us look upon 
the entire world, all the nations, as 
members of one family, which they 
are. No nation can do without the 
world, not even you, the American 
people, as you will discover unless you 
change your policy. We all need one 
another. Other nations are our cus- 
tomers, and their welfare is essential 
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to our own well-being, as those great 
business men declared. 
Then let us come together, consider 


the problems in common, and let each ` 


nation bring its contribution to their 
solution. And it must not be the 
smallest contribution, but the greatest 
possible contribution that each one 
can make. And only when those con- 
tributions are made will this danger of 
world collapse, world distress, world 
ruin, world revolution, and world war 
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disappear. Shall we not make these 
things possible? 

I do not expect you to accept my 
statements. I beg of you to think 
over them. I beg of you to consider 
them. I beg of you to make your own 
investigations and see whether what I 
have spoken is true. And if it is, then 
in God’s name, wake up and under- 
stand, get busy, lead the world from 
this great distress and danger into 
peace, affluence, and friendship. 
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War and American Foreign Investments 


By Max WINKLER 


WENTY years ago, almost to a 

day, the United States entered the 
World War for the purposes, among 
other things, of ending all wars, of 
lightening the burden of armaments, 
of establishing a society of nations for 
preserving peace, and of making the 
world safe for democracy. 

None of these lofty objectives has 
been attained. Since the Great War, 
several major and minor conflicts have 
been waged in the various parts of the 
world, including the Japanese wags in 
Manchuria, the war between Peru and 
Colombia, the war between Paraguay 
and Bolivia, the Italo-Ethiopian con- 
flict, and the ‘war in Spain. 

The amounts expended today by the 
leading nations ef the world for mili- 
tary purposes are appreciably in ex- 
cess of similar outlays prior to the 
war. Whereas in 1914 the world’s ex- 
penditures for national defense pur- 


= poses totaled, according to a study 


preparel by the Foreign Policy Asso- 
ciation, $2,480,000,000, they sre esti- 
mated for the current year at $13,640,- 
000,000, a figure equivalent to more 
than half of the expenses of the United 


States Government from its founda- . 


tion in 1791 to the outbreak of the 
World War, a period of a century and 
a quarter. 

The failure of the League of Nations 
as an effective agency for peaceful set- 
tlements of disputes among: nations 
has been amply demonstrated by the 
events of the last few years. 

The degree of safety of the world for 
democracy is best illustrated by what 
has happened and is happening in Ger- 
many and Italy, in Hungary and Ru- 

* Harvey E. Fisk, Inter-Ally Debts, p. 3. ° 
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mania, in Poland and Austria, in Rus- 
sla, and in many other countries across 
the Atlantic, across the Pacific, and 
south of the Rio Grande. 

Irrespective of what the aims and 
objectives of another world war might 
be, the results are bound to be as dis- 
appointing as were those of the Great 
War, if not more so. This, however, 
is not likely to lessen the dangers of a 
fresh conflagration. 

I shall confine my observations to 
the economic implications of the next 
war—in which the United States may 
or may not be directly involved—with 
particular reference to the status of 
American investments abroad and 
their influence upon the Nation’s econ- 
omy in time of peace as well as in time 
of war. 


STATUS oF FOREIGN INvEstMENTS 


According to the figures prepared 
by the United States Department of 
Commerce, American private long- 
term investments in foreign countries 
amounted, at the begmning of last 
year, to $12,630,000,000, distributed as 
shown in Table I? 

Of America’s total portfolio invest- 
ments, about three billion dollars, or 
almést 60 per cent of the total, is in 
either complete or partial default.’ 

With so large a sum placed in for- 
eign countries, it would seem incum- 
bent upon us to devise ways and 
means of preserving our foreign invest- 
ments. If we wish to receive interest 
and dividends on our stake abroad, we 


"The Balance of International Payments of 
the United States in 1935, p. 32. 

3? The Magazine of Wall Street, Dec. 5, 1986 
and Jan. 2, 1937. 
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TABLE I 
Direct Portfolio 
Total 
Area, Investments Investments j 
Canada and Newfoundland............. $2,130,000,000 $1,634,000,000 $ 3,'764,000,000 
TULO0G « 05,0a-g eeu wan hee eae eee ee 1,460,000,000 2,083,000,000 3,543,000,000 
Central America and Mexico...... 855,000,000 42,000,000 897,000,000 
South America......... ccc eee ee eee 1,870,000,000 1,367,000,000 2,937 ,000,000 
West Indies........ 00. cece ee eee cease 975,000,000 132,000,000 1,107,000,000 
PICA oe oo RE he LOE SS Drees See Stakes 130,000,000 2,000,000 132,000,000 
Asia...... 435,000,000 385,000,000 820,000,000 
Océanis ic etka af A OE oe 155,000,000 250,000,000 405,000,006 
Total. . $7,710,000,000 $5,895,000,000 $13,605,000,000 
Add bank capital. . ; 125,000,900 a aA 125,000,000 
Deduct estimated net purchases by fom: 7 

eigners. 1,100,000,000 1,100,000,000 
Net ‘Total... 2.0): éccctes $7,835 ,000,000 $4,795 ,000,000 $12,630,600,000 


must refrain from putting into effect 
such measures as will tend to make it 
difficult or impossible for our debtors 
to meet their contractual commit- 
ments, or for American-owned cor- 
porations in other lands to record and 
transfer earnings abroad for the bene- 
fit of their creditors. It is more than 
mere coincidence that the difficulties 
which confronted foreign debtors be- 
came- greatly accentuated with the 
passage of the Hawley-Smoot Tariff 
Bill. Had it not been for the intro- 
duction of rigidly protective levies, de- 
faults on American foreign invest- 
ments might not have occurred with 
such distressing frequency and on such 
a large scale. Nor would Americans 
have been called upon to forgo divit 
dends and interest on the bulk of their 
so-called direct investments. 

The logical result of defaults is a 
certain estrangement between creditor 
and debtor, and the seeds of future 
conflicts are automatically sown. The 
average investor is: not mterested in 
the economic intricacies of defaults. 
When he presents his bond coupon for 
payment he expects to be paid, and 
no explanation, however plausible, is 
likely to prove an acceptable substi- 


tute for cash. It is thus apparent 
that creditor nations genuinely desir- 
ous of protecting the interests of their 
nationals must realize the responsibil- 
ities incident on being creditor powers 
and must aet accordingly. 

In the event of hostilities, foreign 
investments occupy a different posi- 
tion from that held by them in time of 
peace. To be sure, foreign loan con- 
tracts, especially those drawn up after 
the Great War, contain provisions to 
the effect that the payment of interest ~ 
and amortization will be made in time 
of war as well as in time of peace, ir- 
respective of the nationality of the 
holder. This clause is an important 
argument and is successfully employed 
by bond salesmen. The average in- 
vestor is doubtless impressed by it. 
However, how many debtors have 
heeded or will heed their pledge in the 
throes of actual war, especially if the 
conflict is with the creditor? 

It is clear, therefore, that in time of 
war the value of so-called portfolio in- 
vestments abroad will be affected very 
seriously, especially if they are repre- 
sented by obligations of countries or 
nationals of countries with which the 

,czeditor country is at war. The posi- 
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tion of direct investments is even more 
precarious. If they happen to be in 
countries directly affected by the con- 
flict, they may become subject to na- 
tionalization or even outright confisca- 
tion, and thus lose most or all of their 
value to their owners. Agreements 
and pacts concluded between nations 
regarding the mutual respect for and 
protection of property become purely 
academic. They are very much like 
burglary insurance policies which af- 
ford protection only as long as nothing 
happens. The only way adequately 
and effectively to safeguard one’s in- 
vestments abroad in time of war is to 
eliminate war. 


MOTIVES ror FOREIGN INVEST- 
MENTS 


Investments abroad are prompted 

by various considerations, economic 
and political. Among economic ob- 
jectives, the desire for private profit 
predominates. But political motives 
in many cases aré equally important. 
Experience shows that foreign policies 
of states and the foreign investments 
of their citizens mutually imfluence 
and condition each other. 
- ~¥Foreigp investments may be ef- 
fected for the purpose of increasing 
the economic strength of a country 
through the opening of new markets 
and sources of raw material. They 
may also constitute a liquid reservoir 
of foreign exchange, the funds from 
which can be used to finance pur- 
chases of supplies in times of need. 
Thus, at the outbreak of the last war, 
Great Britain and France were in a 
position to replenish their exhSusted 
supplies of foreign exchange through 
the sale of American securities which 
their nationals had accumulated over 
a period of years. 

Foreign investments may be and 
often are used to promote alliances 


and rapprochements between nations, | 


sometimes to a point where private in- 
terests are subordinated by govern- 
ments to factors of political considera- 
tion. The economic history of the 
United States amply demonstrates 
that governmental activity has defi- 
nitely influenced the course of in- 
ternational finance. The methods 
and policies adopted by the Federal 
Government in an attempt to regulate 
the flow of capital into and out of the 
country have varied with the require- 
ments of a particular situation. 


¢ At the beginning of the World War 


our Department of State was anxious, 
and rightly so, to restrict American fi- 
nancial aid to Europe, in the true spirit 
of neutrality. Secretary William Jen- 
nings Bryan opposed loans to Euro- 
pean belligerents on the grounds that 
“in the judgment of this Government, 
loans by American bankers to any for- 
eign nation which is at war are incon- 
sistent with the true spirit of neutral- 
ity.” 4 It is of interest to note that 
while loans floated on behalf of the 
Allied Powers ran into the hundreds 
of millions of dollars, only relatively 
small transactions were effected on be- 
half of the Central Powers. The pol- 
icy of our Government in regard to the 
embargo on loans to belligerents soon 
changed, with the result that the op- 
position to loans was withdrawn, and 
the flow of credit across the Atlantic 
commenced on an increasingly large 
scale. The bulk of the money loaned 
to the belligerents was not in the form 
of publicly floated loans, but took the 
form of so-called short-term credits, 
which were extended by leading finan- 
cial institutions in the country. 


Tue Runc or 1922 


In the spring of 1922 the United — 
States Government formulated what 
some are pleased to call the Govern- 

* Alexander D. Noyes, The War Period of 


American Finance, p. 111. 
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ment’s Policy Regarding the Flotation 
of Foreign Loans. Under date of 
March 3, 1922, a statement was re- 
leased by the Department of State, 
reading in part as follows: 


The flotation of foreign bond issues in 
the American market is assuming an in- 
creasing importance and on account of the 
bearing of such operations upon the proper 
conduct of affairs, it is hoped that Ameri- 
can concerns that contemplate making for- 
eign loans will inform the Department of 
State in due time of the essential facts 
and subsequent developments of impor- 
tance. Responsible American bankers 
will be competent to determine what in- 
formation they should furnish and when 
it should be supplied. 

American concerns that wish to ascer- 
tain the attitude of the Department re- 
garding any projected loan should request 
the Secretary of State in writing for an 
expression of the Department’s views. 
The Department will then give the matter 
consideration and, in the light of the in- 
formation in its possession, endeavor to 
say whether objection to the loan in ques- 
tion does or does not exist, but it should 
be carefully noted that the absence of a 
statement from the Department, even 
though the Department may have been 
fully informed, does not indicate either 
acquiescence or objection. The Depart- 
ment will reply as promptly as possible to 
such inquiries. 

The Department of State cannot, of 
course, require American bankers to con- 
sult it. It will not pass upon the merits 
of foreign loans as business propositions 
nor assume any responsibility whatever in 
connection with loan transactions. Offers 
for foreign loans should not, therefore, 
state or imply ‘that they are contingent 
upon an expression from the Department 
of State regarding them, nor should any 
prospectus or contract refer to the atti- 
tude of the Government. The Depart- 
ment believes that in view of the possible 
national interests involved it should have 
the opportunity of saying to the underwrit- 


ers concerned, should it appear advisable . 


to do so, that there is or is not objection 
to any particular issue. 


17 


The constitutionality of the 1922 
ruling has been attacked by a number 
of prominent legislators, including, 
among others, Senator Carter Glass. 
The Virginia statesman based his at- 
tacks primarily on the ground that 


The State Department has no more right 
to establish and practice or adopt a policy 
of approving or disapproving of foreign 
loans of private individuals, concerns or 
corporations in the United States than it 
has to embargo the export commodity 
trade of this country. 


Parenthetically, we have since dis- 
covered that the Government has a 
right to do this and many other things 
besides. Commenting further on the 
subject, the Senator from Virginia 
added: 


Ig is . . . announced that the highly es- 
teemed Setretary of State has little, if ex- 
actly anything, to do with these approvals 
or embargoes, the exceedingly delicate bus- 
iness being committed to subordinate de- 
partment attachés. Why publicity should 
have been given to this important piece of 
information in justification of this objec- 
tionable practice, I do not venture to con- 
jecture. Asit seems to me, it further erip- 
ples the defense. It is never pleasant to 
feel compelled to criticize the administra- 
tion of one’s Government in giy ‘of Pts 
branches. At least, it never is to me; and 
rarely have I done it. It is more agreeable 
to praise; and often have I done this. 
There are, however, times when remon- 
strances are in order; and it has struck 
me that this is one of the times. The sup- 
ply of American funds for investment pur- 
poses is not inexhaustible; and when the 
overload of these prodigious foreign flota- 
tions begins to sour or default in the hands 
of those attracted by the will-o’-the-wisp 
of Government approval, the authorities at 
Washington may then realize that my erit- 
icism is, neither partisan nor unfriendly, 
but is a reasonable protest, against trans- 
ferring financial transactions from the 
realm of sound economics to the bogs and 
pitfalls of evil politics. 

5 New York Times, Aug. 27, 1924. 


78 


APPLICATION OF THE Poxicy; 


It is believed by some that the rul- 
ing of 1922 was prompted primarily 
by a desire on the part of the Govern- 
ment to effect a settlement of the so- 
called inter-governmental debts, that 
is, obligations owing to the United 
States which arose in connection with 
our participation in the Great War 
and from financial and commercial ac- 
tivities in the early postwar period. 
It is an established fact that the rule 
was actively applied against countries 
which refused to settle their obliga- 
tions with the Debt Funding Com- 
mission which was created by Con- 
gress for the purpose of effecting such 
settlements. In his report for 1925, 
the Secretary of the Treasury made 
the following explanatory rem#ks 
with regard to this policy: 


Early in 1925, after much consideration, 
it was decided that it was contrary to the 
best interests of the United Sfates to permit 
foreign governments which refused ta ad- 
just or make a reasonable effort to adjust 
their debts to the United States to finance 
any portion of their requirements in this 
country. States, municipalities, and pri- 
vate enterprises within the country con- 
c@med*were included in the prohibition. 
Bankers consulting the State Department 
were notified that the Government objected 
to such financing. While the United 
States was loath to exert pressure by this 
means on any foreign government to set- 
tle its indebtedness, and while this country 
has every desire to see its surplus resources 
at work in the economic reconstruction 
and development of countries abroad, na- 
tional interest demands that our resources 
be not permitted to flow into countries 
which do not honor their obligatlons to 
the United States and through the United 
States to its citizens. 


Despite measures adopted by the 
United States Government for the 
purpose of preventing certain foreign 
nations, political subdivisions, and 
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corporations from obtaining financial 
accommodations in the United States, 
billions of dollars of loans were under- 
written and sold to American invest- 
ors, institutions as well as individuals. 

It is held in certain quarters that 
foreign investments not only tend to 
further commercial intercourse be- 
tween nations, but also carry with 
them influences which make for peace. 
This notion is predicated on the con- 
tention that conflicts among states are 
less likely to arise if there exists among 
them a marked economic and finan- 
cial interdependence. 

Those who subscribe to this view 
point to the relation between the 
United States and certain of the Al- 
lied Powers prior to the World War. 
An American Senator, investigating 
the circumstances which are alleged to 
have surrounded our relations with 
the rest of the world in the early days 
of the war, before our entry into the 
conflict, intimates that America’s par- 
ticipation may have been influenced to 
a large extent by substantial loans 
which American financial institutions 
had made to the Allied Powers. Had 
American investments, the Senator 
adds, been equally substantial in the 
countries of the Central Powers, 
America might possibly have stayed 
out of the conflict. It is difficult un- 
qualifiedly to subscribe to this view. 
Our entry into the war was not wholly 
dictated by our desire to help those 
who had loaned heavily to the Allied 
Powers. 


EUTILITY or FINANCIAL SANCTIONS 


It has been suggested that an em- 
bargo of capital against offenders 
might prove adequate to induce the 
restoration of peace. This is too op- 
timistic a view. Sanctions, especially 
those of an economic or financial na~ 
ture, have rarely if ever been of any 
avail. Such measures might and 
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doubtless would prove effective if un- 
dertaken by all countries against an 
offender. However, if certain coun- 
tries are determined not to participate 
in measures of this type, the aggressor 
will be in a position to pursue his pol- 
icy with impunity. 

One recalls our own experience in 
connection with an attempt on the 
part of American financial institutions 
to float loans which the State Depart- 
ment, in accordance with the provi- 
sions of the so-called 1922 ruling, chose 
to frown upon. Reference is made to 
an inquiry directed to the State De- 
partment in regard to the proposed 
flotation of a coffee loan for Brazil, 
which was to use the proceeds to val- 
orize the commodity. Washington, 
prompted by a desire to prevent Bra- 
zil from exacting from American con- 
sumers of coffee a higher price than 
was warranted by the statistical posi- 
tion of the product, refused to grant 
permission to the banking house to 
float the issue in the American mar- 
ket. It was somewhat curious that the 
coffee bonds were eventually sold in 
London by a banking house which, al- 
though a British institution, was vir- 
tually identical with the American 
banking house which was prevented 
from consummating the deal. 

Another case involves an attempt to 
float a loan in the American market on 
behalf of the German Potash Com- 
bine. The State Department frowned 
upon the transaction, on the grounds 
that American farmers would be talled 
upon to pay more for potash than was 
necessary. Strangely enough, the 
British branch of the American firm 
negotiating for the transaction suc- 
cessfully effected the deal. 

In other words, the American coffee- 
buying public did not secure its coffee 
cheaper, despite the good intentions of 
our Government, nor did the Ameri- 
can farmers buy their fertilizer 


cheaper, even though our Government 
had their interests at heart. The fu- 
tility of financial or economic sanc- 
tions is apparent. ` 

Irrespective of one’s innate desire 
for peace, one must not overlook the 
fact that economic and financial con- 
siderations play a very important part 
in the formulation of official views and 
public opinion. Debtors do not as a 
rule love their creditors, because a 
rupture of peaceful relations carries 
with it a tremendous advantage of es- 
caping the payment of debts. It is 
hardly conceivable: that a creditor 
would wish to antagonize debtors if 
the amounts involved are very sub- 
stantial. Idealism may be a very 
commendable trait, and it is always 
easy to philosophize away the losses 
of one’s neighbors; but he who is ac- 
tually affected by losses or the threat 
of losses will prefer to maintain 
friendly relations with those who are 
indebted to Rim. 


o 
Protection or Foreren INVEST- 
MENTS 


If investments abroad are based ex- 
clusively or almost exclusively upon 
the private profit motive, they.are legs 
likely to be productive of¢interna- 
tional complications than foreign in- 
vestments which are made for other 
purposes. While one may, on general 
principles, oppose governmental reg- 
ulation of business activities of a 
purely domestic character, govern- 
mental regulation may at times be nec- 
essary in international economic re- 
lations, especially because investors in 
foreign lands will, in the event that 
their igterests are threatened, turn to 
the government for protection. In 
the twenties, when America was be- 
ginning to assume the rôle of a credi- 
tor country, governmental authorities 
frankly admitted that there rested 
upon the Government a certain degree 
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of responsibility if American invest- 
ments abroad should be in jeopardy. 
In 1923, Secretary of the Navy Wil- 
bur, speaking before the Connecticut 
Chamber of Commerce, stated: 


We have loans and property abroad, ex- 
clusive of government loans, of over ten 
billion dollars. ... These vast interests 
must be considered when we talk of de- 
fending the flag. . . . To defend America 
we must be prepared to defend its interests 
and our flag in every corner of the globe. 


President Taft is responsible for the 
following significant remarks: 


While our foreign policy should not be 
turned a hair’s breadth from the straight 
path of justice, it may well be made to in- 
clude active intervention to secure for our 
merchants and our capitalists opportuni- 
ties for profitable investment which shall 
inure to the benefit of both countries ton- 
cerned. 


Reference may also be made to a 
statement by the late President Cool- 
idge in an address before the United 
Press Association. Said Mr. Cool- 
idge: 

Our Government has certain rights over 
and certain duties toward our own citizens 
and their property wherever they may be 
lesated=- The person and property of a 
citizen afè part of the general domain of 
the Nation even when abroad... . The 
fundamental laws of justice are universal 
in their application. These rights go with 
the citizen. Wherever he goes the duties 
of our Government follow him. 


To what extent the duty of the 
American Government has followed 
American citizens who invested funds 
in Germany, which investment is now 
repudiated either in whole or in part 
by the Reich, is a matter with which 
we are all familiar, especially those 
who have the dubious distinction of 
owning German bonds. 

Past administrations in Washington 
were somewhat more outspoken in re- 
gard to the protection to be accorded 


American investors in foreign lands. 
To be sure, it was under previous ad- 
ministrations that the bulk of Ameri- 
can investments abroad was made. 
Whether it will be for the present ad- 
ministration to devise means of af- 
fording the American investor genu- 
ine protection remains to be seen. On 
the books, at least, we have a provi- 
sion which calls for such protection. 
It is known as Title II of the Securi- 
ties Act. It was proposed by Sena- 
tor Hiram Johnson and is entitled “A 
Bill to Provide for the More Effective 
Protection of Foreign Commercial 
Transactions and for Other Purposes.” 
Although the bill has been passed by 
both houses of Congress, it has not yet 
been called into being by the Presi- 
dent, who is the only one who can do 
so by proclamation. 

In view of complications which may 
arise as a result of American invest- 
ments abroad, not only in time of war 
but in time of peace as well, it is clear 
that the Government should take a 
definite interest in matters pertaining 
to America’s foreign investments. I 
would therefore suggest not only that 
Title II of the Securities Act, calling 
for the formation of an instrumental- 
ity whose functions it would be to pro- 
tect, conserve, and advance the inter-: 
ests of holders of foreign securities in 
default, be put into effect, but also 
that the activities of such instru- 
merftality be enlarged so as to enable it 
to supervise the flow of credit from the 
Unitéd States into foreign lands, irre- 
spective of whether such credits are in 
the form of long-term bonds or short- 
term commitments, and also irrespec- 
tive of the purpose to which the pro- 
ceeds from such credits may be put. 


PEACEFUL TENDENCY or COMMER- 
CIAL ALLIANCES 


Upon examining the economic re- 
lationship among nations, one may 
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safely conclude that alliances of a com- 

mercial or financial nature are more 
conducive to peace than pacts of 
a political character. Commercial 
arrangements of a mutually advanta- 
geous nature will invariably be ac- 
companied or followed by political al- 
liances. On the other hand, political 
pacts which are not accompanied or 
followed by commercial understand- 
ings are likely to be of little if any 
avail. 

Carefully supervised and wisely reg- 
ulated, the free or relatively free flow 
of capital from countries where it is 
available in excess of home require- 
ments to countries where it can be em- 
ployed advantageously is bound, in 


the long run, to prove beneficial to 
both lender and borrower, by helping 
to rebuild, in a spirit of tolerance and 
democracy, international political and 
economic relationships through the 
peaceful and profitable exchange of 
goods and services. Thus, and thus 
alone, shall we succeed in bringing 


. back to the United States a prosperity 


which is fully warranted by the vast- 
ness of the country’s resources and the 
industry and energy of the American 
people. ` 

America has given to the world a 
declaration of political independence. 
We might equally advantageously give 
to the world a declaration of economic 
interdependence. 
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Interrelation of Politics and Economics in Modern War 


By. Davin MITRANY 


T HAS been argued by some schools 
of thought that certain political 
and social systems are more likely than 
others to bring about war. Much 
more certain it is that war brings 
about certain types of government. 
Throughout history the changing na- 
ture and needs of warfare have been 
reflected in the organization of gov- 
ernment and society. Today such a 
change is insinuating itself deep into 
politics and economics, national and 
international. 

That relation has been continyous; 
from the nature of things it has also 
become ever closer. Leaving aside 
the more subtle gradations of the proc- 
ess, two major changes in modern 
times have accentuated ‘that relation. 
The first was the introduction from 
Napoleonic times onwards of con- 
scripted national armies in the place of 
the relatively small professional arm- 
ies. The second began in the World 
Warned is working itself out before 
our owh eyes—namely, the change 
from a war of maneuver to a war of 
mutual battering and attrition; from 
war fought with limited and relatively 
simple weapons, when victory de- 
pended on generalship and the human 
material, to war in which the mass and 
power of elaborate mechanical weap- 
ons are the decisive factor. — 


EXTENSION OF GOVERNMENTAL 
FUNCTIONS i 


The World War was the firgt in his- 
tory to become essentially a contest of 
sheer material power, of the ability to 
mobilize material resources and to util- 
ize them with the greatest efficiency 
and recklessness. The weapons and 


materials used were of a force and on 
a scale which no military expert had 
even remotely foreseen, and for which 
no general staff was prepared.t To 
find the means and to organize pro- 
duction for such an effort was a task 
which lay wholly beyond the experi- 
ence and competence of the military. 
On the other hand, it thrust upon the 
civilian organs functions which gov- 
ernments had avoided since the de- 
cline of the eighteenth-century despot- 
isms. The relationship between the 
nature of warfare and the nature of 
political and economic organization 
became in that way so close as to ap- 
proach unity. 

The demands which the war made 
upon the economic resources of the 
belligerent countries very soon ex- 
ceeded their normal capacity for pro- 
duction and distribution. There was 
no end to what the military machine 
could consume: any restraint was im- 
posed solely by the impossibility to 
give it more. From the husbanding 
of existing resources, the governments 
had to pass to the opening of fresh 
sources: of supply, both natural and 


1Ph one year of the Civil War (1864) the 
*Union Army used 1,950,000 rounds of ammuni- 
tion; gn the Franco-Prussian War (1870-71) 
Germany used 817,000 rounds; in the Russo- 
Japanese War (1904-05) Russia used 954,000 
rounds; m 1918 France used 71,445,000, Great 
Britain 81,070,000, and the United States 
8,100,000—a total of 160,615,000. Moreover, 
the ammunition was of much greater size and 
power; in addition, there were utterly new me- 
chanical weapons, such as airplanes, tanks, and 
so forth; and besides such actual military ma- 
terial, enormous quantities of other materials 
were used, such as cement and bags, barbed 
wire and lumber, not to speak of oil and many 
chemicals. 
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artificial, often in the form of very pe- 
culiar substitutes; they had to see 
these materials used both effectively 
for war and fairly for general needs. 

The farther we recede from the war 
years and obtain a historical perspec- 
tive of them, the clearer it becomes 
that the characteristic of government 
during the World War was that unex- 
pected and unlimited extension of its 
functions. This line of evolution em- 
braces all the more significant trends 
of modern war organization, and from 
it have flowed, therefore, all the deep 
effects on economic and social life. 

The need for the introduction of 
economic controls was naturally felt 
more strongly by the Central Powers, 
which found themselves besieged 
within their frontiers. Yet, though 
the Allied group had free access to raw 
materials and to great units of pro- 
duction, they too had to make ever 
wider use of the same devices. That 
in itself is proof that the methods 
of functional economic government 
sprang not from a local situation but 
from the needs of the new methods of 
wartare. 

Perhaps the most striking aspect of 
those executive innovations was the 
seeming fatality with which they in- 
creased. On a bird’s-eye view it 
truly gives the impression of organic 
growth. Each function required an 
appropriate organ, and each was in 
turn in danger of breaking down with- 
out fresh support from new functions. 
and organs. Every official a€tion 
gave birth to another, and rules and 
functions and organs multiplied like 
self-generating cells. What resulted 
has been summed up by a French Min- 
ister, Mr. Delemer: 


On the eve of the Armistice the state had 
absorbed for the needs of the war. nearly 
the whole of the available material re- 
sources. Requisitions within the country 
appropriated French production, so far as 
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it survived. The control of imports, which 
was centralized in the hands of a few 
agencies, no longer allowed anything to 
filter through that was not for public use. 


And Dr. Richard Riedl, speaking 
from a unique experience as head of 
the Austrian economic organization, 
declared afterwards that its main de- 
fect was not to have been radical 
enough from the beginning. 

As a result of that experience, one 
may lay it down as axiomatic that 
in a future war every resource and 
every activity of a belligerent state 
will have to be harnessed systemati- 
cally to the one desperate adventure 
of war; and that anything which has 
to be organized so drastically will re- 
quire in the same degree the interven- 
tiongof authority. 


TREND TowARD SELF-SUFFICIENCY 


The new and decisive rôle of eco- 
nomics for what we call security gives 
us the key to the trends of the after- 
math. The states discovered in the 
World War two vital needs for secur- 
ity: (1) access at all times to certain 
essential materials, and (2) the plant 
to work those materials into instru- 
ments of warfare. The nirerber abs 
cover a wide range; and the industrial 
equipment must be capable of turning 
out efficient products, in unlimited 
quantities, at the first call. Those are 
needs for which a state must not rely 
unduly upon outside supplies. A state 
will feel secure in the measure in which 
it is self-sufficient. Self-sufficiency is 
not a performance which can be im- 
provised in the moment of need. Eco- 
nomic brganization has to be adapted 
to it in*time and continuously. It is 
not a task which can be left to the 
fluctuating mterests and uncertain re- 
sponse of private enterprise. It has to 
be initiated and planned and con- 
trolled by the state. 

Hence the dictum si vis pacem para 
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bellum has been taken over frora mil- 
itary to economic preparation.’ Na- 
tional planning has become the fashion 
and national self-sufficiency the ideal. 
Politics and economics are everywhere 
being pressed into its service. The 
military factor is not alone responsi- 
ble for that, of course; I am isolating 
it here for purposes of discussion be- 
cause it is pertinent to the subject 
under consideration. But the mili- 
tary factor is responsible for having 
started the trend, and it is the most in- 
sidious and disruptive of all. 

On this reading the economic de- 
pression is effect rather than cause. 
It has quickened the trend towards 
self-sufficiency with social arguments, 
and it has put fresh obstacles of a ma- 
terial nature in the way of interna- 
tional intercourse, but restrictiofls of 
an administrative and political nature 
were Imposed at once after the war. 
Nor is the new trend merely a more 
acute phase of general frotectionism; 
protection was i full swing before the 
war by means of tariffs and prefer- 
ences. The new trend is rather pro- 
hibitionist, and it tends to gear the 
whole economic system to a political 


hurposc..by political means. 
® 


PURPOSE or SELF-SUFFICIENCY 


The purpose which inspires that 
trend does not stand in doubt. Eng- 
land was on the whole anxious after 
the war to keep free trade alive. But 
as early as 1921 the British “Key In- 
dustries” or Safeguarding Act listed 
a remarkable number of articles, in- 
cluding fertilizers and almost the 
whole range of chemical prodycts, to 
which almost exclusive protection was 
to be granted because they were pre- 
sumably essential for security.e The 
French Government in the “Draft 
Customs Revision” of 1926 stated 
plainly that “the tariff must insure the 
existence of industries necessary to na- 
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tional life and its defense in case of 
war. This will embrace agricultural 
production, metal and chemical indus- 
tries, and many others.”* In many 
countries, as in Poland and Turkey, 
the location and even the creation of 
new industries are determined by the 
army’s general staff. 

Not unnaturally, it is in totalitarian 
countries that the new trend shows 
best its fruits and its temper. Russia 
is in a special case, because the policy 
of self-sufficiency was largely forced 
upon her. In Germany, however, it 
is a new thing: the Four-Year Plan, 
which aims to achieve the greatest 
possible self-sufficiency in food and - 
raw materials, is avowedly linked to 
the purpose of rearmament. In a 
speech reported in the New York 
Times on April 9, General Goering ad- 
mitted that this may bring about a 
“temporary scarcity in eggs, butter, 
and perhaps even meat and certain 
kinds of sausages”; but he pledged 
himself to “guarantee daily bread”— 
which after all is as much as man has 
ever asked even from Providence. 
The policy newly decreed for Italy by 
the Fascist Grand Council, as sum- 
marized by the New York Times cor- 
respondent on March 3, likewise aims 
to attain “the highest degree of inde- 
pendence as far as materials for mili- 
tary purposes are concerned, even [at] 
the total sacrifice, if necessary, of all 


civfl requirements to military needs.” 
® 


e DEMAND ror COLONIES 


In spite of autarchic planning-—in- 
deed, because of it and through it— . 
the countries have discovered gaps in 
their material equipment. A German 
book with some pretense to scholar- 


* Even sporadic returns to free trade are dic- 
tated by military preparedness. Recently 
England has removed the import duties on steel 
because the supply was inadequate for rearma- 
ment purposes. 
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ship, issued some two years ago, 
picked out the Roman Empire as the 
ideal state, since it could find all that 
it needed within its own limits. That 
discovery was bound to cause the less 
well-provided countries to demand a 
“place in the sun” in the shape of 
colonial possessions. Trade and gen- 
eral economic purposes would be 
served equally well by some arrange- 
ment for free access to markets and 
raw materials, coupled with the stabil- 
ization of currencies; but for military 
planning, nothing short of direct pos- 
session will serve. Germany and 
Italy refused to work with the commit- 
tee which met recently at Geneva to 
consider the problem of access to raw 
materials; and about a year ago the 
German. Minister of Finance, Count 
von Krosigk, bluntly declared that 
the “open door” was “not enough” 
for Germany today—she needed full 
political control of colonial territories. 

On the other hand, the colonial pow- 
ers, which might be willing to make 
concessions to ease the flow of trade, 
are unlikely to do so to hasten the 
growth of armaments. At Geneva in 
September 1935, Sir Samuel Hoare, 
the then British Foreign Secretary, 
formally declared his Government’s 
willingness to enter into discussions 
concerning the distribution of raw ma- 
terials; but in the last few months Mr. 
Eden and other members of the Brit- 
ish Government have scorned all idea 
of a transfer of colonies, while in a 
debate in the House of Lords kst 
February, the Government spokes- 
man, Lord Plymouth, deprecated even 
the possibility of an open door, “in a 
few well-chosen and sufficiently in- 
comprehensible words,” as the Man- 
chester Guardian put it. In France, 
last August, the Minister of National 
Defense, Mr. Daladier, assured. the 


Bernhard Laum, Die Geschlossene Wirt- 
schaft. 


Chamber that if necessary, the Gov- 
ernment would prevent the export of 
raw materials or manufactures which 
might be used for armaments. 


Errects on NEUTRAL STATES 


The present controversy about col- 
onies and raw materials has merely 
caused a current to break surface 
which was already running strongly 
underneath. For purposes of public 
debate the issue may be draped with 
innocent-looking arguments about ex- 
changes, standard of living, and so on, 
all of which are aspects which could 
be adjusted by some codéperative ar- 
rangement. The one aspect which 
must remain refractory to purely eco- 
nomic adjustment, in whose nature it 
is to raise walls rather than build 
bridg&s, is that of military preparation. 

That is the central problem. The 
others are derivatives. And the truth 
of this is seen in the significant changes: 
in internatiorfal policy and law by 
which we are trying in ene way to meet 
that problem. The first attempt to 
establish a system of collective secur- 
ity has armed itself equally with eco- 
nomic weapons, whether for preven- 
tive or for punitive action, in thegujse. 
of economic sanctions. An®’ the 
states which contemplate political 
neutrality are being led by the new 
conditions of warfare to base it like- 
wise on an economic war policy—a 
policy of denial and self-denial of eco- 


“nomic intercourse. Naturally enough, 


the possibility of such restrictive in- 
ternational policies merely serves to 
intensify, especially among the power- 
seeking gtates, the drive for national 
self-sufficiency. 

I should like to consider for a mo- 
ment tlre effect of the new methods of 
warfare on states which would remain 
neutral. Here again we are not with- 
out experience. In the World War 
the economic character which the 
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struggle assumed imposed upon. neu- 
trals the same patterns of economic 
controls as those which had to be 
adopted by the countries at war. The 
disruption of economic life in the bel- 
ligerent countries threatened to repro- 
duce itself in the economic life o? neu- 
tral countries, especially those to 
which both camps had access, through 
excessive and competitive buying, 
through hoarding and profiteering and 
contraband, through the attempt to 
corner supplies, even if not needed, so 
as not to let them fall into the hands of 
the other side. Hence Rumania and 
Bulgaria while they were still neutral, 
and Denmark and the Netherlands 
and others were forced to set up a 
variety of economic controls; and it is 
interesting to note that it was the 
neutrals who had to insist that* pur- 
chases for the belligerents should be 
made through official monopolistic 
agencies. 

These arrangements ‘were dictated 
by a momentary situation, to mitigate 
the effects of an emergency. Clearly, 
they will have to be much more drastic 
and comprehensive if economic life is 
to be attuned to a policy of permanent 
weusedity. The economic structure 
in a nêutral country will have to be 
prepared in advance to stand without 
disaster the shock of the severance of 
economic intercourse; and, as with all 
other countries, it will have to be pre- 


pared also to protect at need that neu- | 


trality in a military sense. I am not 
sure that the economic problems of a 
neutral will not be more difficult to 
adjust than those of other countries. 
Certain it is that they will have to be 
adjusted with the same systematic 
foresight and therefore with, the same 
intervention of authority as those of 
any other country. Not political at- 
titude, therefore, but the nature and 
the scale of the required preparations 
are the determining factors, whether 


they be intended for a possible partic- 
ipation in war or for isolation from 
war. 


War Leaps to SOCIALISM 


The new conditions of warfare are 
thus bringing about profound changes 
in our political and economic life. The 
many preparations, whether for de- 
fense of offense or for neutrality, em- 
brace all the resources and activities 
of the nations; they must be nationally 
planned and imposed, and that can be 
done only through the authority of the 
state. The state’s interference with 
economic life because of transient de- 
pressions, unemployment, and similar 
reasons can be reduced as those condi- 
tions pass; but the control of economic 
life for purposes of war will go on in- 
creasing as military preparation be- 
comes more complex and intense. It 
may be taken for granted that the eco- 
nomic controls which during the World 
War sprang up tentatively and sporad- 
ically, in a future war will be imposed 
from the outset and over the whole 
field. Werner Sombart has shown the 
active part which the needs of war 
have played in the rise of capitalist 
large-scale industry. A future war 
may take the evolution to its logical 
conclusion and bring about the na- 
tionalization of large-scale industry, 
because the whole economic system is 
now become in a sense a nation’s 
arsenal. 

Strong social considerations are 
quitkening that trend. Everywhere 
are heard significant demands to “take 
the profits out of war” and to “mobilize 
property as well as life.” War is not 
only becoming economic, it is also be- 
ing socialized—for very good reasons. 
Under the new conditions the cost of 
defense is far from being simply the 
sum total of the budgets of the fight- 
ing services. The cost of creating 
economically unnecessary or unprofit- 
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able industries, of subsidies to shipping 
and special industries and agriculture 
—all these are as much a cost of war 
preparedness as actual expenditure on 
warships and airplanes and guns. 
Whether expressed in increased taxa- 
tion or, as in totalitarian countries, in 
a lowering of the standard of living, 
they demand sacrifices all round, and 
the peoples are likely to insist on public 
control which shall reduce such sacri- 
fices to a minimum and not let them 
be exploited for private profit. Gug- 
lielmo Ferrero has argued convincingly 
in one of his essays that every war in 
modern history has taken the state a 
step nearer to socialism; and this ten- 
dency is so obvious and inevitable that 
I am baffled to know why all million- 
aires are not conscientious objectors. 

It is of course in the international 
field that the new trend is doing its 
worst and threatens the greatest 
danger. Not only does it cause ma- 
terial disturbances and distress, which 
breed resentment and nationalism, 
but, like all mercantilist policy, it in- 
volves what the Germans call the 
Politesierung of all economic inter- 
course. Currency control, quotas, 
the censorship of investments and 
loans, of migration, and even of tourist 
traffic—all these being in the hands of 
a central authority and capable of be- 
ing directed against one particular 
country, can be used and are used also 
as political weapons. Moreover, they 
can be imposed and changed at will, 
on the call-money principle, witlt no 
contractual consistency or restraint. 
Hence these autarchic activities, sup- 
posedly justified by a search for secur- 
ity, have really become themselves the 
poisoned spring of international in- 
security. 

To give this trend, as is now usual, 
the name of neo-mercantilism seems 
almost a libel on a perhaps clumsy but 
respectable ancestor. The old mer- 


cantilism sprang from a belief that it 
would increase the well-being of the 
nations; the new is universally con- 
fessed to be rather a grim and wasteful 
necessity. The old was an economic 
policy; the new is admittedly an un- 
economic policy. The old was tried 
when the countries were still largely 
self-sufficient and international eco- 
nomic intercourse was relatively small; 
the new is being applied when inter- 
national division of labor has grown in 
such a way that any measure applied 
in any country produces economic and 
social eddies everywhere else. Theold 
was a nationalist policy in a world of 
national economics; the new is a na- 
tionalist policy in a world of interna- 
tional economics. 


War NECESSITATES AUTARCHY 


When no statesman dares to bless 
this trend, and many an anxious states- 
man here and elsewhere is pleading 
that it be abandoned because of the 
hurt it does and the enmity it breeds, 
what hope is there that thenationsmay 
be induced to do so? The simple truth 
is that the ultra-mercantilist trend has 
become, so to speak, a law of war ex- 
perience, the peace-time prepadsmbioan 
and continuation of the war-tifie mili- 
tary system. That trend could not be 
so universal if it were merely the whim 
of a dictator, or even the theory of a 
distinguished professor. No country 
need labor to become self-sufficient if 


” it were not for the needs of war; but 


as long as a country must prepare for 
war, it must strive to become, as much 
as may be, self-sufficient. Economic 
individualism, in other words, is but 
the present imperative of military in- 
dividualism. 

When, therefore, it is argued, as it 
was said a few days ago by Mr. Frank 
Sayre at a gathering in New York, 
that “no peace machinery, however 
carefully devised, could operate suc- 
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cessfully as long as the nations re- 
mained at war economically,” that is 
only a half-truth. It is a true half- 
truth, not a mendacious half-truth, but 
a half-truth nevertheless. The com- 
plete equation is contained in the third 
of President Wilson’s Fourteen Points: 
“The removal, so far as possible, of all 
economic barriers and the establish- 
ment of an equality of trade conditions 
among all nations consenting to the 
peace and associating themselves for 
its maintenance.” 

All this means simply that it is un- 
likely that the infection can be checked 
by treating only one half of the body, 
any more than a soul can be saved by 


praying over only one half of it. It is 
not the part of a mere student of 
politics to prescribe policies, but it is 
his proper part and function to point 
out that, more than ever before, under 
the new conditions of security, politics 
and economics are being welded to- 
gether. Peace reflects itself in both 
political and economic policies, and 
politics and economics must contribute 
equal, if particular, shares to peace. 
When politics and economics have by 
the nature of things become thus 
closely intertwined, it will not serve to 
try to bring only one under the rule of 
reason while leaving the other to be 
ruled by the fist. 
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American Economic Policies for the Impending 


World War 


By James D. MOONEY 


N ATTEMPT to create an out- 
line of what our economic policies 
should be in the actual event of an- 
other world war is not a very inspiring 
task. As I see it, no economic policy 
that we might adopt in that event, 
even the very best and soundest that 
the mind could conceive, would do 
much more than mitigate the economic 
woes that would be sure to result from 
so great and so devouring a catastro- 
phe. 

We consider the Devil outside his 
territory when he quotes Scripture, 
and we usually expect the business 
man to stick to his expressions of 
prices, discounts, deliveries, costs, and 
profits. But I pray you to indulge 
me with one short quotation from 
Shakespeare, because I consider it so 
pertinent to any present discussion of 
international affairs, particularly eco- 
nomics and war. 

“Life,” said the bard of Avon, “is a 
tale told by an idiot, full of sound and 
fury, signifying nothing.” 

If Shakespeare had lived during the 
period from 1914 to 1937, I wonder if 
he would have considered this utter- 


ance strong enough to describe fhe , 


political insanities that have keen per- 
petrated during the last twenty-three 
years: the World War; the so-called 
Peace Treaty of Versailles; the world- 
wide repudiation of international 
obligations; the universal hocus-pocus 
of paper money and inflation; the curse 
of economic nationalism; the universal 
rage to sell without buying or to buy 
without paymg; and, finally, the 
present competitive and feverish race 
in armament building. 
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These, then, are the high-lights of 
the present world picture, and for this 
picture “nationalistic msanity” is not 
too strong aterm. All of these things 
might seem to imply that our modern 
civilization, consciously or not, is 
actually planning its own destruction. 


Tue Next Wortp War— 
A GREATER TRAGEDY 


Let us have no illusions as to what 
the next world war will be like, if and 
when it comes. In its destruction of 
life Bnd property it will surpass the 
World War of 1914-1918 by an even 
greater measure than that war sur- 
passed all previous wars in history. 
And the same will be true of its eco- 
nomic cost. The gr@ater destruction 
of life and property in the next war is 
assured by the ominous progress in the 
development of new and deadlier 
weapons during the last twenty years. 
Its greater cost in nations=shelet 
burdens is assured by the sdme de- 
velopment, because every advance in 
military efficiency seems always to be 
paralleled by a corresponding growth 
in military costs. Ifthe last war very 
nearly ruined the warring nations, the 
next war may do so utterly. Such a 
debacle could only result in a gigantic 
and universal social upheaval, with 
bloody class war and revolution the 
only possible outcome. 

It may be urged that the reasonable 
certainty, of universal destruction if 
we have another world war is our best 
insurance against war. True, it 
should be, but present nationalistic in- 
sanities give us no such assurance. 
When nationalistic hatreds and ambi- 
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tions are aroused, each country always 
blames the others; self-defense is and 
always has been the universal justifica- 
tion, and no one ever counts the ulti- 
mate cost. 

But the question I am about to 
propound does not concern, except 
most indirectly, the fate of the warring 
nations. It concerns primarily our 
own nation and our own welfare. The 
great question, from the standpoint of 
American interest, is what our eco- 
nomic policies should be in the event 
of another world cataclysm. 


IsoLatTionismM—Is Iv PRACTICABLE? 


Judged by their economic results, 
there is no escape from the fact that 
our war and postwar policies were bad, 
very bad, for us. This may be. the 
reason why, In our groping for a Solu- 
tion, zsolationism is gaining many and 
prominent adherents. 

Jsolationism in this sense means ex- 
actly what the term implies, namely, 
that we shall nêt have any trade or 
other contacts with any warring na- 
tions, and that we shall not permit 
them to have any trade with us. The 
theory behind this strange proposal 
sembe be that all international fric- 
tion grdws and of necessity must grow 
out of contacts. Hence, if such con- 
tacts were eliminated there would be 
no further danger of such friction, and 
therefore the nations that practiced 
isolation would have ee assurance of 
future peace. 

The trouble with this Utopian doc- 
trine is that it proves too much. If 
peace through isolation is the main 
consideration in human relations, why 
limit it to contacts betweenonations? 
Why not extend the same dgctrine to 
contacts within nations, and éven to 
contacts between individuals? Then 
indeed we would have peace—the 
peace of the dead—for in that case 
most of us would starve. 


This doctrine appears to be twin 
brother to the present rampant eco- 
nomic nationalism. In the case be- 
fore us the application of this doctrine 
by any nation would immediately kill 
all trade between that nation and any 
other nation that might happen to be 
at war. If such a war happened to be 
another world war, the effect of this 
policy on any would-be hermit nation 
that might resort to it may be im- 
agined. 

With isolationism eliminated, there 
would appear to be no recourse save to 
some form of neutrality. But what 
form? The question, therefore, cen- 
ters not on neutrality as such, but on 
the kind of neutrality that would best 
serve our national interests in the 
event of another world war. 


NEUTRALITY AND Irs RECORD 


All experience proves that the rôle 
of a neutral nation in a predominantly 
belligerent world is, to put it mildly, a 
difficult one. The very word “neu- 
tral” implies nonaggressive imparti- 
ality, the most difficult of all things in 
itself. This 1s increasingly true ac- 
cording to the number and the degree 
of contacts, financial and commercial, 
that the neutral nation may have with 
the belligerents on either side. There 
is in fact little that any neutral nation 
can do, in its contacts with any bel- 
ligerent, that the other side would not 


, prévent if it could. The only reason 


this fact was not immediately in 
evidence in our own record as a neutral 
during the World War was that only 
the belligerents on one side were in a 
position to make any effective protest. 
Here we perceive the usually decisive 
advantage, in any war, of an undis- 
puted command of the seas. 

What we did in the guise of a neutral 
in furnishing material aid to one set of 
belligerents is a part of the war record. 
How easy it was for the Allies, on the 
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other hand, to render impossible any 
similar service to the Central Pow- 
ers, provides the other side of the 
picture. 

As the war progressed, Germany 
and her allies got no war munitions 
from us, for the best of reasons—her 
adversaries commanded the seas. 
Likewise, for the same reason, she got 
nothing directly from us of any kind 
whatsoever. I should have said “di- 
rectly or indirectly,” for it turned out 
that nothing produced by us, meaning 
not only war munitions but also food- 
stuffs and other non-military supplies, 
could get into Germany even by way 
of a neutral country if the adversaries 
of Germany had any suspicion of its 
ultimate destination. This is not said 
in criticism of these other nations. 
Germany, in similar circumstances and 
with similar opportunities, would 
doubtless have done the same. It 
merely illustrates the point that in war, 
neutrals, in dealing with any belliger- 
ent nation, possess no rights whatever 
that the warring nations on either side 
may not obliterate if they are powerful 
enough to do so. 

It is obvious from our own record 
as a neutral in the last war, that neu- 
trality as hitherto practiced is useless 
as a means of relief for non-warring na- 
tions against economic strain or loss. 
Isolationism, now being advocated, 
would be even worse than useless. 

Based on the experience of the Jast 
war, there seems to have grown up the 
strange doctrine that neutrality can 
mean only one thing. This doctrine 
may in its essence be thus stated: In 
war, only belligerents have rights; 
neutrals have nonel 

In the case of neutral nations 
smaller and weaker than either bel- 
ligerent, this doubtless will always be 
true. But why should we, potentially 
if not actually the most powerful of 
nations, consent to such a doctrine? 
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A belligerent nation, however powerful 
it might be, would certainly think 
twice before it attempted to coerce 
such a neutral or dared to violate its 
neutral rights in any way. 

Is there any policy for the United 
States, as a non-warring nation, that 
could be trusted to conserve our eco- 
nomic interests in the event of another 
world war? I believe there is, and 
although I present this policy with all 
humility, I feel that it contains the 
germ of a worthy answer. 

What I advocate is arming for neu- 
trality, just as other nations are now 
arming for war. And I would ad- 
vocate making just as thorough a job 
of it. To be specific, I would advocate 
the building of a navy powerful enough 
to gye us recognized freedom of the 
seas. So much for the general prin- 
ciple involved. 


BASIC American Economic Ams 


The essence of American economic 
aims and policies fof the impending 
world war might be summarized as 
follows: (1) drastic discouragement 
and prevention of exports that will not 
be paid for; (2) steady maintenance 
of exports that will be paid WT 
insurance of a flow of imports of the 
raw materials and processed goods 
needed to maintain our industries and 
standards of living—and to enable 
payment for our exports. 

In war times the greater importance 
of imports requires special emphasis, 
for then it may easily come to pass 
that any impediment to the inflow of 
goods from abroad may imperil our 
very méans of life. In a productive 
sense, ne nation is ever self-contained. 
I refer net only to products like tea, 
coffee, and silk, which, by reducing our 
standards of living, we could probably 
do without. Trefer also to critical ma- 
terials such as tin, rubber, and nickel, 
which are at all times vitally neces- 
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sary. I refer, furthermore, ta those 
materials which may seem of minor 
importance in themselves, such as 
manganese and antimony, but with- 
out which many of our major indus- 
tries could not function. A supply of 
these materials must be maintained 
by a modern industrial people as a 
matter of sheer self-preservation. 

I have indicated what our basic èco- 
nomic aims as a neutral should be in 
the event of a general war. To attain 
these aims I would add two measures 
of national policy that are imperative 
to insure freedom of the seas for 
America and to keep open the channels 
of overseas trade so essential to the 
functioning of our own internal econ- 
omy: 

(1) We must begin at once tq de- 
velop a merchant marine that can un- 
dertake to keep open the trade chan- 
nels for the necessary = and im- 
ports. 

(2) We must begin x once to build 
up our navy so that it will be strong 
enough to command freedom of the 
seas for the American merchant 
marine. 

As a political corollary to these 
measures L should add that we ought 
to stop telling the world that we will 
not fight under any circumstances. 
And certainly no nation should be en- 
couraged to interpret our neutrality 
measures to mean that we will not pro- 
tect such overseas trade as is vital to 
our domestic economy. 


SUPPLEMENTARY PROTECTIVE 
MEASURES 


Inasmuch as we have a Jery in- 
adequate merchant marine? at the 
present time, due largely te govern- 


mental policies that for years have 
starved and discouraged American 
shipbuilding and shipping, it is quite 
likely that the opening of a world war 
would find us wholly unprepared to 
keep our trade channels open with our 
own ships. Since it will take years to 
build up our navy and merchant 
marine, I would suggest a secondary 
defense: 

(1) We must carry substantial 
stocks of the critical imported raw ma- 
terials, such as rubber, antimony, 
nickel, and tin. 

(2) We must have ready a “sub- 
stitutes” program for such critical raw 
materials, as a defense against any pos- 
sible interruption in the flow of such 
materials from abroad. 


CHARITY Becirns at HOME 


Briefly, the general aim of these 
policies would be to minimize the ef- 
fects of such a world war on our 
standards of living in America. 

To our friends the moralists and in- 
ternationally minded politicians, who 
would have us defend some political 
principle or ideology abroad, I would 
say that my own observations over the 
past twenty years have convinced me 
that these ideologies have been used 
principally as a means of grasping and 
consolidating power. 

To this I would add the age-old 
maxim that charity begins at home. 


« Í can think of no finer balm to the con- 


sciences and sense of moral principles 
of American political and economic 
leaders than could be provided by the 
knowledge that they were doing their 
utmost to protect the great mass of 
their fellow Americans from hungry 
bellies. 


James D. Mooney, M.E., Dr. of Engineering, is 
president of the General Motors Export Company, 
New York City, and vice-president in charge of over- 
seas operations of the General Motors Corporation. 


Economic Preparation for Neutrality 


By GEORGE SOULE 


HE word “neutrality” is employed 

in this paper only in the sense of 
remaining at peace while other nations 
are engaged in war. It has no refer- 
ence to the complex legal doctrines 
historically associated with the rights 
of neutrals, or to any endeavor 
to maintain impartiality of attitude 
between belligerents. It must be 
sharply differentiated also from at- 
tempts to prevent the outbreak of war 
by participation in the Covenant of 
the League of Nations or other dis- 
ciplinary measures of collective secu- 
rity which contemplate joint action 
against aggressors. Any nation which 
embarks upon a line of action designed 
to restrain possibly aggressive powers 
by threats of punishment should be 
prepared to administer the punish- 
ment if the threats are not effective. 
That course necessitates readiness to 
engage in any war that may arise. 
The present assumption is that this 
Nation, rather than take the risk of 
war inseparable from coöperation iu 
such attempts to maintain collective 
security, prefers to take the risk of 
becoming embroiled after the start of 
a possible world war, and is firmly re- 
solved to reduce this risk to its abso- 
lute minimum. j 
Those who disapprove this policy 
can scarcely deny that it now repre- 
sents the desire of an overwhelming 
majority of the American people. 
Few would wish to attempt to con- 
vert that majority by contending that 
it is the duty of the United States 
again to engage in a possible war to 
end war. The argument usually em- 
ployed is rather that the danger of 
becoming involved in hostilities that 
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have already broken out is much 
greater than the danger of becoming 
involved in war by codperating with 
other nations in the threat to apply 
military sanctions. This argument, 
however, is seldom documented by 
careful examination of the possibility 
of remaining at peace in the presence 
of a world conflagration. Surely such 
an important question demands dis- 
passionate examination, both on the 
part of those who oppose non-partici- 
pation and of those who favor it. So 
many intangibles are involved that 
ev@n in the end an answer can be little 
more than a guess, but a better guess 
can be made after a systematic can- 
vass of the possibilities than before. 


9 
Economic War Morives 


Another word of introduction is nec- 
essary to explain the limitation of this 
paper to the economic aspects of the 
problem. This does not imply a nar- 
row acceptance of the doctrine of eco- 
nomic determinism. Imporiant con- 
siderations are involved that are not 
purely economic—notably political 
and psychological factors. These 
must be left for others to discuss. It 
is contended here, not that wars are 
caused solely by international bankers 
or competition for markets and raw 
materials, but merely that if the 
United States wishes to remain at 
peace, it will be more easily able to do 
so if important groups are deprived of 
the prospect of great economic gain 
from entry into a war and, on the other 
hand, are safeguarded against too 
great economic loss from staying out. 
We are likely to believe in the right- 
eousness of those who enable us to 
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make profits and to enjoy full employ- 
ment and to dispose of our crops at 
high prices; we are likely to attribute 
wickedness to those who deprive us of 
these things. Concepts like ‘patriot- 
ism and national honor, latent destruc- 
tive tendencies of the individual, re- 
sentment against injustices real or fan- 
cied, are more likely to be intensified 
when we suppose that material inter- 
ests are involved. The fact that war 
slogans are usually phrased in nobler 
words does not prevent them irom 
masking such motives. 

Everyone remembers the boom 
which developed in this country be- 
tween 1914 and 1918 as a result of the 
insatiable demands of the warring na- 
tions, not merely for arms and muni- 
tions but also for minerals, wheat, cot- 
ton, and supplies of all kinds. Mhe 
immediate material welfare, not only 
of bankers and capitalists but also of 
millions of industrial workers and 
farmers, came to depend on this busi- 
ness. At lengti? there arrived the 
time when a continuation of orders 
from the Entente Allies—who were, 
under the circumstances, our chief cus- 
tomers—was imperiled by the impend- 
iIns=eekeistion of their monetary re- 
sources “in this country. They had 
disposed of the greater part of the 
American investments of their na- 
tionals, and our market could scarcely 
absorb further issues of their Icans. 
Ambassador Page in a letter to Presi- 
dent Wilson pointed out the disaster 
that would ensue to our economy un- 
less this Nation should enter the war 
and place public credit at their dis- 
posal. Their defeat would mean in 
addition that the existing debts could 
not be collected. Mr. Pageswas in- 
dubitably right. ° 

Who can tell what part was played 
by realization of these facts among 
well-informed persons? The economic 
situation probably influenced many 
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who would be the last to admit that 
this was the case. Even those who 
expressed indignation because we were 
wallowing in prosperity from war 
trade while the noble Allies were fight- 
ing our battle for civilization, and con- 
tended that we must purge ourselves 
of this corruption by plunging into the 
European bath of blood, gave evidence 
that they were influenced, in a per- 
verse way, by the economic motive. 

If, however, one admits for the sake 
of argument that it was merely a coin- 
cidence that we entered the war at the 
very moment when the credit and pur- 
chasing power of the Allies was on the 
point of collapsing, it is still necessary 
to reckon with what would have hap- 
pened if a contrary decision had been 
made by the President and Congress. 
What would have been the temper of 
the people if staying out of the war 
had brought deep depression and un- 
employment, while Great Britain and 
France were quite possibly being de- 
feated? Might the citizens not have 
demanded participation? And in any 
case, would it not have been better to 
avoid the economic distortion result- 
ing from the war business, with its in- 
evitable nemesis? The primary eco- 
nomic objective of neutrality must 
therefore be to prevent the growth in 
this country of a powerful interest de- 
pendent on sales to belligerents. 


° E-MBARGOES 


It is of course possible to place an 
embargo, as existing neutrality legis- 
lation does, on sales to belligerents, or 
to neutrals for transshipment to bel- 
ligerents, of arms, munitions, and im- 
plements of war. But, even while hos- 
tilities are going on, sales of these 
things comprise a relatively small part 
of exports to warring nations. We 
should export also a large variety of 
products of mines, farms, and fac- 
tories, and in enormous quantities. 
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The chief difficulty is to devise a means 
of controlling this general trade. 

To embargo exports of all materials 
and supplies that might be useful in 
war or might be declared contraband 
would, in the case of a world war, be 
virtually equivalent to an attempt to 
stop exports entirely. Such an em- 
bargo would be almost impossible to 
enforce, and the nearer we came to 
success in enforcement, the stronger 
would be the domestic opposition to 
the legislation. If, for instance, we 
stopped the shipment of cotton to 
Great Britain, Japan, France, Italy, 
and Germany, to their possible allies, 
and to neutrals who might transship 
to them, we should at once lose the 
market for about one half of our cot- 
ton crop. The consequences would 
be so serious that action of this kind 
is inconceivable. And cotton, though 
perhaps the most important commod- 
ity concerned in respect of its export 
market, is by no means the only one. 
General and complete embargo legis- 
lation is politically out of the question. 

Another proposal is to give the Pres- 
ident discretionary power to place eni- 
bargoes on specific products when the 
export of such products threatened to 
draw us into war. It is argued that 
by laying such embargoes for brief 
periods it would be possible to hold 
exports down to something like normal 
proportions in the cases of the prod- 
ucts most in demand. But it is dif, 
ficult to believe that any President, 
subject to the group pressures of pro- 
ducers, would, as long as the mat- 
ter were left to his discretion, lay 
enough such embargoes and lay them 
promptly enough to forestall the 
growth of a considerable war boom. 
The uncertainty involved would also 
lead to confusion and would shortly 
become intolerable to those concerned. 
Limited use of such powers in the case 
of certain products in which scarcity 


may develop, like scrap tin or steel, is 
quite conceivable and would be salu- 
tary, but this measure can hardly be 
relied upon to avoid the main diffi- 
culty. 


LIMITATION OF Exports AND BEL- 
Licgkrents’ PURCHASING POWER 


What is really desirable is to permit 
an amount of exports that would nor- 
mally be expected in time of peace, 
without allowing the expansion of 
trade to abnormal war proportions. 
Thus no sacrifice would be imposed on 
our domestic economy that would 
lead to the repeal of the neutrality 
laws, while a boom of proportions 
sufficient to draw us into war might 
be avoided. In pursuit of this objec- 
tive it has been proposed that exports 
be f nited by a quota system, based 
on some reference year or years as- 
sumed to be normal. Devices of this 
kind were upilized in the last war by 
belligerents to prevent neutrals from 
acting as purchasing agents for enemy 
nations. It is conceivable that export 
quotas could be established and en- 
forced. The administrative and po- 
litical difficulties would, however, be 
enormous. Quotas would HYvett™be 
calculated for thousands of products. 
Shares in the permitted amount of 
exports would then have to be allotted 
among competing buyers and compet- 
ing domestic producers. Pressure for 
enlargement both of quotas and of par- 
ticular shares would be tremendous. 
Jt would be difficult to deal with prod- 
ucts the output of which or the de- 
mand for which is subject to wide sea- 
sonal ‘variations. The effective de- 
mand By belligerents, pressing against 
the restwicted supply, would cause sky- 
rocketing prices, which might distort 
our economy as much as unregulated 
trade, unless rigid price controls were 
established. In view of these compli- 


„cations, it would be better not to try 
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the quota system of limitation if there 
is any simpler solution of the prob- 
lem. 

A simpler solution could be found if 
the purchasing power of belligerents 
for products of this country could be 
limited. Thus the restriction could 
be applied at the bottle-neck, and com- 
plicated measures for administration 
and enforcement of embargoes or 
quotas would not be required. Bellig- 
erents could buy whatever they 
wished—~with the exception of arms, 
munitions, and implements of war— 
_ from whomever they liked, as long as 
their purchasing power in this country 
held out; but if that were limited to 
peace-time proportions, they could not 
buy enough to generate a war boom, 
elther in respect of expansion of pro- 
duction or of rise of prices. Some*dis- 
tortions might be caused, it is true, by 
a shifting of the nature of demand 
from a peace to a war hasis, causing 
more of some products and less of 
others to be calle@ for, but this shifting 
would be less than would be imagined, 
once arms were eliminated, and would 
in any case be a minor problem. 

‘Restriction of belligerents’ purchas- 
in@spewer could arise in the first place 
from an’embargo on loans or credits. 
The Johnson law already forbids the 
flotation of loans to governments that 
are in default. The credit status of 
most foreign governments is so poor 
in any case that the American securi- 
ties market is not receptive to them. 
Proposed neutrality legislation some- 
what broadens and defines the existing 
situation by forbidding loans or credits 
to belligerents, except ordinary redits 
necessary for the facilitation «f day- 
to-day busmess. This fits well with 
the“cash” part of the “cash-and-¢arry” 
policy embodied in the Pittmen bill. 
There is no reason in the world, since 
loans are impracticable in anv case, 
why we should not require all ship- 
ments to belligerents to be paid for’in® 
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cash, and to pass into their possession, 
before leaving our shores. 


Sources oF PurcHAsING Power 


What are the sources of cash pur- 
chasing power available to prospective 
belligerents? These are principally 
balances in our banks and investments 
of foreign nationals in this coun- 
try, totalmg between seven and eight 
billion dollars. Such investments 
would be promptly mobilized by the 
governments concerned, as they were 
in the last war, and would be con- 
verted into cash as necessary to pay 
for supplies. Foreign nations could 
also create some new purchasing 
power here, in so far as they exported 
additional goods and services to us or 
shipped us gold. If their available 
cash resources were all spent in a single 
year, a sizable war boom would of 
course be created. But it would be 
both in their interest and in ours that 
this should not take place. Knowing 
they could not borrow to supplement 
their cash resources when these were 
gone, and being uncertain how long 
the war might last, they would natu- 
rally wish to keep some purchasing 
power in reserve. They would also 
not want to break the market in which 
their investments would have to be 
sold, but would prefer orderly liquida- 
tion. We, on our side, have every 
reason to guard against dumping these 
securities on the market suddenly, 
whether m peace or in war. In war 
time’ particularly, if the policy here 
recommended were adopted, we should 
want this purchasing power to be so 
rationed for use that it would not cre- 
ate an uncontrolled boom. In such 
an emergency it would be both justi- 
fiable and feasible to place legal con- 
trols over the liquidation of these for- 
elgn-owned securities, such that the 
purchasing power arising therefrom 
would not be, in any one year, too 
much greater than that which our for- 
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eign customers could command in nor- 
mal times of peace. 

We need not, I think, fear any great 
expansion of exports to the United 
States from nations straining their 
own resources to produce the sinews 
of war, and so no artificial enlargement 
of their purchasing power would be 
likely to arise from this source. And 
as far as import of gold is concerned, 
we are already in a position to limit 
that if we wish to do so. The princi- 
pal object could be achieved, there- 
fore, by so controlling the liquidation 
of foreign-owned securities in this 
country that belligerents would not 
be able to buy enough to stimulate an 
unhealthy boom, but would be en- 
abled to buy enough so that the neu- 
trality legislation would not place an 
insupportable burden on our economy. 
So rationed, the investments now here 
would probably suffice to maintain 
normal exports for the duration of a 
war. 

The question naturally arises 
whether, in such a situation, neutrals 
would not place large loans in this 
country to finance purchases of ma- 
terials for transshipment to belliger- 
ents. The answer would depend on 
which countries were neutral. If 
Great Britain were neutral she might 
be able to float loans large enough to 
make a difference, but scarcely any 
other nation in the world could do so. 
But if Great Britain were neutral, the 
danger of our being drawn into a Euro- 
pean war would be greatly diminished 
if not altogether nonexistent. The 
chief peril here is that Great Britain, 
beginning as a neutral, might build up 
large credits and place heavy orders 
here and then enter the war, drawing 
us in to protect existing trade and 
loans. At present I see no feasible 
means of guarding against such an 
eventuality. 

One objection often made to the 
cash-and-carry plan is that it is not 


really neutral because it would favor 
the nations that had the most trading 
and fighting ships—those, in other 
words, that control the seas. The 
same objection might be leveled 
against allowing the use of cash pur- 
chasing power arising from the liqui- 
dation of investments in this country, 
since the lion’s share of such invest- 
ments are from Great Britain and 
France, who together certainly could 
police the Atlantic. There are at least 
two answers to these objections. One 
is the distinction made at the begin- 
ning, that our chief concern is not to 
be strictly impartial as to the effect 
of our policy—an impossible feat in 
wartime—but rather to stay out of 
war. The other, and to me the com- 
pellipg one, is that there is no conceiv- 
able” way to prevent a belligerent 
which controls the seas from keeping 
American supplies away from its 
enemies, unlgss we fight and defeat 
that belligerent. The kind of legisla- 
tion we adopt has no Bearing whatever 
on this inescapable fact. 


Mirrcation or HARDSHIPS 


Another important item in economic 
preparation for neutrality ise#ire my- 
° * » © 
ing up of stocks of essential imported 
materials which might be difficult to 
obtain during a war, especially if there 
were any barriers on commercial inter- 
course. The War Department lists 


, twenty-six such materials, from anti- 


mony to sugar, but it is estimated 
that as little as $100,000,000 would 
purchase adequate reserves. Even 
if the sum were three or four times as 
much, an expenditure by the Govern- 
ment forthis purpose would be a good 
investment; in time of war the materi- 
als could be resold without loss. The 
problem is not a serious one in magni- 
tude if steps are taken promptly to 
prepare for it. 

Finally, consideration should be 
given to the question concerning what 
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should be done to draw the teeth of 
such a war boom as is not preventable 
by the measures recommended. We 
might experience a considerable boom 
if Great Britain were neutral in an 
eastern-EKuropean war. We are even 
now feeling the effects of prewar 
orders. After the outbreak of war, 
the utmost that could be done would 
not prevent a considerable leakage 
around the dams erected—as for in- 
stance by concealed credits based on 
concessions granted to American con- 
cerns in foreign nations. The sort of 
measures to be recommended here are 
those that already have been consid- 
ered to exercise at least some control 
over a capitalist economy, and these 
measures might be capable of elabora- 
tion to fit the situation. They pry 
briefly be listed as follows: 

1. Heavy taxation of incomes, and 
especially of profits, to discourage 
overexpansion of industzy and to re- 
duce the national debt and so clear 
our decks for *future Government 
spending in a postwar recession. 

2. Use of credit control as a weapon 
against unduly high prices and specu- 
lation. | 

< Agricultural policy that, while 

. © . . 

allowing sufficient increase of output 
to meet the demand at reasonable 
prices, still would not fasten upon 
agriculture the burdens of permanent 
overexpansion. Cautious appraisal in 
extending farm mortgages would be 
helpful here. It might also be possible 
to use the kind of flexible output con- 


trol established under the A.A.A. to 
permit a desired increase of acreage 
without permitting too much, and to 
restrict it again the moment abnormal 
demands fell off. 

Jf abnormal expansion of industry 
in the direction of satisfying war de- 
mands at the expense of domestic re- 
quirements seemed to be developing, 
it would be possible to revive controls 
used during the last war, to regulate 
capital issues, prices, and priorities. 
They should be employed in a co- 


_ ordinated manner, about a plan of 


production adjusted to peace-time re- 
quirements of the domestic popula- 
tion. Thus it would be possible to 
mitigate, for instance, a housing short- 
age arising from high prices of materi- 
als that were being diverted to the 
uses of belligerents, or to limit exports 
of agricultural products in the interest 
of the domestic cost of living. 

It would appear that there are feas- 
ible measures with which to restrain, 
at least, the economic forces that 
might lead us into a new war. No 
such measures can provide a complete 
assurance that we might not be in- 
duced to participate again, but they 
seem promising enough to be worth 
trying. Certainly those who desire to 
insulate this country against the tragic 
effect of another world conflagration 
need not give up hope. We can stay 
at peace if we are willing to pay the 


e price, and with careful advance plan- 


ning the price does not look too heavy 
to be paid. 
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Planned Neutrality 


By Puur C. Jessup 


BOUT one hundred and forty 
years ago the Congress of the 
United States was in very much the 
same position in which it finds itself 
today, in regard to the subject of neu- 
trality. The Congress had enacted a 
neutrality law for a temporary period 
and that period was expiring, and Con- 
gress was considering whether it should 
then enact a permanent neutrality law 
or whether it should continue the act 
for another trial period. At the time 
when this was under consideration an 
important war was raging in Europe, 
but there were many who felt that 
they should then take the step of en- 
acting the law in permanent form. 
Mr. Albert Gallatin arose on the floor 
and said he thought that was very un- 
wise. They were in the midst of a 
war; they had tried the act out under 
extreme conditions; they could not be 
sure that it was the one best adapted 
` to the needs of the country in respect 
to neutrality; he pleaded for a tem- 
porary extension of the act. He suc- 
ceeded in carrying his point. Another 
trial period was had, and finally de- 
finitive legislation was enacted. 

At the present time, in Washington, 
the Senate has been inclining toward 
the definitive enactment of permanént 
neutrality legislation, which seems to 
assume that they have discovered*the 
proper lines to follow for such per- 
manent legislation. On the other 
hand, in the House there has been a 
great deal of sentiment in favor of an- 
other temporary extension of the act 
of 1935, as amended in 1936. 


Existing NEUTRALITY LEGISLATION 


When the war came upon us in 1914 
and we found ourselves again in the 


99 


position of a neutral in a great Euro- 
pean war, we found that we had no 
neutrality legislation which had been 
enacted subsequent to 1838. There 
had been a few minor statutes, but 
our legislation on the books was sub- 
stantially what it was in 1838. The 
troubles that we encountered made it 
obvious that the legislation was not 
adequate, and in June 1916 the At- 
torney-General submitted eighteen 
different draft bills to Congress to 
cover the various gaps in our neutral- 
ity law. Those were considered by 
Congress, but considered so deliber- 
atel that it was not until June 1917, 
after we had become a belligerent, that 
we enacted the neutrality legislation, 
and we enacted it under the unhappy 
name of the “Espionage Act.” How- 
ever, a large part of iè is in the nature 
of neutrality legislation, and is in effect 
today. Nevertheless, a good deal of 
the experience that we gained in our 
period of neutrality during the World 
War was not embodied in thaselegiste- 
tion, and when we came to tak@up the 
subject again in 1935, we apparently 
had not yet fully digested our experi- 
ences of the World War period. 

The attention devoted to the sub- 
ject was certainly not very great, and 
I think one of the most distressing 
things is to find that on a subject of 
this importance, when the 1936 act 
was passed in February of that year, 
a total af twenty minutes for each side 
of the question was allowed for debate 
in the House of Representatives. In 
other Words, a total of forty minutes 
for the entire subject was all that the 
House of Representatives could spare 
for the discussion of the subject of neu- 
trality. And able as are the gentle- 
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men, no doubt, who compose the 
House of Representatives, I think even 
they are unable to encompass the sub- 
ject in that space of time. 

In the period between the act of 
August 1935 and the act of February 
1936, very little attention was paid to 
studying the problems of neutrality. 
It is true that during part of the period 
the Department of State, it was 
rumored, enlisted the advice of Mr. 
Charles Warren, an excellent adviser 
on the subject. He wrote an article 
in the magazine Foreign Affairs for 
April 1934, in which he suggested 
practically every point embodied in 
the 1935 and 1936 acts and contained 
in most of the bills which have been 
considered in the present session. He 
suggested a good many more points 
which have not, however, heed em- 
bodied in legislation. 


HANDICAPS OF DEPARTMENT OF 
STATE 


Nevertheless,the State Department 
has not thoroughly planned the sub- 
ject of neutrality. Ido not blame the 
State Department. It is inconceiv- 
able, I think, that it should be able to 
lrandi@the complicated breadth of this 
subject with its present facilities. The 
State Department is that department 
of government which is charged with 
the task of keeping the United States’ 
relations with foreign countries during 


time of peace in such condition that, 


they may never lead us into a time of 
war. In other words, it is charged 
with the duty of making neutrality 
work if there is a war, and with keep- 
ing the United States in general from 
involvement in any such struggle. 
How do we treat that Department, 
which has this enormous task, which 
is of such great importance to the wel- 
fare of the United States? Look over 
the appropriations since 1933. In 
that year, 1933, the total appropria- 
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tions for the Department of State were 
$14,000,000. The only executive de- 
partment which had a smaller appro- 
priation was the Department of Labor, 
which had $13,000,000. For the 1938 
appropriations, the State Department 
has crept up to $15,000,000, the De- 
partment of Labor has gone up to 
$24,000,000, and in the meantime the 
Department of Labor has steadily 
been receiving more than the Depart- 
ment of State. 

Look at the other Departments. 
Agriculture: in 1933 the appropriation 
was $317,000,000, reaching a low of 
$71,000,000 in 1935, but now up to 
$553,000,000. Commerce: in 1933 it 
was granted $45,000,000, more than 
three times as much as the Depart- 
ment of State, and for 1938, $72,000,- 
000, in contrast to $15,000,000 for the 
State Department. The Department 
of the Interior: the sum ranges from 
$32,000,000 to $72,000,000, in contrast 
to the State Department’s $12,000,000, 
$13,000,000, $14,000,000, and $15,000,- 
000. And the War and Navy Depart- 
ments: the appropriations were $329,- 
000,000 and $466,000,000 in 1933, and 
in 1938 reach a total of nearly $1,000,- 
000,000 for both together. 

Of course, it is very important that 
the War and Navy Departments 
should be in a position to see that the 
United States is victorious if it be- 
comes involved in a war, but perhaps 
it'is also of importance that the De- 
partment which is charged with keep- 
ing us from the necessity of utilizing 
the Army and Navy should be more 
adequately staffed. 


LACK OF PLANNING FoR NEUTRALITY 


The Congress, of course, has held 
some hearings on the subject of neu- 
trality, but it. is not a subject which 
can be handled by hearings. It re- 
quires long, patient investigation and 
research. That kind of thing is a con- 
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tinuing problem, and must be worked 
out in ways which cannot adequately 
be covered by the testimony of a few 
persons having a few moments to talk 
before a committee. 

If the inefficiency of our Govern- 
ment were not so familiar, I think we 
would be more and more surprised as 
we note the lack of planning in the 
field of neutrality. Contrast it with 
the situation which exists in regard to 
planning for war. We have our Army 
War College and our Navy War Col- 
lege and our General Staffs for the two 
services, whose constant duty it is to 
think up hypothetical situations in 
which the United States might be in- 
volved in time of war and to seek their 
solution. What have we comparable 
to that in the investigation of the prob- 
lem of keeping out of war? ‘There is 
nobody charged with the duty of try- 
ing to envisage the hypothetical situa- 
tions and to see how the United States 
might meet them. 

Consider the problem of eliminating 
war profits—again a question of what 
we are going to do if we actually are 
involved in war. In 1930 a War 
Policies Commission was established 
with Cabinet members and repre- 
sentatives of the Congress. That step 
came only after eight years of bills 
pressed in both houses. That Com- 
mission worked for two years and it 
had the advantage of the very 
thorough study and preparation which 
the War Department had been giving 
to that particular problem over “many 
years. There we had an executive de- 
partment adequately staffed and de- 
voting a great deal of attention to the 
solution of difficulties. 

E is on the basis of a two-year study 
by this War Policies Commission that 
the various continuations of the efforts 
to restrict war profits and to provide 
for industrial mobilization in time of 
war have proceeded in the Congress. 
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They have not solved the problem yet, 
but they have devoted to 1t much more 
intelligent planning than has ever, in 
Government circles, gone into the sub- 
ject of neutrality. 


NEUTRAL RIGHTS 


What are some of the specific things 
that require planning? What are 
some of the things that have appeared 
in the current legislation which suggest 
the absence of adeguate planning? 
Consider, for example, the Administra- 
tion bill in 1936 which, as introduced 
by Mr. McReynolds in the House, 
contained a phrase that “the United” 
States reserves and reaffirms all rights 
under international law as it existed 
prior to August 1, 1914.” Did Mr. 
McReynolds, or did any representative 
of he Department of State, seek to 
make a statement as to what those 
rights were on August 1, 1914? Did 
anyone seek to say what final position 
we had taken upon the various points 
which were the subject of dispute dur- 
ing the World War? .Notatall. And 
I think any official of the Department 
of State today would find it extremely 
difficult to make any statement on 
many of the controversial isses which 
he within that field. In othtr words, 
that statement was made, I believe, 
without any thorough appreciation of 
what it involves. 

In 1927 we made an agreement with 
the British Government by which we 
reciprocally renounced our war claims, 
but reserved all our rights under in- 
ternational law. Unfortunate, I think, 
was that result, particularly if con- 
trasted with the results of some earlier 
situations. You will remember that 
under fhe treaty negotiated by John 
Jay fn 1794 we set up with Great Bri- 
tain an arbitral commission, a tri- 
bunal, which passed upon the viola- 
tions of American neutral rights and 
the breaches of American neutral du- 
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ties, and assessed damages both 
against the United States and against 
Great Britain. Similar settlements 
were made of our claims against the 
French and the Spanish. After the 
American Civil War we had two arbi- 
tral tribunals dealing with the same 
subjects, and as a result of the princi- 
pal one, passing on the “Alabama 
claims,” Great Britain paid us $15,- 
500,000 for the violation of her neutral 
duties. 

The result of those precedents was 
that the law came through the viola- 
tions of law stronger than before: but 
unfortunately the violations during 
the World War have received no ad- 
judication, and the law necessarily has 
suffered in consequence. 

Now, we hear a great deal to the 
effect that it would be impossible t get 
any agreement on these neutral rights, 
and that such agreements are worth- 
less anyhow. As a matter of fact, I 
think that history indicates that they 
are not nearly sê worthless as some 
people assume. We are always struck 
by the individual cases of violation 
which occur, particularly in a time of 
war, when we are very much excited 
by—the-situation in general. But 
there wêre hundreds of ships which 
crossed the Atlantic and reached their 
destination, to every ship that was 
sunk or intercepted in violation of a 
rule of international law during the 
World War period. The amount of 
respect that was paid to the rules of 
international law, the amount of 
safety and protection which the law 
afforded to neutral traders, was very 
much greater than is popularly sup- 
posed, because of the emphasis which 
has been placed upon the breaches of 
the law. À 

There is a good deal of indication in 
British official and unofficial circles 
that the British are not at all satisfied 
with the positions which their govern- 
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ment took during the World War, that 
they think it was unwise for them to 
take those positions, and that they are 
quite ready to agree upon a restate- 
ment of the law of neutral and bel- 
ligerent rights in some realistic fashion 
which would take account of the 
World War situation. 

That has been the experience 
through the course of some three cen- 
turies. The immediate reaction after 
a war is, “The law is useless; it is al- 
ways violated.” But always the expe- 
rience of governments and of peoples 
has been that they cannot get along 
without some form of agreement, no 
matter how weak it may be; and in 
every case there has been, sooner or 
later, some new definition of rights, 
and these definitions have proved 
valuable or else they would not have 
been continued over that long period 
of history. 


Armep MErRcHANTMEN 


Look at some of the specific ques- 
tions about which we had great dif- 
ficulty during the World War, which 
were very largely at the root of our 
quarrels both with the Allies and with 
the Central Powers. Take the ques- 
tion, for instance, of armed merchant- 
men. In January 1916, Secretary 
Lansing sent a communication in 
which he took the position that any 
armed vessel was offensively armed 
and’ was in effect a war vessel. In 
March 1916, Secretary Lansing issued 
a memorandum which was of directly 
contradictory import, the effect of it 
being that any submarine must af- 
firmatively prove before attacking an 
armed vessel that the arms on that 
vessel were intended for offensive use. 
And it was on the basis of that posi- 
tion that the United States protested 
against the German submarine action. 
There is a very respectable body of 
academic opinion which considers that 
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Mr. Lansing’s position in his first 
statement was very much sounder 
than his position in his second state- 
ment. 

There were other problems con- 
nected with armed merchant ships, and 
in the present legislation the words 
“armed merchantmen” have been in- 
serted in a section which formerly 
dealt only with submarines, in regard 
to their admission into American 
ports. There is no indication, how- 
ever, in the debates, in the hearings, 
in anything which has been made 
known to the public, that any recent 
redetermination has been made in re- 
gard to this subject or that the United 
States Government is now ready to 
say, in case the situation arises in 
another war, what stand we will take 
on the issue of armed merchantmen. 


SUBMARINES 


Take the question of submarines. 
There we have an example of some ac- 
tivity in the Washington Disarma- 
ment Conference of 1921-1922, and 
in the London Disarmament Confer- 
ence of 1930. A treaty was adopted 
dealing with the question of visit and 
search by submarines. The 1930 
treaty has now been accepted by a 
group of the important naval powers, 
including England, France, the United 
States, Italy, Germany, and Japan. 
That isan advance. It covers a num- 


ber of the problems. It does not cover, 


all of them. We had in 1928 a Pan- 
American convention, signed in’ Ha- 
bana, on the general subject of mari- 
time neutrality. With all due respect 
to those who drafted that treaty, it 
seems to me an utterly ineffectual doc- 
ument which takes no account of the 
experiences of the World War period 
and leaves unsettled most of the prob- 
lems which gave us concern at that 
time. The other problems connected 
with submarines, such as their admis- 
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sion into American waters and the 
treatment of merchant submarines, 
have not been canvassed; and yet we 
are undertaking to legislate about 
them and to throw on to the President 
the duty or the power to regulate 
them before Congress or anyone else 
is aware of what stand we might prop- 
erly take. 


AIRCRAFT 


Take the question of aircraft. 
There is now inserted in the pending 
bills, where formerly only vessels were 
mentioned, the word “aircraft’— 
“Neither vessels nor aircraft can carry 
goods, or can do this or that.” What 
study has there been of the tremen- 
dous potentialities of the difficulties 
arising out of the developments in 
aviation, with the clipper ships span- 
ning the Pacific, with airlines covering 
both the North Atlantic and the South 
Atlantic—the South Atlantic at pres- 
ent with both French lines and Ger- 
man lines, and the® North Atlantic 
probably this summer? Certainly 
within a few years we may look for 
the rapid development of the crossing 
of both of those seas. With all that 
development, with the enornreus loads 
which planes even at this time can 
carry, and with the rapid strides which 
aviation is making, it is certain that 
the problem of transport of goods by 
air in the next war is going to be a 
problem of enormous difficulty. And 
yet one looks in vain for any consid- 
eration of that problem in the discus- 
sion of neutrality. It is all framed 
in terms of carriage of goods by sea, 
although there are many commodities 
of utmest importance in war which 
can beecarried in sufficiently small 
bulk fo be of large importance when 
carried through the air. 

There was a commission which met 
at The Hague in 1923, as a result of a 
resolution of the Washington Disarm- 
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ament Conference, to consider prob- 
lems of aircraft and radio in war. 
They made admirable suggestions, but 
were unable to solve some of the most 
important problems; no government 
has ever accepted the recommenda- 
tions of the commission, and the whole 
subject remains in an absolutely cha- 
otic state. 


Various PROBLEMS 
There is the problem of recruiting of 
foreign armies in this country during 
periods of neutrality. There is the 


a Problem of controlling foreign propa- 


ganda. Both of those have been cov- 
ered in individual bills submitted to 
the Congress, but no study has really 
been given to them. 

There is the question of the false 
flying of the American flag on bellfger- 
ent vessels. That also has been cov- 
ered in some bills, but not accepted. 
There is the question of the sale of 
American ships to foreign flags to 
avoid the restri@tions which we are 
putting on the American merchant 
marine, but there has been no thor- 
ough study of that problem, and the 
suggestions in favor of it have been 
rejected.~ 

Take*the whole problem of what 
our stand was after we became a bel- 
ligerent in the World War as con- 
trasted with our position as a neutral. 
The subject has been very interest- 
ingly set forth in an article by Dr. 
Morrissey in the January issue of The 
American Journal of International 
Law. But there remain serious con- 
flicts in our position in regard to such 
matters as black lists, the coxtrol of 
coal supplies for ships’ bunkers, and 
the like, and there is no evidence that 
we are prepared now, if war should 
break out tomorrow, to know what 
line we should follow between the con- 
flicting precedents of the past. 

These are all problems which can 
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arise or are sure to arise, despite the 
adoption of our cash-and-carry sys- 
tem or our embargoes of various kinds 
and extents. I am leaving aside en- 
tirely the old problems of contraband 
and blockade, which we hope, although 
we do not know, will be eliminated by 
this new type of legislation. 


ADMINISTRATIVE DIFFICULTIES 


On the administrative side, what 
has been done to see whether our cus- 
toms administration is adequate for 
the enforcement of the kind of em- 
bargo legislation which we are now 
putting on the books? During the 
World War it was found necessary to 
resort to the practice of X-raying bales 
of cotton and other shipments in or- 
der to find out what was concealed 
within them. Attempts have been 
made to pass legislation punishmg the 
false branding of goods and the falsi- 
fication of destinations, but no thor- 
ough attempt has been made to han- 
dle the problem. The new legislation 
calls for the determination by the 
United States as a neutral of the ques- 
tion, which before has always rested 
with the belligerent, whether a ship- 
ment destined to a neutral country is 
in fact destined to go on a continuous 
voyage to a belligerent country. It 
requires a great deal of administrative 
machinery to detect that kind of con- 
tinuous voyage. No attempt has 
,been made to perfect our administra- 
tive setup so that the belligerents 
themselves could be at all satisfied 
that we were prepared to enforce our 
own law. 

Take the problem of trade over the 
Canadian border, which has been gen- 
erally ignored in a concentration upon 
the question of overseas shipment. 
Take the whole question of war in the 
Far East. Again, despite some slight 
attention to it recently, this has been 
generally ignored in favor of an as- 
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sumption that the war for which we 
are planning is a general European 
war. 

We are a party to a treaty, the Ar- 
gentine Anti-War Pact, which we re- 
affirmed last December at Buenos 
Aires, in which we have agreed, in our 
attitude as neutrals, to exercise the 
political, juridical, or economic means 
authorized by international law to 
bring the war to a close. Despite the 
attention paid to this subject at the 
Buenos Aires Conference in 1936, I 
think there is not yet any clear con- 
ception of what those means are and 
what action the United States could 
take in that field. 


Toe Quota SYSTEM 


There is very much in the way of 
planning that might well go on before 
we are prepared to give final answers 
on the subject of economic and finan- 
cial problems. Consider the quota 
system which was put into the Ad- 
ministration bill last year. No study 
was made, no proposals were made, as 
to the administration of the quota sys- 
tem. Of course, it would be enor- 
mously difficult. Nevertheless, there 
are a great many precedents, both in 
our own history and in the experience 
of foreign countries, which could be 
analyzed and studied, and we are now 
experimenting in a small laboratory 
way with our own legislation restrict- 
ing the export of tin plate scrap. But 


up to this time there has been no real ` 


study of the problem of administering 
quotas. 


How To Meer THE NEED 


There are a good many other prob- 
lems of that kind which I have not 
time to go into, and I merely want to 
suggest In summary two ways in which 
the necessary planning could be done, 
and two general needs of the situation. 
First, it could be done through the 
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kind of intergovernmental committee 
which was used in planning on the in- 
dustrial mobilization problem in war, 
that is, using various officers of vari- 
ous departments. ‘The same plan was 
followed in revising our nationality 
laws through an interdepartmental 
committee. Second, it could be done 
by an outside body according to the 
precedent of the study of the adminis- 
trative reorganization of the govern- 
ment. That task of planning needs to 
be done immediately. In my opinion, 
the legislation passed at this session on 
neutrality should again be made tem- 
porary, perhaps for two years, and 
should carry with it a provision for 
investigation and study by some ade- 
quate body. 

But even that is not enough, be- 
caus® these problems are going to be 
just as continuing, just as changing, 
as the problems which the Army and 
Navy War Colleges are constantly 
studying. For years, the Navy War 
College has been studying problems of 
neutrality, having lectures on them, 
posing problems and working them 
out. Is there any reason why the 
same sort of study should not be made 
from the angle of the Department of 
State, whose job it is to keep uf out of 
war, and whose job it will be to make 
effective any neutrality legislation 
which we may adopt? 


HAPHAZARD LEGISLATION 


Of course, I am not sufficiently aca- 
demic to suppose that anything of this 
kind will be done. We will pass legis- 
lation along the lines of our practice 
during the last two years, it will be 
debated hither and yon in Congress, 
there wil] be some hearings—they get 
briefer as time goes on—and then 
when the test comes, as it came in the 
Spanish civil war, we will be amazed 
to find that our legislation did not 
contemplate that contingency, and a 
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great many people will say, “You see, 
neutrality legislation is perfectly fu- 
tile.” Haphazard legislation cn-any 
subject is futile. Until we get to the 


point of realizing that we must have 
a planned neutrality, our neutral- 
ity legislation will of necessity be fu- 
tile. 
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Dangers of Local Neutrality Legislation 


By Wiuuram R. CASTLE, JR. 


EUTRALITY legislation can 
never safely be a local matter un- 

less it simply codifies for local use what 
has come to be called the international 
law on the subject and goes no farther. 
If the American Congress passed a 
law that in case of a foreign war the 
United States Government must treat 
all belligerents alike, carrying on what- 
ever intercourse may be carried on 
with utter and absolute impartiality, 
such a law would not make it either 
more or less likely that we should be 
involved. Our local law would in that 
case merely confirm international law. 


ÜRIGIN or NEUTRALITY 
REGULATIONS 


We must remember, however, that 
neutrality regulations did not origi- 
nate as war preventives. It had been 
customary for nations at war to ignore 
almost wholly the rights of nations not 
at war. Neutral territory was violated 
almost at will. Neutral ports were 
used by belligerent vessels for refitting 
and replenishing. Armies marched 
through nations and involved those 
nations in war only if they behaved in 
a particularly outrageous manner. 
Rules of neutrality were therefore de- 
vised to assist the neutrals in knowing 
what they could safely do, and per- 
haps even more to assure that neither 
belligerent was given by the neutrals 
any special advantages over the other 
belligerent. These rules were primar- 
ily the codification of gradually grow- 
ing custom but custom was often 
phrased in legal language by interna- 
tional meetings or by students of in- 
ternational law. It was well under- 
stood that the rules could be revised 


or amplified only as a result of inter- 
national conference and agreement. 

The entire situation was changed, 
theoretically at least, by the formation 
of the League of Nations. Theoreti- 
cally there was no longer to be any 
such thing as neutrality. On the out- 
break of hostilities the League of Na- 
tions was to name the aggressor and 
automatically all the nations members 
of the League were to be at war with 
the aggressor nation. This automatic 
action simply does not occur. The 
League sometimes discusses the ag- 
gresser, has even named the aggressor, 
but in the twenty years of its existence 
has never been able to find anything 
like a formula which will work almost 
automatically® in determining the 
guilty party. The regult is that the 
trouble is generally over before any 
decision is reached. Another difficulty 
is that if a decision is reached, the 
member nations cannot be trusted 
to carry out the mandate, of the 
League. o 

If the League, as an international 
organism, had devoted itself during 
the years of its existence to bringing 
rules of neutrality up to date, it might 
have accomplished more of permanent 
value than it has accomplished. Ac- 
tually, the new League theory not hav- 
ing worked, and no concerted effort 
having been made since the war to 
modernize rules of neutrality, there is 
more copfusion than ever. New in- 
struments of warfare, for one thing, 
have produced new problems of neu- 
trality, and none of these problems 
has been settled. Nor are we here 
in America helping to clarify the situ- 
ation by making our own rules, since 
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they will in no way bind any other na- 
tion. 

Let it be said immediately, however, 
that our recent so-called neutrality 
legislation has little kinship with the 
international rules of neutrality which 
determine general conduct during a 
war. Our legislation is frankly selfish. 
We are interested only in keeping our- 
selves out of war. And it is fortunate 
that in this aim our legislation has not 
seriously infringed international neu- 
trality rules. What our statesmen fail 
to see is that we can surely keep out of 
war only if there is no war; that efforts 
to prevent world war might be much 
more fruitful than efforts te prevent 
involvement after war is started. 
This being the purpose of the legisla- 
tion, however, to keep us out of war, it 
is necessary to discuss the matter 
largely from the point of view of our 
own safety. 


CRITICISM OF Bruus® PRESENTED 


Different bils were introduced in 
the House and the Senate. Both said 
that when the President shall find that 
a state of war exists he shall proclaim 
the fact. There is a certain danger 
even Inethis opening statement. Why 
shoul® the President of the United 
States be the judge as to whether war 
exists between, let us say, Japan and 
China? The very fact of a proclama- 
tion that there is war might so inten- 
_ sify the feelings of one or both belliger- 


ents that war actually would result.” 


The proclamation, perhaps ill-timed or 
unfair from the point of view of one 
or both belligerents, might even irri- 
tate one of them into an attack on the 
United States. How should we have 
liked it if at the time Persking was 
chasing Villa into Mexico sonfe great 
power had announced that we were 
at war with Mexico? 

The same criticism 1s probably true 
of the next section, which envisages 
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successive proclamations as it appears 
that other states are involved. It is 
even more dangerous when legislation 
touches on civil strife. How is it pos- 
sible for the President to decide 
whether “such armed conflict is of 
such a magnitude or is being conducted 
under such conditions” that the export 
of arms “would endanger the peace of 
the United States’? Yet these par- 
ticular phrases are much prized by the 
authors of the bills as, in their opinion, 
wisely limiting and ' circumscribing 
the President’s discretion. When a 
friendly government is faced with civil 
disorders, the United States should 
continue normal activities with it at 
least until the rebellion has reached 
such a point that the world is com- 
pelled to recognize the rebels as bellig- 
erents. Then, and only then, should 
an embargo against shipment of arms 
be applied, as the law already applies 
it in the case of foreign war. 

The two bills differed principally in 
that the House measure gave to the 
President far greater discretion as to 
when, if ever, he should extend the pro- 
hibition solely against “arms, ammuni- 
tion and implements of war” to other 
commodities after actual war had be- 
gun. If you consider the purpose of 
these bills to be to keep the United 
States out of war, the less discretion 
the President has, the less danger we 
shall be in. It is always unwise, and 
itis generally dangerous, to change the 
rules in the middle of a game. It may 
préve also to be quite unneutral to 
change the rules in the middle of the 
game. 

If the President has this discretion, 
it really means that the Executive, in- 
stead of the people, has the decision 
as to which belligerent we shall sup- 
port or whether we shall maintain neu- 
trality. If, for example, in the middle 
of a European war the President sud- 
denly issued a proclamation that goods 
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might be shipped, after they were 
bought and paid for, only on the ships 
of the belligerent nation buying the 
goods, it must mean that these goods 
—cotton or oil or foodstuffs or what 
not—would be permitted to go only 
to Great Britain, as Great Britain in 
the next war will surely control the 
seas unless there is a gigantic combina- 
tion against it. There is hardly a 
shadow of neutrality in this. There 
is also serious danger of a clash in this, 
because the nations unable to trans- 
port these necessities will certainly 
feel themselves discriminated against. 


Our Ricuts ABANDONED 


Probably the greatest difference be- 
tween the new so-called neutrality leg- 
islation and the old—and by old is 
meant all legislation of the kind prior 
to the war—is that formerly Congress 
has defended our rights as a neutral, 
whereas now it is abandoning those 
rights because it believes that a de- 
fense of them might embroil us in war. 
Present legislation undoubtedly marks 
a definite trend toward isolation. It 
is therefore in strong contradiction to 
the policy of the Department of State 
to build up friendly international 
trade. Either this fact is not recog- 
nized by the Department or else we 
have here another example of the at- 
tempt to carry on utterly conflicting 
policies which inevitably negative each 
other. : 

In a publication of the Department 
of State which came out soon afte the 
war, Mr. Carlton Savage says in refer- 
ence to the suggestion that American 
citizens be prohibited from traveling 
on armed merchantmen: 


If in this instance the United States 
should allow expediency to take the place 
of principle, he [President Wilson] felt that 
the way would inevitably be open for fur- 
ther concessions. . . . The whole structure 


e struggle for world peace.” 
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of international law might crumble under 
our hands piece by piece. 


Today the attitude is diametrically 
opposed to this idea. Instead of join- 
ing with other nations in maintaining 
neutral rights, we have abandoned, so 
far as we are concerned, those rights; 
we have thus struck a blow at the 
gradually developing rules of interna- 
tional law. Our old policy kept us 
within the stream of world progress. 
The new policy isolates us. If such 
isolation would have the effect of cer- 
tainly keeping us out of war it might 
be defensible even though wholly sel- 
fish. But it certainly will not be any 
sure bulwark against involvement. 


EMBARGO ON WAR SUPPLIES 


Foy a good many years there has 
been a law to prevent the shipment of 
arms to countries in this hemisphere 
where civil strife exists. This legisla- 
tion was intended to put a stop to civil 
war, or at least to shorten the confla- 
gration and to prevent it from spread- 
ing. Mr. Stimson, when he was Secre- 
tary of State, urged that the President 
be given authority to embargo ship- 
ment of arms to any country or coun- 
tries at war, thus extending tig Presi- 
dent’s power to act throughout the 
world. He said, “The taking by the 
United States of this additional step 
in its domestic policy will tend to give 
encouragement and momentum to the 
There was 
again no thought of neutrality, but 
there was a much higher thought than 
the present desire merely to keep us 
out of war; it was a wish to help the 
whole world to keep the peace. 

When’ this proposal was forwarded 
to Corgtess President Hoover wisely 
asked that his authority be limited. 
In other words, he wanted to embargo 
shipments of arms and ammunition 


only when he could reach agreement 
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with the other principal arms-pzoduc- 
ing nations that they also would put 
on an embargo. The President 
pomted out that any holding back on 
our part would be merely a futile ges- 
ture unless such an agreement could 
be reached. All this was legislation 
to control the shipment of arms. Its 
purpose was clearly stated to be to 
prevent or to circumscribe war. It 
was not in any way a selfish with- 
drawal of the United States from the 
concert of nations, but, on the con- 
trary, permitted us to join in common 
action with others. This proposal 
was, of course, refused by Congress, 
which was not at that time willing to 
agree to any proposal made by Presi- 
dent Hoover. 


Ar THE Presmpent’s DIscRETIgN 


In 1933, after the inauguration of 
President Roosevelt, similar resolu- 
tions were introduced in Congress but 
with the added provis&, particularly 
asked for by Mg. Roosevelt, that the 
President might decide on the aggres- 
sor and act accordingly. In other 
words, the President would have done 
on his own initiative what the League 
of Nations has never been able to do 
—would have decided which nation 
was the aggressor and would have put 
an embargo on the shipment of war 
supplies to that nation only. 

This bill was passed by a subservient 
House. But the Senate realized that 
any such authority exercised by the 
President would almost certainly in- 
volve us in the war. The Senate 
therefore amended the bill to make 
treatment of all belligerents equal. 
In other words, it insisted on,neutral- 
ity. The House would not recede 
from its position nor would the Senate, 
and in consequence no bill at that ses- 
sion became law. It was felt at the 
time that pressure from the President 
would have put through a neutral bill, 
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but it was freely said by Mr. Roose- 
velt’s supporters that the White House 
lost all interest when it became clear 
that the discretionary clause, so- 
called, would not be included. 

In 1935 the Administration, again 
through the Department of State, 
pressed for the right to permit the 
President to name the aggressor. This 
was done largely in executive hearings 
before the committees, and as a result 
there was no wide public discussion of 
the matter. Congress stood firm— 
passed the neutral legislation which 
we all know about, putting an embargo 
on the shipment of arms, ammunition, 
and implements of war to belligerents 
as soon as the President, by procla- 
mation, affirms that a state of war 
exists. 

As the legislation now stands, this 
embargo comes into effect automati- 
cally when a state of war has been 
proclaimed. Some opponents of the 
measure claim that if the same prin- 
ciple should be adopted by the nations 
of the world generally it would be 
likely to increase rather than to dimin- 
ish war, by making all nations manu- 
facturers of arms and by starting an 
armament race. The only alternative 
to this they claim would be to throw 
all power into the hands of the nations 
able to manufacture arms. They add 
that this would make war the order of 
the day until all the weaker nations 
hati been absorbed by the stronger na- 


* tions and until there was a final war 


to decide who should rule the earth. 
All that kind of talk is purely theo- 
retical and is nme-tenths foolish. The 
fact remains, however, that an em- 
bargo against shipment of arms to 
belligerents, either in a foreign war or 
in a civil war, has nothing to do with 
neutrality, that its aim is solely to 
shorten the war, that its result will 
almost inevitably tend to aid one of 
the disputants to the disadvantage of 
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the other. At least it does not offend 
against technical rules of neutrality. 


QUESTIONABLE ASPECTS OF THE BIL 


There are certain aspects of the 
present law, or of the bill which is 
likely soon to become a law, which it 
may be worth our while to touch on. 
When a state of war is declared to 
exist, the President is supposed to pro- 
hibit travel by Americans on bellig- 
erent vessels except under certain nar- 
row exceptions. On the whole, this 
particular regulation has been enthu- 
siastically accepted and most students 
of international law would feel it fully 
justified. When the earlier drafts of 
the law permitted such travel “only at 
the risk of the individual,” the United 
States Government was put in an un- 
tenable position. It: permitted what 
it would not defend. Absolute prohi- 
bition, therefore, is far more reason- 
able and defensible. Few people 
would insist that an American citizen 
has the right to endanger the peace of 
his country merely because he happens 
to want to travel on a belligerent ves- 
sel instead of some other. 

We must remember, however, that 
even this popular clause of the law can 
be unneutral. For example, during 
the Italian-Ethiopian trouble it was 
rather absurd to prohibit travel on 
Italian merchantmen if the purpose of 
this prohibition was to protect the 
lives of American citizens. Ethiopia 


had no ships of any kind except small ° 


boats on Lake Tana, and the Itatians 
quite rightly, therefore, considered the 
prohibition as unneutral in spirit if not 
technically unneutral. 

There seems to be a possibility that 
the cash-and-carry policy, now in- 
cluded in the permanent measure, may 
be limited to a couple of years. This 
would be wise. The policy is very 
sweeping. Its effect on American 
trade and on the American merchant 


111 


marine cannot now be tested. Much 
that was said for it in the debates is 
ingenuous, to say the least. Certainly 
it appears foolish to put in a perma- 
nent measure a totally new and un- 
tried policy which, in spite of the 
claims made in its behalf, may lead to 
serious trouble. 

Fortunately, on the other hand, the 
Administration has not included in 
this measure its idea that trade with 
belligerents shall only be equal to the 
normal trade. This is theoretically a 
good idea, but it would be utterly im- 
possible to enforce. On the other 
hand, what the Administration does 
not seem to realize is that the embargo 
on loans to belligerents would of itself 
keep down trade to its normal volume 
without further legislation. The ab- 
norngally large volume of trade during 
the World War was made possible 
solely by huge American loans. 

One other, perhaps comparatively 
unimportant#section of the bill—that 
dealing with armed gmerchantmen— 
should also be much more intensively 
studied before being included in per- 
manent legislation. The changes in 
the implements of war, in the methods 
of carrying on war, have been so tre- 
mendous in the last few years s that any 
attempt to legislate hurriedly and lo- 
cally on the use or non-use of new im- 
plements is very dangerous. 


WEAKNESSES OF NEUTRALITY 
LEGISLATION 


This whole new variety of neutral 
legislation, it must be remembered, has 
been tested so far only in the war be- 
tween [Italy and Ethiopia. During 
that war there was not the slightest 
danger that America would become in- 
volved unless our Government actu- 
ally attacked the Italian Government. 
It must be said, however, that the 
lessons drawn from this war are, first, 
that the mandatory provisions of the 
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law created no bad feelings, and, sec- 
ond, that all other actions taken, in- 
cluding the extra-legal statements of 
the President that Americans might 
trade only at their own risk, were 
greatly irritating to Italy as being un- 
neutral. They were unneutral be- 


cause they were aimed at one belliger-. 


entonly. They did not get us into the 
war because Italy was busy elsewhere 
and because the Italian Government 
was a little contemptuous of our 
stand. They do indicate that care- 
fully thought-out mandatory legisla- 
tion is less dangerous than permissive 
legislation. 

The trouble with all this legislation 
is that it calls itself legislation to 
keep us out of war and there is serious 
danger that it will put us into what- 
ever serious war occurs. It gs ill 
thought out and ill digested. Its pur- 
pose of keeping America out of war is 
immensely popular but is not in any 
way altruistic, because it is wholly 
selfish. It ignoges the undeniable fact 
that until human nature is changed 
the only way surely to avoid involve- 
ment in war is not to have any war. 

And, finally, is not all this legislation 
false because it is based on false 
premises? How many people have 
thought through the causes of war? 
Most of us have accepted such things 
as the report of the Senate Munitions 
Committee and books which have been 
written about the economic causes of 
war. But the causes of war are gen- 
erally not economic. Wars to gain 
new territory have generally been the 
result of arrogance and pride. There 
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are wars which are caused by fear. 
There are sometimes nations which 
enter a war for what appear to be al- 
truistic purposes. This, however, is 
hardly possible in a democracy where 
the people as a whole decide, since no 
democratic nation is willing to risk the 
lives of its citizens and its standing in 
the world to go out on some expedition 
like Sir Galahad to rescue those in 
trouble. 

With all the prohibitions m the 
world and with all the giving up of our 
own rights, we are going to get into 
another war just as we got into the 
last war, not because somebody lends 
money to the belligerents, not because 
we are prevented by one belligerent 
from selling to another belligerent, but 
because somehow our pride is offended 
or because we fear that the success of 
one or the other of the belligerents 
would mean the downfall of our own 
system of government. Popular edu- 
cation and understanding of interna- 
tional affairs and appreciation of what 
other nations are trying to do is going 
to do more toward keeping us out: of 
trouble than is any local legislation. 

I do not say that this is true of in- 
ternational legislation. I should be 
one of those most eager to see the 
United States take the lead at an in- 
ternational conference to devise means 
to prevent war in this world. This 
Government could take the lead in 
sueh international regulations if in ad- 
vance of any conference other nations 
could somehow be assured that what 
the American delegates did would not 
be repudiated. 


William R. Castle, Jr., LL.D., D.C.L., was Under 
Secretary of State of the United States from 1931 to 
1938. He was” appointed Assistant Secretary of 
State in 1927; was chief of the Division of Western 
European Affaire from 1921 to 1927; and served as 
Ambassador to Japan during the period of the Naval 
Arms Conference in London, 1930. 


How Can the United States Aid in Maintaining Peace? 


By Frerix MORLEY 


T IS over twenty-three centuries 
since the outbreak of the Pelopon- 
nesian War, in which oligarchic Sparta 
and democratic Athens sought success- 
fully for nearly a generation to destroy 
the glory that was Greece. Yet this 
war, so far back in ancient history that 
even its name is unfamiliar to many of 
us today, is now in many of its funda- 
mental aspects being repeated in 
Spain. 

Let us for a moment reopen the 
pages in which Thucydides gives his 
graphic account of the upheaval in 
Greece more than four centuries be- 
fore the birth of Christ. There was, 
he says, “every form of murder and 
every extreme of cruelty.” In this 
civil strife “the father slew the son and 
the suppliants were thrown from the 
temples.” The prime cause of the 
fighting, he points out, was the lust for 
power and gain. But once war is be- 
gun, “men are tempted by dire neces- 
sity.” In consequence “there was no 
treaty binding enough to reconcile op- 
ponents; everyone knew that nothing 
was secure and therefore he thought 
only of his own safety; he could not 
afford to trust another.” And then 
the tragic, ultra-modern conclusion: 
“We have been driven to this,” say the 
Athenians in extenuation of their turn 
towards despotism, “for the sake of 
our own security, our honor and our 
interests. . . . It has always been the 
custom for the strong to rule the weak, 
and we consider we are fit to rule.” 


RESPONSIBILITY FOR PEACE 


“It has always been the custom.” 
And yet the ancient Greeks, in their 
Amphictyonic Council, had already 
planted that seed of the codperative 


idea which in our time has grown to 
somewhat frostbitten flower in the 
League of Nations. They had sought 
to put into operation the two funda- 
mental ideas of arbitration between in- 
dependent states and confederacy on 
equal terms. ‘There is nothing essen- 
tially new in the disastrous civil strife 
between conflicting social philoso- 
phies which today we see unrolled in 
the Iberian Penmsula. 
there is nothing new in the responsibil- 
ity for the civilized state to do all it 
can in maintaining the peace of the 
world community. 

This tragic rhythm of effort and 
frustration runs through all recorded 
history. And those who study the 
record are entitled seriously to ques- 
tion whetherethere has been anything 
really worthy of the pame of progress 
since the days when Sparta and 
Athens bled each other white, and 
when the exponents of democracy in 
this struggle arbitrarily violated the 
claim of Melos to stand neutral in the 
conflict. The answer of the Athe- 
nians to the protest of the Melians is 
also worth recalling today: 


We do not fear the judgment of the 
gods for we are doing nothing new. We 
know that men by the law of their nature 
will rule wherever they can. We did not 
make that law nor are we the first to fol- 
low it. We found it before our day and 
we shall hand it down after us. 


With such a heritage it would seem 
pardonable to deny any validity to the 
question posed to us. There is not 
necessarily undue cynicism in the as- 
sertion that the United States at the 
present time can give no constructive 
aid in maintaining peace. But if we 
come to that conclusion, to which the 
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lesson of history gives great weight, we 
shall clearly have to give equal weight 
to the experience of Melos and many 
other states which have vainly sought 
to maintain a comfortable isclation 
since the days of the Peloponnesian 
War. Possibly it is futile for us to co- 
operate with other nations in behalf of 
peace. But certainly only a fool can 
believe that national security is fur- 
thered by a refusal to codperate. Our 
military experts, who step up their es- 
timates of defense needs in direct pro- 
portion to the inclusion of mandatory 
provisions in neutrality legislation, 
are very clear on that. 


IperotocrcaL Basis or WAR 


I have gone back to the Peloponne- 
sian War because it is well for us to 
realize that there is nothing new in a 
form of hostility which is ideological 
rather than national in its basis. 
Sparta and Athens fought each other 
not as exponents of the modern con- 
cept of statehood, but essentially be- 
cause each thought its social order 
was menaced by the inferior pattern 
agreeable to its rival. So it was with 
all the religious wars and indeed with 
practically all organized conflicts down 
to the zile of the modern nation-state. 

But the present recurrence of this 
primitive form of struggle, as exempli- 
fied by the world antagonism of the 
fascist and communist ideas, seems 
new to our civilization. It has been 
a long time since nationalism became 
established as the basis of political or- 
ganization; and Americans, who do not 
like abstract ideas, hesitate to believe 
that wars of the future may refuse to 
be bound by nationalistic limits. Yet 
the return of the ideological type of 
struggle, waged continuously with 
propaganda and intermittently with 
arms, introduces elements which must 
be taken into consideration. 

Many of us had until recently as- 
sumed rather easily that a liberal na; 
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tionalism would in time, almost auto- 
matically, complete itself in some form 
of international organization. The 
rise of influential dogmas in which na- 
tionalism plays only a secondary part 
forces a reconsideration of this pleas- 
ant optimism. We have seen the way 
in which a ruthless minority leader- 
ship, exerted successfully by Japan, by 
Germany, and by Italy, has torn apart 
the structure of the league of demo- 
cratic nations which Woodrow Wilson 
visualized. An intense reaction from 
this development on the part of the 
American people is natural, the more 
so because during the period of its 
promise we did not have the intelli- 
gence t> realize how much a demo- 
cratic league of nations might have 
meant for our security. 

From the introverted American 
viewpoint, a large part of the world 
today appears as a ghastly exaggera- 
tion of the meaningless quarrels of the 
Guelphs and the Ghibellines; and if 
this were a true picture it would seem 
a sane policy for America to cry, “A 
plague on both your houses,” and to 
endeavcr to withdraw behind the shel- 
ter-belt afforded by two great oceans. 
That is certainly a prevalent attitude 
in this country today, and it is not dif- 
ficult to understand why. 


IMPOSSIBILITY OF [SOLATION 


But the quarrels of Europe are not 
so meaiingless as they sometimes ap- 
pear. And even if they were, the iso- 
latignist attitude would be definitely 
impossible for the United States as 
we know it and as most of us wish 
to see it maintained. To everyone 
who realizes how intimately the very 
fiber of our society is connected with 
the outside world, it is evident that 
this country must, in its own behalf, 
do something in behalf of international 
solidarity. What it can do is another 
questior. 

One cf the factors which make iso- 
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iation impossible—the economic fac- 
tor—has already been touched upon 
at some length by other contributors. 
There is no need to labor that point. 
It is abundantly clear that the pres- 
ervation of what we are pleased to call 
the American standard of living, prob- 
ably even the preservation of the pres- 


ent social order in this country, im-- 


peratively demands continuous, and 
improving commercial coöperation 
with the outside world. It is perhaps 
theoretically possible for the United 
States really to withdraw within its 
own borders as the isolationists seem 
to desire. But it is certain that such 
a withdrawal could be accomplished 
only at the expense of revolutionary 
changes. There is little reason to sup- 
pose that such changes would stop 
short at the sharp curtailment of na- 
tional income and the sharp increase in 
hopeless unemployment which would 
be inevitable. 

The financial factor, though often 
discussed as though it were merely a 
part of the general economic picture, 
provides separate evidence that isola- 
tion is an impossible course. When we 
read that the death penalty has been 
decreed in Germany for those who vio- 
‘late the rules of financial autarchy, we 
realize both how primitive and how 
impossible of success is such an at- 
tempt. Our need for such controls is 
far less acute, but, even so, not the 
least of the problems confronting the 
Administration is the prevalence in 
this country of that “hot money” 
which has come here in spite of man- 
aged currency systems. The out- 
standing attribute of a managed cur- 
rency is its unmanageability. Real 
financial isolation, like economic isola- 
tion, would bring consequences far be- 
yond the imagination of those who 
talk of its theoretical feasibility. 

The impossibility of either economic 
or financial isolation really answers the 
question of whether or not political 


115 


isolation is a practical issue. But 
there are many who have no realiza- 
tion of this. An eminent Republican 
Senator has recently been advocating 
mandatory neutrality legislation as 
“insulation” for the United States. 
The phrase is reminiscent of the prac- 
tice of those terrified burghers who in 
the Middle Ages locked their doors 
and shutters to keep out the plague. 
There is no insulation by legislation 
against the infiltration of political 
ideas. 

The United States would go fascist 
or communist far more quickly by 


seeking to cut off all contacts with the «se 


outside world than it would if, with 
rising unemployment, the Govern- 
ment were to pay propagandists of 
these two systems to advocate them 
fromthe public platform in this coun- 
try. One of the most dangerous at- 
titudes in the United States is that 
which assumes that the setting up of 
barriers of ome kind or another will 
maintain the virtues, of our civiliza- 
tion while excluding the vices of 
others. That was the policy of the 
Chinese, our chief rival m an attitude 
of naiveté towards foreign devils. 

There is also a moral factor—and it 
is important—which makes otmpartic- 
ipation in the effort to maintain peace 
inevitable. Even if it were economi- 
cally, financially, and politically possi- 
ble, many Americans would be unwill- 
ing to fold their hands while the world 
sinks into a period comparable to the 
Dark Ages. If one asks why this is 
the case, at least two answers can be 
given. 

In the first place, it is not in charac- 
ter for the American people to be in- 
different to the world about them. 


Our cyrfosity may not always be pro- 


ductive, but at least it is always sin- 
cere and insatiable. In the second 
place, there is a growing national real- 
ization that power and responsibility 
gre, inseparable. Very few of us, in 
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the last analysis, would be willing to 
see the United States slip back into the 
position of a second- or third-rate na- 
tion. Many of those who are unwill- 
ing to see such a development fully 
realize that the maintenance of power 
demands an increasing acceptance of 
political responsibility in the world 
community. 

It seems foreordained, therefore, 
that the United States will continuc 
to work for peace. Nor is there any- 
thing essentially discouraging in the 
fact that we are now in a pericd where 
our past endeavors in this line have 


eam proved relatively fruitless, and where 


we are undecided and uncertain as to 
what new endeavors can profitably be 
made. Evidently what we need is a 
new diagnosis. That diagnosis is not 
difficult, though curative efforts gfter- 
wards may well prove to be so. In 
what follows I shall, therefore, at- 
tempt to discuss not what seems to me 
the ideal course so muchas that which 
seems severely practical at the pres- 
ent time. But diagnosis comes first. 


Basrc Sounpness or LEAGUE 
or NATIONS 


The League of Nations, as an effec- 
tive bagly for safeguarding peace, has 
clearly broken down. That outcome 
is not due to any fundamental mis- 
take in the formulation of the Geneva 
instrumentality. The idea in the 
minds of Woodrow Wilson, Lord Rob- 
ert Cecil, and the others who drafted 
the Covenant was as logical as it was 
essentially simple. On the assump- 
tion that the war had really made the 
world safe for democracy, it was rea- 
soned that democratic nationalism 
should lead to a form of federation. 
This seemed as logical for the. world 
in the early twentieth century as it 
had been for the American Colonies at 
the close of the eighteenth century. 

If that assumption had been true, 
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there would have been no occasion for 
criticism of the organic law of the 
League of Nations. All the bunk 
about Article 10 and American boys in 
Armenia would have done no harm; for 
the world confederation which the 
Covenant sought to set up was of the 
loosest possible character. The right 
of withdrawal from the confederation 
was specifically provided. The Cove- 
nant acted only upon the member 
states and not upon their citizens, 
which, you will remember, was one of 
the essential distinctions between our 
own Articles of Confederation and our 
Constitution. In other words, the 
League of Nations was designed not 
as a permanent union but as a purely 
voluntary association. It is a diplo- 
matic and not a governmental instru- 
ment. 


REASONS FOR DISABILITY OF THE 
LEAGUE 


The setbacks which the League has 
suffered since the Japanese invasion 
of Manchuria are not due to any con- 
stitutional defects, but fundamentally 
to the demonstrated fallacy of the as- 
sumption that the world had been 
made safe for democracy. The ob- 
vious evidence to support this asser- 
tion is found in the fact that it is the 
undemocratic nations which have 
found the Geneva experiment most 
unsatisfactory. It is an ironic politi- 
calaccident that the abstention of the 
United States, in spite of its loyalty to 
the democratic ideal, has also been one 
of the factors in the collapse. 

There are, of course, other reasons 
for the difficulties which the League 
has experienced. The League might 
well have surmounted its problems ex- 
cept for the depression which was an 
aftermath of the war that brought the 
League into being. It probably would 
have been more successful if there had 
been less effort to emphasize the the- 
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oretical equality of member states, like 
Guatemala and Germany, which are 
actually anything but equal on any 
realistic basis of comparison. But in 
the last analysis the major diffculty 
was clearly the false assumption of 
common political purpose among the 
major members. If Virginia and 
Massachusetts, as a comparison, had 
preferred the dictatorial to the demo- 
cratic form of government during our 
own period of confederation, it is clear 
that the United States could never 
have been successfully established. 

It is my belief that the dictatorships 
of today are much weaker, and the 
democracies much stronger, than may 
appear to be the case on the surface. 
But pending proof of this, it is neces- 
sary to conclude that the League of 
Nations, for as long a period as the 
world is divided into two antagonistic 
political systems, is not likely to fulfill 
its earlier promise. Nevertheless, the 
Geneva experiment has taught us 
many valuable techniques. Exami- 
nation of these techniques, and con- 
sideration of the reasons for their suc- 
cess, should enable us to answer with 
some assurance the question which we 
are posing. 


Co6OPERATION BETWEEN 
DEMOCRACIES 


In spite of the failures at Geneva it 
has been clearly demonstrated that 
practical and mutually profitable co- 
operation between democracies of 
fairly equal power is entirely feasible. 
And it is interesting to see how clearly 
this basic fact has been seized upon by 
the people of this country. 

Recently the Institute of Public 
Opinion conducted a poll to examine 
the popularity of various foreign coun- 
tries with the American public.’ Of 
those polled, 55 per cent placed Eng- 
land first, while 11 per cent selected 
France as their favorite country. In 
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spite of the very large part of our popu- 
lation with German and Italian blood, 
these two countries together received 
only 11 per cent of the votes, as against 
66 per cent for the two great democra- 
cies. Here is a clear illustration of the 
instinctive leaning of the American 
people towards the nations with a 
kindred political philosophy. This 
ballot could be rationalized by point- 
ing out the extent to which American 
institutions are based on English and 
French experience. But such inquiry 
isnot necessary. The point is that the 
American people have a natural desire 
to codperate with those European na- 
tions whose general outlook on life is 
akin to our own. 

This is only one of many indications 
that we would do well to build on this 
basic fdentity of interests between the 
United States, Great Britain, and 
France, whether or not our official 
action is taken, through the agency at 
Geneva. The League of Nations 
should be utilized as nfuch as possible 
in the development of such coépera- 
tion, for the simple reason that this 
would prevent anything of an exclusive 
alliance aspect, and would help to en- 
list the further coöperation Of those 
smaller democracies which are as akin 
to us in political philosophy as either 
Great Britain or France. But for im- 
mediate practical purposes, the liaison 
between Washington, London, and 
Paris is most important. 


EFFECTS or NEUTRALITY 
LEGISLATION 


Time is of the essence in working out 
this system of coöperation, partly be- 
cause the* United States, whether we 
act or whether we fail to act, exercises 
so great an effect upon the rest of the 
world. That this is not adequately 
realized here is shown by our bungling 
efforts in the field of neutrality legis- 
lation. Many Americans undeniably 
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believe that some form of mandatory 
neutrality will keep this country from 
taking sides in any future war. Wedo 
not realize that, because of our tremen- 
dous power, we swing the balance as 
soon as we say that we will not take 
sides. When we serve notice that we 
will draw no distinction between an 
aggressor nation and the victim of its 
aggression, we automatically favor the 
potential aggressor. We encourage 
him to proceed with a line of action he 
would not dare to follow if our position 
were not so defined. | 

The purely sentimental pacifism 
which is so strong in the United States, 
the pacifism which definitely encour- 
ages war by promising that the United 
States will do nothing to discourage it, 
is a line of thought which must be ex- 
posed in all its shallowness if we are to 
make any contribution to the cause of 
peace. 


COÖPERATION WITH BRITISH AND 


€RENCH 


But in spite of the destructive influ- 
ence of the defeatist pacifists, it is en- 
couraging to see that our contribution 
in practice has lately been tending to 
follow asline which a purely theoretical 
approfich would conclude to be de- 
sirable. In various fields we are defi- 
nitely tending to work with the British 
and the French. We are beginning to 
create new tissue to take the place of 
that which was destroyed in the inter-, 
national body politic by the injuries. 
the League of Nations has experienced. 
This is the more appropriate because 
of the part we played in weakening the 
Geneva enterprise. 

In the financial field the pocent tri- 
partite agreement between this coun- 
try, Great Britain, and Frahce has 
proved a development of definite prac- 
tical value to the United States and of 
even greater potential value as a rally- 
ing point for the permanent currency 


eS 
Tam ANNALS OF THE AMERICAN ACADEMY 


stabilization which will be necessary 
to permit enduring recovery. The 
way in which other democratic coun- 
tries are codperating in this agreement, 
and the de facto stability which it has 
helped to bring to the exchanges, illus- 
trate the value of a type of interna- 
tional action which our Government 
can initiate without fear of serious 
criticism from any quarter. 

In the economic sphere the field of 
possible governmental action on our 
part is very extensive. Illustrations 
of recent constructive actions are 
found in the World Textile Conference 
of the International Labor Organiza- 
tion, which has just terminated its 
valuable sessions in Washington, and 
in the establishment by the League 


‘ Council of a Raw Materials Commit- 


tee at Geneva, with Dr. Henry F. 
Grady, formerly chief of the Trade 
Agreements Section of the Depart- 
ment of State, as the American repre- 
sentative. 


Economic LEADS to POLITICAL 
AccorD 


This type of international action is 
admittedly not sensational, but its 
value is not to be minimized on that 
account. If we can knit together and 
extend the wantonly torn fabric of in- 
ternational economic coöperation we 
shall find that more effective political 
collaboration will follow. almost auto- 
nfatically. It is to be noted that the 
three democracies for which I am 
urging closer association of an informal 
character are also three of the world’s 
greatest trading nations. It follows 
that their association in economic ac- 
tivities of mutual interest is thor- 
oughly logical. 

We need not demand formal politi- 
cal collaboration 1f this economic asso- 
ciation is firmly established; but we 
shall have ample cause for anxiety if 
we find that collaboration for mutual 
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economic benefit is impossible, for 
that would spell a further political 
deterioration of the type which every 
thoughtful American is anxious to 
avoid. Democracy is in no danger 
when the industrial and commercial 
life of a nation is prosperous, but set- 
backs in the economic field are a real 
threat to the maintenance of the po- 
litical advancement which has been so 
slowly made over so many centuries. 
Little will be gained by fighting super- 
ficial aspects of dictatorship if we can- 
not counter that economic autarchy 
which makes dictatorships inevitable. 

The outstanding contribution of the 
Roosevelt Administration to the main- 
tenance of peace is probably the trade 
agreements policy. This is important 
not so.much for what it has actually 
achieved in the lowering of trade bar- 
riers, although that gain is consider- 
able. The development is partic- 
ularly important because it has set the 
course of national policy in the direc- 
tion of codperative international effort. 
It is not the fault of the Department 
of State that an agreement with Great 
Britain under this general policy is 
still lacking. When that is achieved, 
another very substantial rivet will 
have been placed in the structure of 
world peace. 

Just because the trade agreements 
policy is so significant, our panicky 
effort to achieve a water-tight neu- 
trality is the more unfortunate. Ob- 
viously a mandatory neutrality pro- 
gram, threatening embargoes on im- 
portant commodities at the outbreak 
of any war, must cast an atmosphere of 
uncertainty over any trade agreement. 

The inevitable tendency of a man- 
datory neutrality policy is to force 
potential belligerents—and every na- 
tion is a potential belligerent—to seek 
or develop dependable sources of sup- 
ply other than in the United States. 
To the extent that this policy operates, 
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it encourages an isolation which is not 
merely injurious to our agriculture and 
industry but is also a preventive of 
constructive peace effort. Take a 
specific case. We force purchasers of 
our cotton to develop alternative 
sources of supply. Then, by deficit 
financing, we subsidize our cotton 
growers. As wards of the Govern- 
ment they cease to worry about cur- 
tailed exports, and instead of develop- 
ing foreign trade, demand more of that 
paternalism which is an insidious in- 
troduction to dictatorship. The prob- 
lem is to cut this evil at its root. 


OFFICIAL POLITICAL 
COLLABORATION 


I have mentioned a few of the co- 
operative undertakings already in 
operation. They are of a type capa- 
ble of almost infinite expansion. But 
technical collaboration of this sort is 
not the only form of assistance which 
the United States can give in seeking 
to rebuild world order. There is also 
the question of our potential contribu- 
tion in the field of official political 
collaboration. 

It is natural that we should be timid 
in this field, and it is probable that 
blundering overtures by the United 
States would here do more harm than 
good. But it is also unquestionable 
that we have not attempted what we 
might have done with perfect security. 

I take as an illustration of a serious 
error of omission the failure of the 
United States to participate in the 
work of the nonintervention commit- 
tee which is attempting to localize the 
Spanish war. 

From*the outset it was apparent 
that public opinion in this country 
strongly favored a policy of noninter- 
vention. It was also early apparent 
that there were certain European na- 
tions which favored direct and effec- 
tive intervention, although at first 
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they hesitated to express that policy 
openly. At the insistence of Great 
Britain and France, what proved to 
be an ineffective nonintervention pol- 
icy was put into operation. Now, nine 
months after the outbreak of war in 
Spain, and after several very narrow 
escapes from war on a much broader 
scale, it appears that the Anglo-French 
effort may bear fruit in contracting 
and therefore in shortening this con- 
flict. 

If the United States had accepted 
membership on the nonintervention 


wecommittee it is a fair assumption that 


our influence would very materially 
have retarded the interventionist ef- 
forts of Germany, Italy, and Russia. 
Although it was manifestly in our na- 
tional interest to codperate with the 
Anglo-French effort in this respeet, we 
have failed utterly to do so. Asa re- 
sult of this blunder we have probably 
materially lengthened the duration of 
the Spanish war and have materially 
increased the chances that this con- 
flagration would become universal. 


Pusuic Orrnron Nergps 
REVISION 


It is wot fair to blame the Depart- 
ment 8f State alone for its failure to 
seize constructive opportunities of this 
character. The Department of State 
is exceedingly sensitive to public opin- 
ion, and if it has reason to fear that a 
policy will be sharply criticized in 


Congress or by the press, the likelihood ° 


is that it will take the easiest course 
and do nothing. 

But, as I have pointed out and as I 
wish to emphasize, our power in the 
contemporary world is such: that we 
are a great influence, for peace or for 
war, whether we act or whether we fail 
toact. Itis that which, somehow, has 
got to be brought home to the Amer- 
ican people. And until the extent of 
our influence and the responsibility 
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thereby implied are realized, we may 
have the most efficient Department of 
State in our history, we may have the 
most ideal diplomatic service and the 
most competent Secretary of State 
imaginable, and still the Nation will 
fail to pull its weight in the way which 
our position in the world community 
demands. 

Our national interests are so closely 
bound up with the preservation of 
peace that our failure to visualize 
peace as an integral problem from 
which this country cannot be success- 
fully dissociated is doubly tragic. We 
have unconsciously slipped a long way 
back from the position which we took 
at the time of the Kellogg Pact. 

Then, as a result of our leadership, 
nearly all the nations agreed to outlaw 
war as an instrument of national pol- 
icy. That was a magnificent gesture 
which we failed completely to follow 
up. And of late, far from endeavoring 
to implement the Kellogg Pact, we 
have been steadily receding from the 
position we reached in 1928. Our 
present neutrality legislation says in 
effect that a country which violates 
the Kellogg Pact, a government which 
employs war as an instrument of na- 
tional policy, can be sure that it will 
not receive even moral censure from 
the United States. 

In a truly craven manner, which 
comports ill with both our traditions 
amd our national strength, we practi- 
cally invite violations ‘of the treaty 
which we were instrumental in initi- 
ating. To aid in maintaining peace 
we must do something to reéstablish 
the sanctity of the Kellogg Pact. And 
this clearly means a very different neu- 
trality policy from that which at the 
present time appears to be desirable to 
the American people. I say “appears 
to be” because I am convinced that 
this neutrality legislation was only put 
across through the fallacious argu- 
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ment that it would guarantee us im- 
munity in the event of another war. 
There is no intelligent student of the 
subject who believes in his heart that 
this is true. 

I do not believe the United States 
should embroil itself in every political 
entanglement outside its borders. 
But it does seem to me a reasonable 
part of a “good neighbor” policy, 
which we claim to be following, to 
draw some moral distinction between 
an aggressor and the victim of aggres- 
sion. If that is too much, it is at least 
essential to demand that we should not 
in advance serve notice that no such 
distinction will be drawn. Therefore, 
I fear that we have got to recast our 
whole viewpoint on the subject of neu- 
trality before we can hope to be of 
much practical assistance in the neces- 
sarily codperative effort to maintain 
peace. Fortunately it appears that 
the tide has already turned in this 
matter, though it must recede some 
distance yet before we can undo the 
damage we have already done. 


Pan-AMERICAN CoOPERATION 


Yet there is a good deal that is opti- 
mistice in the situation. Our leader- 
ship in the effort to build Pan-Amer- 
ican codperation, by some regarded as 
a swing away from League principles, 
is in reality nothing of the kind. If 
we really wanted to be isolationists we 
should have to be isolationists with 
regard to Latin America as well as the? 
older continents. ° 

The effort to consolidate peace in 
the Americas, in which we are mak- 
ing substantial progress, is simply a 
sensible regional undertaking with the 
underlying objective of consolidating 
peace as a whole. President Roose- 
velt made tbis plain on his recent visit 
to South America, and the significance 
of the trend is not to be underesti- 
mated. But again this tendency is 
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out of key with our neutrality policy, 
and the latter will have to be reversed 
before the aspirations voiced by Mr. 
Roosevelt at Rio de Janeiro and 
Buenos Aires can be fulfilled. 


DEMOCRACY AT STAKE 


Let us always remember that even 
more than the preservation of peace is 
at stake. We must develop a national 
policy which will not merely tend to 
diminish the chances of another world 
war but will also preserve the demo- 
cratic system, at least in the countries 
which gave it birth. Those countries 
which have developed democrati¢™ 
processes during the past century have 
now for the most part cast them off. 
Democracy is on the defensive and is 
still firmly intrenched only in the lands 
whee it has a very long heritage be- 
hind it. 

Democracy is, we now know, un- 
likely to survive another world war. 
It is a complicated and difficult form 
of government whichecan only hope to 
operate successfully under conditions 
of established peace, which means 
world peace. In seeking to achieve 
such conditions we are not serving any 
abstract ideal; we are not merely seek- 
ing to fulfill the fundamentals of the 
Christian religion and of civilized 
ethics; we are, more particularly, en- 
deavoring to safeguard a form of gov- 
ernment without which the word 
“America” would have a totally differ- 
ent connotation. No intelligent effort 
in this direction can be misspent and 
no endeavor to awaken the people of 
this country to the magnitude of the 
issues involved can be a waste of time. 

I confess that I dislike the somewhat 
patronizing and altruistic title allotted 
to me To ask “How can the United 
States aid in maintaining peace” is 
something like asking how can we best 
assist the poor. This is not a matter 
for a charitable or a superior attitude 
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on the part of the American’ people. 
It is an issue of the utmost importance 
to the very existence of the form of 
government established in Philadel- 
phia a century and a half ago.: 

We can make more effective prog- 
ress in the work of maintaining peace 
if we start from the unquestionable 
assumption that world peace is essen- 
tial to the preservation of our democ- 
racy. 
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In war, as Thucydides said, “men 
are tempted by dire necessity.” But 
in the present ghastly condition of 
quasi-war, which Thucydides did not 
know, dire necessity equally confronts 
our civilization. Is our national char- 
acter really so flabby, our intelligence 
so subject to emotion, that necessity 
will fail to be the mother of construc- 
tive invention for the maintenance of 
peace? 
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American Trade Policy and World Peace 


By Perer MOLYNEAUX 


MIGHT answer the question “How 

can the United States aid in main- 
taining peace?” with the declaration 
that the most effective way would be 
for the United States to reverse its 
trade policy. As I see it, American 
trade policy since the World War has 
not been entirely without a determining 
influence in bringing about the inter- 
national conditions which today may 
be said to menace world peace; and if 
the United States is to assist in creating 
conditions in which the maintenance of 
peace may become less difficult, it must 
do this, it seems to me, by a modifica- 
tion of its trade policy amounting to 
complete reversal. 

But such an answer would immedi- 
ately give rise to other questions. 
Would it be desirable and to the interest 
of the American people, from the stand- 
point of other considerations than that 
of maintaining peace, for the United 
States to reverse its trade policy? 
And if it would be desirable, would it 
be politically possible? Could the 
American people be persuaded to sup- 
port or even to permit a reversal of 
their country’s trade policy? 

A discussion of such questions would 
take us far afield. I have discussed, 
these and similar questions, at length 
and almost to the point of boredom, on 
divers and sundry occasions. I have 
contended, for example, not only that 
it is desirable for the United States to 
reverse its trade policy, but that it is 
essential to the ultimate welfare of the 
American people that it do so. And I 
have asserted that if the American 
people should be brought to realize this, 
such reversal would become politically 
inevitable. 


I do not want to labor these points. 
I want to face realistically the question, 
“How can the United States aid, in 
maintaining peace?” But I do not see 
how the United States can do anything 
effective in this respect without revers- 
ing its trade policy, though I am per- 
fectly aware that many whose judg- 
ment I respect will be disposed to call 
this the opinion of a doctrinaire an 
that they will be absolutely certain 
that, with such a thesis, I cannot pos- 
sibly say anything new that may be 
considered important. 


8 
American Porrcy Leaps ro WAR 


Shortly before Frank H. Simonds 
died, he and Brooks Emeny wrote a 
book called Phe Price of Peace, in which 
they indicted the Afnerican people of 
sharing to the fullest extent with the 
people of other countries the responsi- 
bility for existing international condi- 
tions. It is not the munition makers, 
they declared, who are the “merchants 
of death,” but the masses “who by 
their votes elect and support govern- 
ments and administrations committed 
to the pursuit of policies of economic 
nationalism.” They said: 

Italian Fascists, German National So- 
cialists and Japanese Imperialists, despite 
their common doctrine of violence, have 
done no more to make future wars inevitable 
than has the American Democracy by 
means of the Hawley-Smoot Tariff, the war 
debt pqlicy and its performance at the 
London Economic Conference. 


M Simonds and Mr. Emeny agreed 
“that a country as richly endowed 
materially as is the United States ean, 
at least temporarily, achieve domestic 
prosperity by means of purely monopo- 
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listic economic policies.” “But,” they 
added, “‘it should be equally evident 
that a people which permits and ‘en- 
courages its government to pursue such 
policies, deliberately bolts and bars the 
door to world peace.” 

If this sweeping indictment is justi- 
fied, then the question “How can the 
United States aid in maintaining 
peace?” is partly answered by it. 
Plainly, the first thing the United 
States would have to do to aid in main- 
taining peace would be to abandon 
such policies, to stop doing the things 
which, according to this indictment, 
are making future wars inevitable 
quite as much as are the policies of the 
Italian Fascists, the German National 
Socialists, and the Japanese Imperial- 
ists. And if the American people are 
unwilling to abandon such policies? if 
like these others they insist that their 
own welfare and national interests re- 
quire such policies, then it, is futile to 
talk about the United States as render- 
ing any effective *aid in maintaining 
peace. 

I think this is obvious. And if it is, 
then the question to be answered first is 
whether this indictment is justified. If 
it is founé to be justified, then the 
question “which will face us is whether 
the American people are willing to 
abandon these policies. 


EVASION OF RESPONSIBILITY 


I think the indictment is fully justi- 
fied. JI think that the course which the 
United States has followed since the 
World War, that of a great creditor na- 
tion not only attempting to evade the 
responsibility of removing obstacles 
which prevent its debtors from meeting 
their obligations within its borders, but 
deliberately erecting new and gréater 
obstacles, and the consequences of that 
course, including the draining of the 
world of gold, have been among the 
most mischievous influences in creating 
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the condition of disturbance and un- 
settlement which has agonized mankind 
since the Armistice. The American 
people are not consciously hypocritical 
or pharisaic or self-righteous. But 
there really is something of all-these 
qualities about the smug and com- 
placent lip-service which we, as a 
people, pay to the cause of world peace 
from behind the barrier of our fancied 
physical isolation, while we follow nar- 
rowly nationalistic policies which tend 
to aggravate and intensify pressures 
throughout the world which are driving 
mankind toward the catastrophe of 
another devastating war. 

The record of the past sixteen years 
is not a creditable one for the statesmen 
of any of the great nations of the-earth. 
It is a record of evasion of realities and 
of futile attempts at economic impos- 
sibilities in response to blind nationalis- 
tic public sentiment in all countries. 
But our own record is no more credit- 
able than any other. And it is our own 
record with which we are concerned in 
relation to the subject we are discuss- 
ing. Let us leave entirely aside the 
question of whether we should have 
ratified the Treaty of Versailles and 
then worked for its orderly revision 
within the framework of the League of 
Nations. Two opinions are possible 
as to what the results of such a course 
would have been. But I do not think 
two opinions are possible about the 
course we have followed with respect to 
our changed financial and commercial 
status’ among the nations. 

During the five years which ended 
with 1920 we sold thirty-five billion 
dollars’ worth of goods to the rest of the 
world, and this was sixteen and a half 
billion dollars’ worth more than we 
bought from the rest of the world dur- 
ing the same period. We had never 
done anything like that before in our 
history. Indeed, no other country in 
the world had ever done anything of the 
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kind in all history. The world shipped 
us an amount of gold which was un- 
precedented in our experience until 
then, and it also turned over to Ameri- 
can ownership several billion dollars’ 
worth of American securities which had 
been owned by foreigners prior to the 
war. But after all this was accounted 
for, there was an unpaid balance of 
some ten billion dollars which the 
American Government had advanced 
to the various Allied countries during 
the war. In 1914 the United States 
was a debtor nation, with several hun- 
dred million dollars in obligations to 
foreigners to be paid every year. But 
now its situation was more than re- 
versed, because not only was the 
United States without net obligations 
to be paid abroad, but the world was 
under obligation to it for annual pay- 
ments far exceeding any it had ever 
had to make to the rest. of the world in 
the past. 


PRESIDENT Witson’s WARNINGS 


I know this is an old story, but ap- 
parently most of the distinguished 
statesmen who have served the Ameri- 
can people in official capacities during 
the past sixteen years, including most 
of those who are serving them today, 
are in total ignorance of the fact that 
anything like this has ever happened 
with respect to the status of the United 
States. In any event, during the past 
sixteen years they have continuéd to 
act as though nothing of this kind had 
happened, and in doing so they evi- 
dently have but acted in accordance 
with the wishes of the American people. 
Woodrow Wilson returned from the 
Peace Conference and called this situa- 
tion to the attention of the gentlemen 
of Congress. He told them that hence- 
forth it would be contrary to the inter- 
ests of the American people to place 
barriers in the way of imports. But as 
soon as the American people had a 
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chance to express themselves at the 
polls and Mr. Wilson’s successor was 
given a mandate to return the country 
to “normalcy,” the gentlemen of 
Congress proceeded to put up new bar- 
riers against imports by enacting two 
new tariff laws, the so-called Emer- 
gency Tariff in 1921 and the Fordney- 
McCumber Tariff of 1922. 

President Wilson warned Congress 
against importing any more gold. 
“Europe,” he said, “is in no position at 
the present time to ship gold to us nor 
could we contemplate large further im- 
ports of gold into this country without 
concern.” That was in 1919, and dut- 
ing the previous forty years, including 
the unprecedented shipments of the 
World War years, the net amount of 
gold imported by the United States had 
been less than $850,000,000. But the 
gentlemen of Congress, in effect, replied 
to President Wilson’s warning by say- 
ing, “You haven’t seen any gold im- 
ports yet!” For during the next five 
years, from 1920 to4924 inclusive, the 
prostrate and almost bankrupt world, 
made up of nations of staggering debts, 
unbalanced budgets, and inflated cur- 
rencies, was compelled to make net 
shipments of gold to the United States 
amounting to one and a half billion 
dollars! 


Economists’ WARNINGS 


I have a vivid recollection of some of 
the warnings that were sounded by 
economists in those days. In Novem- 
ber 1921, for example, Harold G. Moul- 
ton and John Foster Bass made the 
following joint declaration: 


One*of the most sinister factors in the 
world ifiternational situation at the present 
time is¢this continuous outpouring of gold 
from” Europe. While most of the com- 
mercial and some of the financial press of 
the United States have been pointing to the 
increase of our gold supply as a favorable 
factor in the American situation, it has all 
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the time been one of the most unfavorable 
of symptoms. The inflow does not do the 
United States any direct good. . . . On the 
other hand, the loss of this gold supply has 
meant continuous financial deterioration of 
European nations. 


But Moulton and Bass are also 
that new lending abroad was not the 
sound way to stop this outflow of gold 
from Europe. They declared: 


The economic rehabilitation of Europe 
and the restoration of international trade 
and prosperity is not, ultimately, to be se- 
cured by increasing our loans to Europe 
from 14 to 15, to 16, to 18, to 20, and to 30 
Dillions. Such a development would only 
intensify the world maladjustment which 
we are seeking to correct, 


All this, mind you, was in 1921. The 
sound way of dealing with this situa- 
tion, proposed by Moulton and Bass, 
was the cancellation of inter-govern- 
mental debts, including German repara- 
tions, the lowering of trade barriers, 
especially the American tariff, and a 
program of interfiational codperation 
for reconstruction. But the United 
States would have nothing to do with 
such a program as that. American 
politicians pronounced it “‘politically 
impossible?” They declared from every 
political*stump that they proposed to 
keep foreign goods out of the American 
market by means of high tariffs and to 
make the foreign nations pay their war 
debts to the United States. That such 
a program was economically impossible 
did not bother them. Any other pro- 
gram was “politically impossible,” and 
that was the important thing from their 
point of view. 


+ 
WARNINGS [IGNORED , 


But the American people did not 
merely refuse to do what Moulton and 
Bass and other economists said ought to 
be done, they proceeded to do precisely 
what they were warned ought not to be 
done. They began to increase Ameri- 
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can loans abroad. They did this by a 
process of expanded credits and cheap 
money rates, made possible by the sur- 
plus supply of gold, and in due course 
they had inaugurated the “new era.” 

Here again economists warned that 
this procedure was only postponing and 
aggravating the evil day. Dr. Benja- 
min Anderson, Jr., of the Chase Na- 
tional Bank, for example, in August 
1925 warned that “for this high-pro- 
tective-tariff and cheap money policy 
in the existing world unbalance we shall 
ultimately pay with a congested invest- 
ment market accompanied by a sharp 
falling-off of our export trade.” And 
he added that “with an early modifica- 
tion of our tariff policy and a modifica- 
tion of our Federal Reserve bank policy, 
it is still possible to avoid congestion in 
our commodity markets and in our 
general business situation.” 

When this statement of Dr. Ander- 
son’s was read into the Congressional 
Record in 1925, it is said that Senator 
Reed Smoot of Utah exclaimed: ““What! 
The Chase National Bank advising a 
reduction of the tariff? I can’t believe 
it.” And neither Senator Smoot nor 
almost anybody else paid any attention 
to it, then or even later when its fore- 
cast of a day of reckoning came true. 
The purchase of foreign securities by 
American investors continued. Ac- 
cording to the United States Depart- 
ment of Commerce, foreign securities 
offered in the United States in 1924 
amounted to $969,224,000. In 1925 the 
amount was $1,076,466,000; in 1926 it 
was $1,125,481,000; in 1927 it was 
$1,336,760,000; and in 1928 it was $1,- 
250,951,000. 

These large exports of capital enabled 
foreign countries to buy our goods, they 
enabled Germany to pay reparations to 
the Allies, they enabled the Allies to 
pay war debts to the American Govern- 
ment, and the increased business which 
they provided for the American people 
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enabled them to buy more goods also, 
both at home and abroad. Production 
of goods of all kinds mounted to higher 
levels every year, the volume of both ex- 
ports and imports increased nearly to 
wartime levels, and everybody was 
prosperous and happy. This even 
checked the outflow of gold from 
Europe and. resulted in net exports of 
gold from the United States of $423,- 
000,000 during the four years from 1925 
to 1928. But then the American in- 
vestors quit buying foreign securities 
and the whole thing collapsed, as it was 
bound to do sooner or later. 

Lewis W. Douglas, former director of 
the budget, says: 

When the collapse came in 1929, the 
inflow of gold was resumed in such pro- 
portions that in 1931 England finally was 
compelled to abandon payments. The in- 
solvency of the Creditanstalt was the super- 
ficial cause. The outflow of gold caused 
largely by our tariff policy was the deep- 
seated one. The depreciation of sterling 
which ensued caused such a drastic decline 
in prices here, particularly in exportable 
farm commodities, that we, too, abandoned 
gold, depreciated the dollar in terms of gold 
and foreign currencies, and resorted to a 
managed currency. 


Hieu Tarrers AND GOLD AND 
SILVER Imports 


But meantime, in the summer of 
1930, when what had happened ought 
to have been clear to all, the gentlemen 
of the American Congress proceeded to 
meet the situation by enacting the 
Hawley-Smoot law, putting thè tariff 
rates up to higher levels than ever. 
They did this in the face of diplomatic 
representations filed by thirty-six dif- 
ferent nations with our Department of 
State against such action, and in spite 
of a protest signed by more than one 
thousand American economists. Fol- 
lowing this action by the American 
Government, new trade barriers and re- 
strictions on trade began to be erected 
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throughout the world. International 
trade collapsed completely, and within 
a year after the enactment of the 
Hawley-Smoot law the President of the 
United States was compelled to declare 
a moratorium on inter-governmental 
debts. Then in the summer of 1932, at 
a conference at Lausanne, German 
reparations were cancelled and that at- 
tempt at compelling the economically 
impossible was finally abandoned. 

But American statesmen learned 
nothing from all this. For in due 
course, a Democratic Congress under 
the present administration enacted the 
Johnson boycott act, which prohibits 
defaulting nations from marketing their 
securities within the United States, and 
which forced universal default of the 
foreign debtors of the United States 
Gévernment. 

Meanwhile, also, the flow of gold to 
the United States was resumed on an 
unprecedenfed scale, and in accordance 
with special legislation the United 
States began also tofmport silver. This 
importation of gold and silver reached 
such a volume that during the year 
1935 the net imports of gold and silver 
into the United States amounted to 
more than the value of everything else 
imported by the United Sf&tes that 
year. That is an astounding, and in 
my opinion an alarming, fact. The 
net imports of gold into the United 
States in 1935 amounted to $1,739,019,- 
000 and the net imports of silver 
amounted to $335,730,000, making a 
total for the two of $2,074,749,000. 
This was $26,000,000 more than the 
value of all the goods of all kinds im- 
ported by the United States that year. 
Gold is now, far and away, our leading 
import. We are taking the total an- 
nual gold production of the world. 
On the other hand, Germany and Italy 
are among the leading nations that are 
now practically without gold, and about 
six weeks ago Japan was compelled to 
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begin large shipments of gold to the 
United States. 


How Trape RESTRICTIONS DISTURB 
PEACE 


I shall not attempt to demonstrate in 
any detail how all this has affected 
international conditions in general. I 
think it will be obvious to anyone at all 
familiar with those conditions that it 
has affected them very decidedly, that 
it continues to affect them, and that 
there is no assuring prospect that it will 
cease in the near future to be a disturb- 
ing factor, a factor making for unsettle- 
ment and instability throughout the 
world. 

It must be kept in mind that most of 
the nations of the world are debtor na- 
tions which are compelled to protect 
their trade balances as far as it lig in 

‘their power to do so, and that restric- 
tions on imports by a country as im- 
portant as the United States affect ad- 
versely not only the trade between that 
country and othér countries but also 
the trade among the other countries 
themselves. 

This has a direct relation to the prob- 
lem of obtaining necessary raw materi- 
als. Restrictions placed by one coun- 
try on finports from another tend to 
reduce the external purchasing power of 
the latter country generally, and not 
merely in the country placing the re- 
strictions. In other words, when the 
United States places prohibitive re- 
strictions on imports from Germany, 
Italy, and Japan, let us say, it reduces 
the ability of those countries to pay for 
raw materials not only in the United 

. States but everywhere else; it makes it 
more difficult for them to obtain not 
only cotton from the United States, but 
other raw materials elsewhere. 

Reduced export markets thus have a 
double effect in creating unemployment 
in such countries through reduced sale 

-of their products abroad and reduced 
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ability to obtain raw materials. They 
also tend to promote uneconomic and 
high-cost production of such foodstuffs 
as wheat, and thus to reduce the stand- 
ard of living. 

Need I say that it is this kind of eco- 
nomic pressure on vast populations that 
promotes social disturbance and creates 
the conditions which invite and clear 
the path for dictatorships? And is it 
necessary to go into an extended analy- 
sis of the process by which all this be- 
comes a very real menace to the peace 
of the world? I am sure this will be 
clear without such extended analysis. 
I think you will see what Frank 
Simonds and Brooks Emeny meant 
when they said that “Italian Fascists, 
German National Socialists and Japa- 
nese Imperialists, despite their common 
doctrine of violence, have done no more 
to make future wars inevitable than has 
the American Democracy by means of 
the Hawley-Smoot Tariff, the war debt 
policy and its performance at the Lon- 
don Economic Conference.” And it 
seems to me to be indeed “evident that 
a people which permits and encourages 
its government to pursue such policies, 
deliberately bolts and bars the door to 
world peace.” 


Have We Cuanaep Our Pouicy? 


But, someone may ask, have we not 
already changed our trade policy? 
And I reply that we have not changed 
jt so anyone would notice it. We are 
attempting to change it by means of 
agreements under the provisions of the 
Reciprocal Trade Act, but so far we 
have made hardly more than a dent in 
the Hawley-Smoot tariff levels. Every 
day I thank God for Cordell Hull, and 
I pray that more power and long life 
may be given him. He has held aloft 
the torch which has given hope to true 
Liberals throughout the world. He 
has been undaunted by difficulty and 
he has not wavered in the face of almost 
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overwhelming odds. No opposition, 
from whatever high source, has been 
able to swerve him an inch from his 
charted course, no insult has had the 
power to sting him into a resentful 
quitting of the field. ‘True and stead- 
fast, he has held to his high purpose. 
And because of his fidelity, chiefly be- 
cause of it, there is still hope that this 
people may rally to the standard which 
he has kept from trailing in the dust 
and that his liberating ideals may yet 
save the world. 

There is still hope—yes. But Mr. 
Hull’s hardest fight is still to be fought. 
I have said that so far we have not suc- 
ceeded in making more than a dent in 
the Hawley-Smoot tariff levels. It is 
when he begins to make real headway 
toward getting those levels down, 
when a change of our trade policy be- 
comes discernible, that the real test will 
come; not a test of Cordell Hull, for he 
needs no testing, but a test of the Amer- 
ican people. For it is then that we 
shall learn whether or not the Amer- 
ican people will permit their Govern- 
ment to change its trade policy very 
materially, to say nothing of reversing 
i. 4 
I must confess that if that test should 
come tomorrow, I should be doubtful 
about the immediate outcome. It is 
not reassuring, for example, to behold 
the spectacle of the Senator from the 
great cotton-growing State of Missis- 
sippi giving his word to an overwhelm- 
ingly Democratic Senate that by pass? 
ing the Reciprocal Trade Act* they 
would not be endangering the general 
level of the Hawley-Smoot law, that 
only those rates which are “without 
economic justification” would be low- 
ered, and that in his opinion it will be 
“a long time” before there is another 
general tariff revision in the United 
States. There is reason to believe that 
Senator Harrison in giving his Demo- 
cratic colleagues this assurance but re- 
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flected a dominant public opinion in 
this country, and unless this public 
opinion can be changed, there is little to 
encourage us to hope that we shall 
shortly change our trade policy sufti- 
ciently to contribute toward the main- 
tenance of peace. 


NATIONALISM A MENACE 


When I look around and see the 
rampant manifestations of narrow na- 
tionalism among our people I cannot 
escape a feeling of grave concern about 
our national destiny. There is much 
talk and much agitation about peace, 
to be sure. There is much organizet 
propaganda against war. But too 
much of this talk, this agitation, this 
propaganda, is motivated by a narrow 
nationalistic and anti-foreign spirit. 
Toe much of this concern about peace is 
confined to our own peace, too much of 
the talk against war is directed ex- 
clusively toward insuring that we shall 
not be callefl upon to fight. It is for 
peace at any price, ewen at the price of 
our abandonment of all sense of re- 
sponsibility for international law or 
even for the survival of civilization 
outside our own national borders. 

This is not the spirit tha} promotes 
peace in the world, nor is it the spirit 
that could be expected to make any 
sacrifices whatever to insure the main- 
tenance of peace in the world. On the 
contrary, it is identical with the poi- 
soned nationalism which has been the 
most prolific breeder of wars in the past 
and which today is among the mcst 
dangerous menaces to the very exist- 
ence of civilization. For it is an emo- 
tional isolationist anti-foreignism, tae 
very core of which is a sullen indiffer- 
ence to the rights or interests of other 
nations, and it could be transformed 
over night into a war frenzy that would 
plunge this people into a conflict with 
other peoples on the most foolish pre- 
text. If it should become the settled 
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and dominant spirit of the American 
people, the consequences, not only to 
this- country but to mankind! and the 
future of civilization, would be frightful. 
Whatever else we may do to aid in the 
maintenance of peace, certainly we can- 
not help to maintain it by cultivating 
any such spirit as this. 

There is real danger that the condi- 
tion of unsettlement and international 
friction, of narrow nationalistic rival- 
ries and economic stress, which now 
prevails in the world will culminate in 
another devastating war. There will 
always be such danger as long as the 
“Peoples of the world are ruled by the 
spirit of economic nationalism. And if 
such a war should scourge mankind 
again, there is no legislative cyclone 
cellar into which we may crawl to es- 
cape its consequences. . But aside from 
this, we should desire to contribute all 
within our power to prevent such a 
war; and the brutal fact is that our own 
nationalistic policies arẹ serving to 
maintain and to «aggravate the condi- 
tions out of which that war may come. 
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There is only one way in which man- 
kind may be freed from the danger of 
such wars, and that is by spreading 
over the world the spirit of true liberal- 
ism, the liberalism that emancipates 
from economic fear, and by the adop- 
tion of national and international 
policies in keeping with that spirit. It 
has frequently been said that the fear 
of European nations of each other, 
France’s fear of Germany, for example, 
is among the greatest menaces to world 
peace. But that fear is not nearly so 
mischievous as the economic fear which 
dominates the policies of so many na- 
tions, such as the economic fear of this 
great, rich, powerful American people— 
fear to trade with the world on any ex- 
cept the most restrictive terms of their 
own making. 

There is need to arouse the American 
people to the truth of this situation. 
We must arouse them. For only in 
this way can we insure a worthy na- 
tional destiny for ourselves, and only 
in this way can we aid in maintaining 
world peace. 
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An Active Peace Policy 
By Exsert D. THOMAS 


INETEEN hundred years before 

the telescope was invented, which 
resulted in putting our earth in its 
place, and twenty-three hundred years 
before Darwin’s theory was propounded, 
which has resulted more or less in 
putting man in his place, there was a 
certain banquet held in a certain coun- 
try, attended by philosophers and by 
one youngman. The host, who was a 
philosopher, said, “Isn’t God great and 
isn’t Nature great, that both of them 
together supply us with all of our 
needs, with all that we want! We 
have flesh to eat and fowl to enjoy, as 
a result of these blessings.” ‘Then the 
young man said, “You should not 
thank God that we are able to live upon 
other creatures in nature; and you 


should not think that they were created. 


for your benefit, because if you do, 
you come to a rather strange conclu- 
sion. If we say that about the oxen of 
the field and the fowls of the air, it is 
perfectly logical for gnats and mos- 
quitoes to say that about us, because 
they live on us.” 

The thing which man must learn to 
do is to live with his fellow creatures 
and not on them. 


DEGREES OF NEIGHBORLINESS « 


In speaking about a peace policy,” 


shall we consider peace and war £s af- 
fairs that are related to us only, or shall 
we consider both of them, in accord- 
ance with the League of Nations 
theory, as of concern to the whole 
world? That I will not discuss here. 
An active peace policy may be ex- 
pressed by our latest peace slogan—the 
good neighbor doctrine. There are 
three degrees of neighborliness. It is 
one thing for the United States to say 
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to the other nations of the world, 
“You must be good neighbors”; it is 
another thing for us to say, ““Let us be 
good neighbors”; but it is still another 
thing for us to say, “As for me, I will be 
a good neighbor.” It is this last atti- 
tude that, I think, should be ours in 
applying an active peace policy in the 
world. 

There is as much difference between 
the first and the last of these three de? 
grees in neighborliness as there was be- 
tween the prayer of the Pharisee and 
the attitude of the humble one; there is 
as much difference between the two as 
thene was between the idea and the 
attitude of a certain ancient people 
who called themselves God’s chosen 
people and the humble ones among 
them who said, “We are God’s chosen 
children because we choose to be God’s 
children by respecting his command- 
ments.” It is, therefore, the last de- 
gree that I would put forth as our 
ideal. As a Golden Rule of a peace 
policy, there is only one that.is worthy 
of respect, and that is never towask an- 
other nation to do that which you know 
your own nation would not do. 

Now I want to talk about things 
that we may do, things that we could 
have done, things that we have failed 
to do. An active peace policy must 
depend not upon general ideas but 
upon a willingness to start to do things 
wherever things should be done. 


° EXTRATERRITORIALITY 


To the record, then. Let us look 
first æt the Far East and see what we 
might do. In 1844, as a result of the 
Caleb Cushing Treaty, we gained a 
privilege in the Far East which has 
been known as an extraterritorial 
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right. That came to us quite natu- 
rally, and with it we developed the 
theory of the most-favored-nation clause 
as it has to do with the great Chinese 
government. Now, by our extraterri- 
‘torial rights we have got ourselves and 
the world and China into a position 
where we continuously and everlast- 
ingly emphasize what we considered 
was the proper thing to emphasize back 
in 1844—the superiority-inferiority dif- 
ference between ourselves and the 
peoples of the East. 

We have made promises to China 
that we would do something in regard 
«0 extraterritoriality. We made prom- 
ises to Japan, then went back on them. 
We made promises to Siam and did 
nothing. We made promises in the 
Near East and nothing was done. 
And yet the Near East, Turkey prin- 
cipally, Siam and also Japan, have got 
rid of their extraterritorial condition, 
primarily because they themselves 
made up their minds to get rid of it. 


Wuat We Micar Do 


We have done nothing for China. I 
do not know whether it would be wise, 
right now, for us entirely to withdraw 
our courts and to give up all our rights; 
but I am’sure that since Chinese law 
has been brought up to the level of our 
law, we should at least say to the Chi- 
nese that in our courts in China we will 
administer Chinese law and not Ameri- 
can law. In this way we would do 
away with that large twilight zone 
wherein there is no law at all because 
the Chinese are unable to enter into 
international agreement in regard to 
such things as hours and wages for the 
reason that they have no way*of con- 
trolling the foreign factory” owner 
within their borders. This wgulg be a 
peace venture, and if it had been done 
three or four years ago it would have 
had the most sobering effect upon con- 
ditions in the Far East. 
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Tue WASHINGTON CONFERENCE 


We might go on and cite other things. 
I want to take up one other question in 
the Far East because it shows that we 
have done nothing, when much might 
have been done. In 1922 we called the 
Washington Conference, and as a re- 
sult of that conference we brought mto 
existence two great treaties, the Five- 
Power Pact and the Nine-Power Pact, 
one dealing with navies, the other deal- 
ing with conditions in China. 

However we look at the League of 
Nations and its organization, histori- 
cally it took on certain aspects, and by. 
1922 it was a league of states bound 
together for the purpose of enforcing a 
treaty against defeated people, and 
also unconsciously banded together 
against Russia and her great revolu- 
tion. As a result of that condition, 
when the different nations were invited 
to take part in the Washington Con- 
ference, Russia was not invited and 
was not present, in spite of the facts 
that she was an Eastern nation and 
was a potential navy-building state. 

Now, as long as Russia was outside 
the League of Nations, those two trea- 
ties held, and they would have con- 
tinued to hold; but something hap- 
pened. Russia was invited into the 
League of Nations and went into the 
League. Immediately, by that change, 
both the Nine-Power Treaty and the 
Five-Power Treaty became obsolete, 


ebecause here was a great Oriental 


country unbound by treaty. It is 
well known that from the day when 
Russia suggested the neutralization of 
Shimonoseki Straits and Japan fought 
against the idea, there has been just 
one great potential enemy which has 
consciously haunted Japan and haunts 
her to this day. 

When Russia went into the League 
of Nations [ announced that we ought 
to call a conference immediately and 
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invite Russia to take part, and renew, 
or make over, our Five-Power Treaty 
and our Nine-Power Treaty. Not a 
single official in the United States paid 
any attention to it, not a single editor 
in the United States paid any attention 
to it, and what is more, neither has 
done anything about it; but both of 
those pacts have become obsolete as a 
result of those changed conditions. 
Now that illustrates what I mean by 
an active peace policy—to be always on 
the alert. If we accept the notion of 
agreements by treaty, we surely want 
agreements which will hold. 


ÅTTITUDES TOWARD JAPAN AND 
ITALY 


Now in regard to the Far East, we 
have done nothing at all to overcome 
feelings engendered on the two sides of 
the Pacific as a result of our exclusion 
policy against Japan. It is true that 
the Japanese understand it now and 
they have lived it down pretty well; 
but why force them to live something 
down when a gesture on our part, 
which would be a harmless gesture 
from every standpoint, would be a 
token of the most friendly kind of atti- 
tude? 

We should continue the nonrecogni- 
tion policy in regard to Manchukuo 
and Northern Africa, and maintain it 
as one of the fundamental ideas that 
we are bound to respect. But at the 
same time it must be done in friendly 
feeling toward Japan and with under» 
standing of Italy. Both nations are 
suffering from themselves, just as some- 
times even we, this great nation, can 
suffer from our own policies. And we 
ought to remember that and emphasize 
the fact that there are changes of atti- 
tude in all countries. 

By an active peace policy I mean 
also this: We know how hard it is to 
discover the causes of and the cures for 
war. We know how many factors 
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enter into the making of war, and we 
know how different from all other wars 
each particular war is. We know how 
easy it is to make for peace. We know 
that it takes just one, two, three, or 
four rules to have a peaceful attitude 
and use it with a helpful spirit from one 
end of the world to the other. 


NAVAL ARMAMENTS 


Take, for example, our approach in 
regard to naval disarmament. When 
we analyze what we have tried to do, 
how silly itis! All we have done in re- 
gard to the reduction of navies has 
been to try to limit the number of ships 
the caliber and the number of the guns, 
and the tonnage, each one of these ob- 
jectives resulting in an insincere atti- 
tude towards an agreement. If we 
limit the number of guns or the ton- 

od a 

nage, we are only going to make the 
armor plate thinner or enlarge the size 
of the ship. Thus the wording of an 
agreement isan invitation to disregard 
its spirit. The resųļt is antagonistic 
trading of unimportant items instead of 
cobperative action towards the sought- 
for aim. A military adviser at one of 
the conferences remarked, “Of course I 
did not have much to say, because I 
was there to advise my leadérg what it 
was that the other countries’ represen- 
tatives were trying to put over.” 
Horse trading—not coöperation! 

I would make limitation of armament 
a self-imposed idea by doing a very 
simple thing. I would have each na- 
tion speak the truth in regard to its 
foreign policy if I could, and I would do 
so by speaking the truth myself. I 
would go into a conference and say, 
“We need one more than the total of 
all the*ships in the world, because we 
must, fe prepared to defeat the com- 
bined navies of the earth, in both the 
Atlantic and the Pacific or in either the 
Atlantic or the Pacific.” If that is our 
idea, let us say it. How long would 
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logic of that kind last? How long can 
people maintain their demands if they 
are made to state the reasons for the 
things they want to do? Leaders of 
our navies justify themselves in going 
to parliaments; why cannot tke coun- 
try justify itself in an international 
sense in what it is going to do? 


NATIONAL WEAKNESSES 


The simple speaking of the truth 
would probably bring to the attention 
of the peoples of the whole world the 
ridiculous and true outlook in regard to 
things. It would bring to the world, 
‘for example, the fact that Japan suffers 
from a tremendous inferiority complex 
as a result of a condition which makes 
her the weakest great nation on earth, 
of which she is conscious every minute. 
Tokyo is within eighteen miles of the 
sea. Osaka is almost on the sea. If 
either Tokyo or Osaka were struck by 
airplane or by long-range guns, the 
heart of the Japanese Emfiire would be 
torn out, and that might be the end of 
Japan. 

In America, in contrast, with a loss 
of any city eighteen miles from the sea, 
war could go on. We could lose all of 
our Pacifig Coast and have the enemy 
right uj to the Rocky Mountains, and 
we would still be as strong, as fighters, 
as we were in the beginning. War 
would just begin. 

Do you not see that the Japanese 


people suffer from something that is ° 


inherent in their nature? Do you not 
understand what underlies France’s 
demand for security? It is that in 
France there is a heart or center that 
is vulnerable. In Germany there are 
several of those hearts or centérs. If 
we stress basic conditions and fears and 
do it truthfully, we shall haveemore 
sympathy, and at the same time we 
shall remove fear in others and they 
will convince us,‘in our anxiety, that 
our fears are groundless. 
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UNITED STATES AND LEAGUE OF 
NATIONS 


Now as to our attitude in regard to 
the League of Nations, we are identi- 
fied with nearly all the committees of 
the League and we are working heart 
and soul with them. We can become 
identified in some way with the only 
two institutions with which we are not 
identified. 

The World Court is ours to use if we 
have occasion to use it. What is there 
to prohibit, for example, the sending of 
a case by the United States to the 
World Court if the parties to a given 
international dispute are willing to 
have it go there? And it should go 
there if they are willmg. The Depart- 
ment of State and the President should 
send word down to the Senate of the 
United States that we are going to 
submit a particular case to the World 
Court because all parties have agreed 
to it; and do you imagine, then, that 
the Senate would object to what was 
going to be done? 

We are out of the World Court today 
because of a false approach, and a 
very, very unnecessary one. If we 
had had a real desire to accomplish 
certain purposes instead of to wipe out 
something that had gone before, we 
should have realized that the only way 
to build a peace policy is to start from 
today and not try to go back and undo 
that which is done. That is the trou- 
“ble with our neutrality policy. We 
madé a mistake; we were bitten in the 
last war! ‘That is all there is to the 
argument; we are not going to do it 
again. If we were to look to the future 
instead. of the past, we should probably 
have different ideas now. 


NEUTRALITY AND TrapE Poricy 


In regard to neutrality, our present 
law expires on the first of May. I do 
not think we are gomg to reach a per- 
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mament agreement, though of course I 
do not know. There should be a reso- 
lution introduced into Congress extend- 
ing the present neutrality act, going 
along with the experiment a little far- 
ther, until we decide whether or not we 
want it to be permanent. We have 
emphasized the duties and the rights of 
American citizens, and that attitude is 
perfectly good. We can do two more 
things in the growth and development of 
a better attitude in regard to neutrality. 
We can at least ban armed neutrality, 
and we can go one step farther in re- 
gard to allowing American citizens to 
travel on belligerent ships. It is now 
permissible, for they go at their own 
risk; but we may prohibit that, and 
continue our experiment. 

Regarding our trade policy, let us 
not go astray there; let us not accept 
reciprocity treaties or any kind of 
trade treaties as being anything more 
than trade treaties. They result in 
better business, in better economic 
conditions, in better understanding; 
but they are not a guarantee of peace. 
You may say, “Oh, that is not true; 
think of what free trade in America has 
done for us.” I will admit that it has 
saved scores and hundreds of little 
fights between the states; but we 
fought the Civil War on a free trade 
basis, and an international war can be 
carried on quite as much on a free trade 
basis as any other. 


MONEY AND CREDIT 


Let us consider money and credit as 
an attitude toward an active peace 
policy. Few writers distinguish be- 
tween money and credit; they confuse 
the two and think that they are iden- 
tical. They are greatly different. I 
want to protest absolutely against the 
continued growth of the idea of man- 
aged currency over the world. I want 
to say with all the energy that I have 
that if the United States goes off the 
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metallic base, the world is doomed as 
far as any international money is con- 
cerned. If the world goes off the me- 
tallic base, then we are back on the 
basis of trading labor for labor. If the 
world goes off the metallic base and ac- 
cepts the managed-currency, managed- 
money idea, then that nation which is 
closest to the ultimate consumer and 
has the most and the cheapest surplus 
labor has all the advantage, and the 
effect of competition will constantly be 
to drag the level of the whole world 
down to that of the nation which has 
that advantage. That is pure eco- 
nomic fact, and it cannot be gainsaid?” 
no matter how you argue it. 

You must have a common denomi- 
nator for the striking of balances, and 
that denominator should be what it has 
beer throughout the ages—-a metallic 
base of some kind; because, while 
metal is not constant in value but is 
always relative, it has remained more 
constant and less relative than most 


‘other commodities amd has had uni- 


versal recognition as money. The con- 
tinuation of our present policy and the 
policy of the world has caused both 
gold and silver to be ordinary com- 
modities, transferred, bought, and hid- 
den away; and if we do not start the 
free flow of both great metals back and 
forth, we shall have a continuation of 
what is now going on. It is time for us 
in the United States to begin to think of 
making specie payments, if for no 
other reason than to teach the world 
again to cause the free flow of gold and 
silver. 


VALUE oF CONFERENCES 


The fast thing to which I would call 
your attention as an active and an ever 
alert peace policy is to be willing to 
carry on conversations at all times—to 
be willing to enter into any kind of 
conference, national or international. 
Democracy, after all, rests on talk— 
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free discussion and talk, the exchange of 
thoughts and more talk! I was asked 
once at the opening of Congress if I 
thought it was going to be a short 
Congress and if there would probably 
be less talking at that Congress than 
usual, and more legislation. I said, 
“Why, of course not; legislation is 
merely a by-product of talk.” Inter- 
national relations, international trea- 
ties, are merely by-products. 

It is through international confer- 
ences that persons learn to know one 
another. And remember that it is per- 
sons that count in this world, after all, 
“and that you can base your interna- 
tional peace policy on the same sort of 
ethics as those upon which vou base 
your national or your personal policy 
with your neighbors. Oh, you say, 
that cannot be true. You sayethat 
America, England, France, and Italy 
wrote the Treaty of Versailles. They 
did not; Wilson, Lloyd George, Clemen- 
ceau, and Orlando wrofe the Treaty 
of Versailles. ever forget this. Did 
America, England, and France defeat 
Germany? No. You can go on and 
name the generals and you Bropenly 
have the answer. 

There ds no way for savenn to 
expres® themselves except thrcugh per- 
sons. So we can go back to the fine 
old ethics that have been taught, both 
for nations and for persons, in times of 
war and in times of peace, that a supe- 
rior nation should treat an inferior na- 
tion in a given way, and that an in- 
ferior nation should have a given 
attitude toward a superior nation. 
When you analyze these simple ancient 
rules you will discover that the advice 
is the same for nations as for persons. 
Persons of equality will treat each 
other in a given way, and whén you 
analyze that treatment you will find 
that nations of equality treat each 
other in the same way. 

Since I started with a story from 
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ancient times, I will conclude with an- 
other story. If I were responsible for 
the peace of the United States I would 
do what the old model Emperor Shun 
did. He always held himself ready to 
talk with his people about the affairs of 
state. In front of his home he hung a 
bell, a gong, and a clapper, and he said, 
“If any man wants to talk to me about 
his duty to the state, if he rings the bell 
I will come out and talk to him about 
that subject. If anyone wants to talk 
to me about the duties of a son to his 
father, he may ring the gong and I will 
come and talk to him on that subject. 
And if anyone wants to talk about the 
duties between neighbors, or between 
man and man, he may sound the clap- 
per and I will come out and talk to him 
on that subject.” 


SISTERHOOD OF AMERICAN 
REPUBLICS 


Such should be the attitude of the 
United States in regard to these things. 
Can it be done? It has been done! 
Yet nobody has discovered its signifi- 
cance. All have misunderstood the 
thing. In the Neutrality Act of 1936 
we put a little provision; it is Section 4 
of the present Pittman Act. It says 
that the Neutrality Act will not hold if 
a Latin American state is at war with 
any other American state. 

That is a policy that was built out of 
friendly experience. When the United 
States entered the World War the 


* Latin American states refused to be 


neufral, and they opened their ports to 
usin unneutral ways. This is our reply 
to that. But it is very much more sig- 
nificant than that. It is a step forward 
in the evolution of the Monroe Doc- 
trine. It does not matter whether we 
consider the Monroe Doctrine as a mat- 
ter of protection, as a big brother tak- 
ing care of a little brother, as a regional 
understanding, or as a reciprocal agree- 
ment. ‘The Monroe Doctrine is of our 
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making, and to date we have been re- 
sponsible for its continuation. 

Since the passage of the Neutrality 
Act with this provision in it, there is 
the possibility of a real sisterhood of 
Latin American states, and all mem- 
bers of the sisterhood are responsible 
for the fulfillment and the spirit of the 
new Monroe Doctrine. If the old 
Monroe Doctrine in the course of a 
hundred years can develop into such a 
reciprocal sisterhood of nations as we 
have established here, it seems to me 
that it has fulfilled the finest of its pur- 
poses at all times. 

But, better than that, as a result of 
the simple wording of this little pro- 
vision, we hold out an invitation to our 
sister on the north, Canada, to take a 
seat in the Pan American Union. Sinde 
the Act of Westminster, she has be- 
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come virtually an American republic. 
Whether you call her a dominion, a de- 


: pendency, or whatever you call her, she 


is to all intents and purposes a sister 
American republic, and she should be 
in the Pan American Union; and, what 
is more, so far as neutrality is con- 
cerned, she would be treated as an 
American republic. 


So we end where we began, in ad- 
vocacy of an active peace policy based 
upon the notion of doing those things 
that make for peace, rather than just 
doing those things that we feel will pre, 
vent, stop, or limit war, and doing them 
on the basis of making ourselves the 
actual doers of peace-promoting ac- 
tivities. At the same time I would 
proclaim to the whole world that as for 
us, We will be a good neighbor! 


Elbert D. Thomas, Ph.D., is United States Senator 
from Utah. He was connected with the University of 
Utah in various capacities from 1914 to 1921, and has 
been professor of political science there since 1924. He 
is author (in Japanese) of “Sukui No Michi” and (in 
English) of “Chinese Political Thought” (1927). 


Sociological Clarification of Inzernational Relations 
By Mavrice T. PRICE 


I. THE NEED 


TIS not unusual to hear the remark 
that there is more world-wid2 
ferment now than at any other time 
sinze the war to end war. There is 
nothing particularly novel al-out point- 
ing here and there to the anculating 
and sporadically mounting tides of 
œ public opinion protesting and rebelling 
ageinst the status quo. For several 
years it has become commonplace to 
cal. attention, in a general a posteriori 
maner, to the capitalizing of popular 
unrest and the exploiting of adclescen: 
idealism by crowd leaders n various 
countries. For at least a couple of dec- 
ades heretical social movements have 
secured control over strategiz points in 
the Near and *Middle Orient; in the 
Far Orient, fiery and petulant aati-for- 
elgmism has seemed to threater worlc 
peace; in both Europe and tie Drient, 
leaders and organizations have de- 
liberately inflamed racial atred in 
conn@tion with elaborate sehemes 
for producing nationalist solidarity. 
Among vast populations, cld, close- 
knit social institutions have first 
yielded and then lost their hold on 
urban, mobile, and rebelling humans., 
Anc practically everywhere, it is said, 
unnumbered persons are ho-stmg the 
anciors of traditional ideal œ cen- 
turi2zs-old customs and driting out 
on tncharted seas. Revolut:gn world 
revclution, has been openly aad widely 
agitated, and is commonly predicted 
as sire to burst out in the train of the 
evea more confidently predicted world 
war 
Azain, all this is not new; but it is 

wor-h throwing up into one composite 


picture of rising and mounting, cen- 
tripetal and centrifugal, contending, 
bursting forces, against the back- 
groun] of which we can view our 
ominously belated, scrappy, unprofes- 
sional attempts to understand them 
and tò judge their momentums and 
their mterrelations. 


PRACTICAL FATALIST AND POTENTIAL 
REVOLUTIONIST 


To expect the man among the rank 
and fle to make steady, consistent, 
and systematic efforts to understand 
such events, is of course premature if 
not utopian. For him it is enough to 
see tham, to live in them, to be ab- 
sorbed in their activity or emotion. 
But ore attitude which he often takes 
regarding them lays its powerful hands 
upon those who can and should try to 
understand them. I refer to the at- 
titude of practical fatalism. Under its 
influence he thinks he knows about all 
there is any use in trying very hard to 
find cut, and though he may be 
ready to do any little practical thing 
he can to help remedy a situation, 
the important thing for him is to 
keep cut of the way of trouble and 
disaster. 

I am not now denying that for the 
time b2ing it is perhaps fortunate for 
his own peace of mind and for the 
safety of the rest, including those who 
shamelessly exploit him, that the 
averag> man takes such an attitude. 
But in this connection there are several 
important points for critics and 
analysts to bearin mind. One is that 
the attitude of practical fatalism, or 
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fatalistic practicality, is not the atti- 
tude of science or social science. Nor 
will it hasten the day when social 
science will make any important con- 
tributions to analyzing, foreseeing, 
and controlling some of the most baf- 
fling problems of social change and in- 
ternational relations. 

A second point to bear in mind, and 
one closely related psychologically to 
this fatalistic practicality, is the fact 
that under the sting of resentment, un- 
der the emotion generated by vivid ac- 
counts of violation of their deep-lying 
taboos, under the focusing of the re- 
sultant anger and hatred upon par- 
ticular individuals, classes, countries, 
or races—under the influence of these, 
men on the street may raise their 
voices, surge together, and unite in 
powerful movements. This they did 
in the World War. And then, at the 
close of the war, let us not forget, they 
could not make the volte-face of the 
leaders who had intellectualized their 
own participation. For this, they 
were still too inundated with the ac- 
cumulated anger and hate which had 
been aroused by the propaganda let 
loose by those same leaders. Instead, 
they called for the Shylock’s pound of 
flesh, and demanded that their erst- 
while leaders either exact it or give way 
to the high momentum of their own 
aroused passions. 

Yet, in spite of this record of crowd 
susceptibility to passion, at the end of , 
the war naive idealists predicted 
world-wide and continuous ‘peace— 
yes, leaders, statesmen, even “author- 
ities” on law and government and 
politics. But, as we all know, in spite 
of those predictions, war has already 
lashed out against two helpless peo- 
ples, with the backing of the “popular 
will” in the aggressive states; it has 
been fanned into flame in Spain; it 
has been in the balance in much of 
-© Europe. For few things may we have 
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to pay so dearly as for our unprofes- 


‘sional, amateurish, naive analyses of 


the basic motivations, the crowd-psy- 
chological susceptibilities, the mores, 
of different peoples. 

A third important point which 
might well be borne in mind as we con- 
sider the practical fatalism of the 
masses and its apparent psychological 
opposite, is the possibility of focusing 
a combination of the two upon the en- 
tire upper and leader classes. Under 
the whip of depressions and unemploy- 
ment, under the disillusionment as to 
the decency and utility of international 
mass murder, under the conviction 7 
that present vested interests buttressed 
by legal precedents are incapable of 
administering social change without 
exploitation and utterly futile con- 
flictsebetween social classes and na- 
tions—under the combined influence 
of these, it is not at all impossible that 
the man on the street may unite with 
his fellows in a blind, devastating 
holocaust, of which tht Spanish Civil 
War is but a very mild prelude. 

Let this be faced squarely: the real 
danger of bungling here is the danger 
of not recognizing the psychology and 
the sociology of the twentiethecentury 
man on the street, and not makifig due 
allowances—economic, educational, 
social—tfor that psychology and sociol- 
ogy. If he be both a practical fatalist 
and a potential revolutionary, and if 
at present he be in a position that 
" tends to generate those attitudes, then 
the real danger is that the modern 
statesman, the informed public leader, 
the professed intellectual leader, who 
see thesg alternatives over the horizon, 
may make the same sort of blunders 
they made in underestimating the mo- 
mentum of mass resentment in 1919, 
and may lack the vision to bring to the 
comprehension, analysis, and prophy- 
lactic humane treatment of these prob- 
lems every approach, method, and 
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technique which modern science and 
art have been evolving. 


Lack or Screntiric KNOWLEDGE 


Does it seem necessary -0 bring to 
mind. further evidence thaz tae maz- 
shaling of our intellectual Lerttage for 
handling the great social amd nterne- 
tional problems of our time has not 
been achieved? Is it necessary to call 
for an examination—no, merely a 
casual inspection—of our own Con- 
gressional Record, or of zhe rather 
competent ratings made some time 
ago of the equipment and :ra:ning cf 
our political leaders? Is it necessary 
to make an investigation cf the lack 
of scientific technique in oar present 
Government departments for: th2 
gathering of data on such things as 
differing cultures, social organigation, 
groups and groupings, sodal mcve- 
ments, public opinion, unrest and con- 
flict? Is it necessary to go io “he his- 
tory of international reMtions ir recent 
decades or toe the “hunckes” upon 
which international statesmen have 
felt they had to act? 1 

Granting the exceptional wisdom 
and shrewdness of -many Jeaders, 


granting the poise, the cleverness, and, 
the saccess of widely spresd nets of 


intelligence officers, it is nevertheless 
merely a matter of familiar record that 
those at the helm in national and worle 
affairs have found that the informa- 
tion before them upon som=2 cf their 
most vital, 
problems has been woefully partial. 


t Personally, I shall never forget the Tongres- 
sional representative who declared, in 2 debate 
on one of those International issues in which our 
Government made an outstanding mis-ake (as 
everywhere admitted later), that thasmuch as 
there were not three men to be foend in Con- 
gress who really knew anything abo.it*tne ques- 
tion, and although he himself krew nothing 
about it, he did know as much as che test and 
therefore was going to speak! Anc he seemed 
to be right, as a perusal of that speech will am- 
ply show! 


+ e 


dynamic, lonzg-rınning’ 
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unsystematized, inaccurate in ensem- 
ble, tnsafe as a guide. This has been 
true even for the forces on whose crests 
they zhemselves have risen and fallen.” 
Leader after leader, power clique after 
powe? clique, oligarchy after oligarchy, 
government after government, cause 
after cause, have arisen and fallen 
amidst astonished disappointment at 
their Jack of knowledge, wisdom, and 
perspicacity in manipulating the reins 
of comtrol. And incalculable damage 
has been society’s penalty for this lack 
of understanding. 

As for these leaders aad leadership 
groups themselves, they, surrendering 
to the fates, like the man on the street, 
have sought to keep out of the way of 
troub_e and. disaster. Of this, as we 
have: hinted, the immediate postwar 
days provided ample illustrations. To 
the social scientist and the trained so- 
cial er-gineer, the supreme peril is that 
preoccupation with matters of action, 
and then (when the flood tide rises) 
inevitable acceptance of the fatalistic 
practizality of the masses, should set- 
tle down upon so many of these lead- 
ers, leaving the possible réle of the 


? It may be claimed that the staggering prob- 
lem has been administrative and managerial, 
not merely analytical and diagnostic. With 
this view I have keen sympathy. But aside 
from certain rather common managerial capaci- 
ties and abilities, one of the chief requisites for 
any administrative and managerial success is 
the analysis and calculation of the effects of 
past anc. contemplated administrative and man- 
ageyial <neasures—which brings us back where 
we were before! Until scientific management. 
studies -lisprove this view, at any rate, it has 
the right to claim recognition on the basis- of 
experierme just so long as it does not deny the 
parallel rôle of managerial capacities and abili- 
ties. An even more plausible contention may 
be that the baffling problém is predicting the 
particuler interrelations which will develop 
among <orces which by themselves are fairly 
well comprehended. This contention would be 
cogent i” it were true that we did comprehend 
the individual forces “by themselves.” That is 
our first problem. The other will come next. 
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newer social sciences to be forgotten 
and abandoned. 


AMATEUR ADVICE OF SPECIALISTS 


This general assessment of the cru- 
cial need for a social science attack of 
the “intangible” factors in modern so- 
cial and international relations is sup- 
ported by the fact that the lack of suc- 
cess in understanding these factors has 
not been due to any lack of advice and 
predictions proffered the statesmen. 
On the contrary, the ironical fact is 
that the very profusion of the sugges- 
tions and analyses, and the conttadic- 
tions among them, have contributed to 
the bewilderment of the leaders. ` 

Individuals and groups whose own 
acknowledged spheres of training and 
competence have lain far from the 
analysis of social organization, social 
pressures, unrest, public opinion, social 
movements, and crowd attitudes and 
responses, have taken it upon them- 
selves to diagnose such conditions 
more or less “off-hand” for the benefit 
of these leaders. Not merely laymen 
in the field of study, but specialists in 
legal statutes, legal precedents, and 
government constitutions, have gone 
outside of their bailiwicks to tender 
positive assertions to national execu- 
tives and the public upon these most 
complicated social problems. So have 
experts in the analysis of figures on 
production and trade. Even inven- 
tors of mechanical and electrical ap- 
pliances, structural engineers, biolo- 
gists, and physicists have stepped 
forward confidently with advice upon 
the most entangled social questions. 
And of course it is the peculiar right of 
journalists and politicians to do the 
same on any provocation and with im- 
munity from all consequences! 

No wonder, then, that the analyses 
and the prescriptions have been 
polyglot. No wonder our statesmen 
have been confused. No wonder they 
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have felt all the more free to choose 
those policies and programs which 
were congenial to their own tempera- 
ments and previous biases! And no 
wonder, in turn, that unfair individual 
and corporate practices, strikes and 
shut-downs and mass demonstrations, 
underground modes of bringing pres- 
sure upon the people’s representatives, 
summary supersedence of police and 
court procedures by self-appointed 
hooded organizations, deliberate coer- 
cion and intimidation of some sections 
of the population along with the in- 
flaming of other sections to crowd 
action, and deft manipulation of news 
and propaganda—no wonder these 
have continued to pile up cumulative 
dissatisfaction, sporadic “public” re- 
actions, and unpredicted seizures of 
different kinds of power—to the recur- 
rent embarrassment of those leaders 
who have not been able to foresee such 
behavior and anticipate it with pre- 
ventive action® 


8 
Foreign Loans AND TARIFFS 


It may seem strange, to some, to in- 
clude in an introduction to “the soci- 
ological clarification of international 
relations,” references to social condi- 
tions which seem to be partly dgmes- 
tic, national, intra-country. The rea- 
son for so doing is simply to indicate 
that if it be urgent to insist upon more 


- persevering and systematic study of 


these forces in one’s own country, it is 
‘just as timely to insist upon the per- 
severing and systematic study of these 
forces in foreign countries. It must 
be unequivocally clear that if it be 
difficult to sift evidence on the social 
and psy¢pological conditions of one’s 
own country, it is much more haz- 
ardous «to sift evidence on apparent- 
ly similar conditions in an alien 
country. 

Take the matter of loans to foreign 
peoples, or the tariff. At certain times 
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it has been the policy of the United 
States Government to giv- more or 
less official indorsement or Ciscpurage- 
ment to foreign loans th-ough ths 
Treasury or State Department. In 
the case of China a monopcliszic con- 
sortium was supposed to help keep a 
damper on upstart warlords ard anti- 
government upheavals, as vell as to 
safeguard American invesors from 
wildeat loans. At other fm2s and 
from other countries, our backers have 
floated foreign loans among American 
investors, without any commensurate 
zovernmental action or witaout ade- 
«quate information on the bssic social, 
political, and psychological trends ir. 
those countries. In some zases big 
subsequent losses have beer: suffered 
by investors. Itis nota simple matter 
to predict the future fate «f zertan 
“oreign loans. The day o govern- 
mental interest in foreign losns is not 
over. But the equipment of the 
Treasury and State Departments for 
making expertganalysis of The social 
and psychological conditions afecting 
those leans cannot be assumed to be 
any more scientific than it has been for 
decades past. 

The tariff, like foreign loans, is some- 
thing which does not depend merely 
upon the clamor of men with money 
to invest or protect, and upc certzin 
readily available economic ‘tazistizs. 
‘Those have been continually available 
to legislator, statesman, and. netional 
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spokesman. But what these persons 
have not had is equally definitive data 
on the degree to which special classes 
and publics in foreign countries were 
reacting with resentment and retalia- 
tion toward our tariff increases. 
Hence, to recall the more recent cycle, 
the harriers arose. Goods stopped 
moving. They piled up. Some 
spoiled. Prices tumbled. The de- 
pression was given more shoves down 
the toboggan slide. And ominous 
concectration of tariff and quota 
power in governmental hands spelled 
fiercer economic war. 

The key point, so far as our present 
interest is concerned, is that our own 
Tariff Commission was not then per- 
mitted by law, and is not now, to 
gather and present to our citizens, our 
legislators, our executive officers, in- 
formation on the way these foreign 
peoples and dominant groups were 
actually feeling about the tariff in- 
creases. Only after the goods stopped 
moving, piled up, and led to lower 
prices—after the barns were burned 
down—could the country be reminded 
that there might have been a fire de- 
partment! And, tomorrow, should an 
adminstration opposed to reciprocal 
tariffs enter the White House, the 
same cangers might reappear unless 
adequate machinery were devised for 
keeping us in touch with public opin- 


- ion, special groups, classes, and move- 


ments _n foreign countries. 


Il. THE FQRM 


Contrast WITH ARMANENT 
AND Economic Dat: 


The comparative helplessness of the 
statesman who would gear his interna- 
tional or world policies into‘rezlistic, 
unprejudiced, and at least pactially 
scientific analyses of the sœial and 
psychological conditions in the Jiffer- 
ent foreign countries with whom Lis 


country has economic and political re- 
lations, appears the more striking 
when it is contrasted with his relative 
certainty with regard to a few other 
conditions in foreign countries. Take 
for instance the state of armaments. 
It is always of importance to him to 
know tie condition of armaments in 
other countries. But this he can find 
out wich relative precision, partic- 
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ularly if his country’s military at- 
tachés and secret service are operating 
efficiently. The form in which this 
information comes to him is in terms 
of number of men of different specific 
degrees of training in army, navy, and 
air force, number of weapons of differ- 
ent concrete specifications, and so 
forth. ‘Though variegated, these facts 
are on the whole definite, objective, 
comparable. So far as imponderable 
or intangible reports are mingled with 
the more explicit data, the two are 
readily distinguished; and the criteria 
for gauging the accuracy and reliabil- 
ity of the more objective, quantitative 
type of data need not be confused with 
the criteria for interpreting the more 
intangible type. 

On the whole, moreover, these data 
are easily set into a general frame com- 
prising all the given categories of arma- 
ment, many and subdivided though 
they be. And when so placed, they 
permit the arms situation of one coun- 
try to be compared with the arms 
situation in other countries, in the 
form of figures, tables, and graphs. 

This seems all very simple, ordinary, 
and by itself hardly worth comment in 
this day and age. It should be re- 
called, however, in order to impress us 
with the sharp contrast it presents to 
the form in which data are presented 
to our statesmen on the psychological 
and social conditions in foreign coun- 
tries, which affect the foreign poligies 
of those countries. 

With regard to the economic situa- 
tion in foreign countries, much the 
same can be said as with regard to 
their armament. It is conceded by 
most men that it is of vital importance 
to know the economic resources, the 
productivity, the means of transporta- 
tion and communication, the financial 
soundness and versatility, the credit, 
and other like facts about foreign 
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countries. These, indeed, it is deemed 
essential to know with respect to any 
prospective enemy or ally in war. 
Even from the standpoint of ability to 
bring presstre in international politi- 
cal situations, such facts as these are 
needed; while, from the standpoint of 
prospects for peaceful international 
trade, both these and quite a number 
of other economic facts are important. 

As in ths case of information on 
armaments, it is assumed that most 
of the econcmic data are of a verifiable 
type, and in terms of objective cate- 
gories and quantitative measures. So 
far as an intangible type of informa~.» 
tion and prediction is intermingled 
with them, the two types, again, are 
readily distinguishable; and, as in the 
case of armament data, the criteria for 
interpreting the accuracy and rela- 
bility of the objective and quantitative 
type need not be confused with the 
criteria for interpreting the more in- 
tangible typee 

Moreover, these facfs are also read- 
ily fitted into a general framework 
comprising all the given categories, 
roultitudinous and detailed though 
they be. And when so arranged, they 
permit the economic situation in one 
country to be compared with the eco- 
nomic situation in other countries. 
Thus the szatesman can secure a pano- 
ramic, columnar, and graphic per- 
spective of many aspects of the rela- 
tive economic status of different 
countries. 

By itself, all this seems common- 
place; its importance here, again, lies 
in the contrast between the kind of 
knowledge which is open to the states- 
man upon the economic conditions of 
foreign countries and the kind of 
knowledge which is open to him upon 
the social organization, social move- 
ments, contending groups, and public 
opinion of those countries. 
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Contrast WITH LEGAL 
SYSTEMATIZATION 


By the traditionally minded legalist 
and student of political con titutions, 
it may be claimed that -we have 
omitted the most importart part of 
the picture which is accessible to the 
national leader and the publ; zhat is, 
our knowledge of the political consti- 
tutions of these peoples, of -he struc- 
tural form of their governments as de- 
tined in legal documents, of the body 
of laws on their statute boozs and in 
their court decisions; and then, too, 
etheir solemn international treaties; 
and finally, of less or greater .mpor- 
tance at different moments, tae official 
utterances and confidentia? >fficial 
communications with refererre to the 
` political policies and attitudes of the 
governments on specific issues. 

Now it is true that, excerpt for the 
statements of policy and atitude, 
there is a systematizatien in this gen- 
eral body of facts which is oer over- 
looked, and which is indeed ir contrast 
to the lack of systematizaticn in the 
kody of data available on th- vibrant 
psychological and social situations in 
foreign countries. Just as tLe statis- 
tical and mathematical form of much 
af the economic data on alen lands 
has centuries of methodolozical or- 
ganization behind it, so the ccaceptual 
form, the nucleated groups œ r2lated 
ideas dominating constituticnal and 
legal information on foreign'sfates, has 
behind it the reflection of old Europe, 
oi the Romans, of the Greek , and of 
even earlier civilizations. Corcepts 
o? property, of the person, of the state, 
o- rights of all sorts, of offens2s, of 
modes of legal procedure, and'so forth, 
fell into traditional frametorxs of 
reference with hundreds of pigzor holes 
icto which details and variatons can 
ba placed. 
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Without the precise compara- 
bility possible with identical units of’ 
value and measure employed to re- 
port on armaments and economic con- 
ditions, these related sets of concepts 
are nevertheless regarded by legalists 
and many others as exceedingly valua- 
ble in providing a basis for a pano- 
ramic, analytical comparison of the 
laws, the governments, the state ac- 
tions, and even the avowed political 
policies of different foreign countries. 
And they have much reason to regard 
this anciently rooted systematization 
as permitting the statesman to have a 
much better organized body of data 
on these matters than he has upon 
psychological and social situations.’ 


PRIMITIVE State or SOCIAL 
Data OBTAINED 


If it now appears, by sheer contrast, 
that data on social structures, social 
relations, social movements, and out- 
standing events and explosions, are 
not presented to statesmen by their 
aides in any such systematized, com- 
parable, and quantitative form as our 
data on laws and constitutions, eco- 
nomic conditions, and armaments, it 
may be well to recall in just what form 
they are presented. 

Unless at this point we tear down a 
false facade, we shall radically under- 
estimate the gravity of the problem 
we face. Unless. we understand the 
relatively primitive state of our infor- 
mation on psychological and social 
forees in foreign countries, we cannot 
realize how imperative it Is to tackle 

3 Of course there are quite a number of other 
sets of data in quantitative, objective, or con- 
ceptually systematized form-—-data on popula- ~ 
tion and its composition in various categories 
from schooling to religion or nationality, infor- 
mation on geographic conditions, and scheduled 
facts upon other aspects of foreign states, na- 


tions, and peoples. But the above types will 
suffice for illustrative purposes. 
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.’ the problem in the light of the best 
* _ modern approaches available. 


What then must be said about the 
form in which social and psychological 
information is reported for the benefit 
of world ‘statesmen, national spokes- 
men, and the public? It is largely, it 
must be confessed, in concrete episodic 
form, in descriptive form, in rather 
broad generalizations of an exposi- 
tional nature. On the whole, each re- 
port, like the “story” of a newspaper 
reporter, is from the point of view of 
the particular individual who writes 
it. If the coherence and unity of a 
given paragraph, or of the story or ex- 
position as a whole, require the shap- 
ing up, trimming down, and elimina- 
tion of certain qualifications or excep- 
tions to the general picture presented, 
then that trimming and cutting is done 
—in contrast to the fact that in all 
scientific endeavor the exceptional in- 
stances are the most valuable from the 
standpoint of testing the validity of 
one’s hypothesis! 

In other words, as editors of even 
scientific journals and books know, as 
any self-conscious writer of even a pa- 
per like this knows, the reduction of 
information or ideas to a certain com- 
positional or rhetorical form inevita- 
bly leads to suffusing the information 
or ideas with the bias of the writer and 
- trimming them to the restrictions in- 
herent in the opopona form 
adopted. e 

No wonder the ee of the regional’ 
divisions in the Department of State 
are swamped in the attempt to read, 
digest, weigh, and compare these in- 
dividual reports which pile up on their 
desks, in a manner that will let them 
keep up to date their composite picture 
of foreign countries. If reports on eco- 
nomic conditions came to the Depart- 
ment of Commerce, the Tariff Com- 
mission, or the Treasury, in any such 
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form, it would be impossible for those 
bodies to transact a fraction of the 
busines they do at present. 


Different treatment of same situation 


But the anomaly is not limited to 
the fact that reports on the social or- 
ganization, social movements, and 
public opin:on of alien countries are on 
the whole like simple, episodic, descrip- 
tive, and expositional high-school 
themes or stories, each from the point 
of view of its individual writer. Im- 
plicit in this situation, also, is the fact 
that the various aspects of a given 
situation which are treated by any two 
writers in such report may differ very 
materially. 

Take a social movement, for in- 
stance. Go over the reports upon it 
submitted by two to a half-dozen 
writers or consular agents in different 
parts of a given country. Note the 
anatomical analysis of the movement. 
See the kinds of facts and the relative 
proportion of emphasjs given to each. 
Note the kig gaps in the kind of items 
in any one treatment, from the stand- 
point of the items in any other one! 
Then do the same in any report on 
public opinion! Then take the reports 
of those in different countries geport- 
ing back to their government or a com- 
mon center, on similar social move- 
ments or similar manifestations of 
public opinion. See how close and 
how far apart they are. See what 
skeletal parts are treated by one, as 
compared with those which are treated 
by the otnaer! Or, if you wish some 
variation, go to three or four different 
departments of the Government, or to 
three ‘or four different advertising 
firms or banks or export firms who’are 
studying zhe contemporary situation 
in some cne foreign country: secure 
their analyses and diagnoses, and com- 
pare them. 
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I urge this seriously becawse I have 
tried it, only to find the mostastonish- 
ing differences in the analyse: and pre- 
dictions. In one case, for instance, 
when I followed back these d_fferences 
to the various aspects of the tcta. situa- 
tion which each attempted tc cover in 
making its diagnosis, I discovered this 
simple but pivotal fact: one of tha most 
dynamic and effective groups in the 
country reported upon was 207 even 
considered by one of the offices, was 
only casually recognized by tke sec- 
cnd, and was given serious considera- 
tion only by the third. 

e In short, men who, as specialists in 
government or in economic, would 
have insisted upon turning their micro- 
scope upon quite a list of items in ac- 
cordance with the respective govern- 
rental or economic frame of reference, 
cutline, or list of items which ouzht to 
be examined, appeared to have no 
frame of reference whatsoever for the 
consideration of social m®verents and 
public opinions In fact, t never 
seemed to occur to them tat there 
could be any frame of refersenze for 
studying such matters. Questions of 
that sort appeared to be a sert of no 
man’s land where anyone’s frem2work 
was akput as good as any otler one’s. 

In order to make sure that investiga- 
tors of airplane accidents will -ake into 
consideration all the possible zarses of 
a mishap, an elaborate schedul2 and 
an elaborate diagram on whizh to in- 
dicate these possible causes have been 
developed by the aéronautics special- 
ists of the Department of Cammerce. 
But has any such attempt been made 
to draw up schedules and diagrams to 
indicate the possible causes ef crowd 
demonstrations, social mo-ements, 
Icbbies working on internatioral*:rade, 
nationalist outbursts, or ary other 
single item among scores of scciel and 
psychological situations? As long as 
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this contrast continues, statesmen will 
continue to be deluged with the most 
diverse diagnoses of social and psycho- 
logical situations by all sorts of indi- 
viduals who would never think of ac- 
cepting an amateur’s word in their own 
specialty. 

There may be some excuse for this 
when men are reporting conditions in 
their own home town, home state, or 
home country—provided they and 
their own readers or hearers are in 
close touch with a sufficient variety of 
individuals and situations in each 
area. But when it is done with respect 
to foreign countries where It takes a 
decade of close and intimate acquaint- 
ance to secure any wide personal 
knowledge of social situations, popula- 
tion types, and the psychology of vari- 
ous groups, then such an attitude can 
only be regarded as intellectually pre- 
scientific and, in this day and genera- 
tion, fundamentally naive. 


Lack of conceptual basis 


When we ask why a story or a high- 
school theme is tolerated in reports 
upon tangled social situations in for- 
eign countries, and why there seem to 
be almost no common frames of refer- 
ence employed for studying such situa- 
tions, we are thrust back upon a third 
deficiency. That is the failure to use 
any common set of basic concepts, ` 
basic definitions, and basic notions of 
interconcept relationships. In other 


* words, anv fundamental conceptual 


basis like that which brought codes of 
law inte being in the most ancient em- 
pires of the Near East and permitted 
the systematization of law among the 
Romans, is utterly lacking in the ele- 
mental, descriptive, episodic, and gen- 
eralizing mode of reporting sociai situa- 
tions. Take the key notions of group, 
class, social movement, or public 
opinion, and especially the different 
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multitudmous component notions 
which go to make up group, social 
class, or social movement, and perhaps 
the relations between these com- 
ponents. Or, take the term “national- 
ism,” even as used by some of the most 
prolific writers on nationalism, or the 
items and subconcepts necessary to be 
included in any adequate account of 
nationalism. In the use of ‘some of 
these concepts in the reports we have 
been discussing, it will take no deep 
study to show that there is sheer chaos. 

Is there any wonder that the infor- 
mation reported about social situations 
in foreign countries is partial, scrappy, 
noncomparable, often contradictory; 
that it is often as primitive and pre- 
historic in its lack of accuracy as in 


its lack of any adequate conceptual 
base? 


Quantitative statistical data 


Just one other brief point. With 
archaically simple, individualized nar- 
ratives or expositions of alien social 
and psychological conditions, with no 
frameworks of reference presenting 
the various aspects of social situations 
which must be taken into considera- 
tion, with no accepted set of concepts 
and definitions, it is of course not to be 
expected that, in the fourth place, 
there can be much in the way of aver- 
aged or quantitative data. 

And if some numbers or statistics 
are injected into these reports Inci- 


dentally, the chances are, perhaps, 


that they may be misinterpreted be- 
cause of the writer’s very unfamiliarity 
with the precautions as to units, def- 
initions, and so forth, which are neces- 
sary in dealing with any kind of statis- 
tics! The number of persons in a na- 
tionalist movement, for instance, may 
be reported either with or without ex- 
planation, in a setting which gives a 
totally distorted impression. The 
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question is, What is involved in be- 
longing to the given nationalist move- 
ment? Until that is clear, how can 


one interpret the number of “mem- 
bers”? 


A DEVELOPING SCIENCE 
ÅVAILABLE 


When the social and psychological 
data furnished to our national spokes- 
men and statesmen, therefore, are com- 
pared to the data furnished them on 
armaments, laws and treaties, and eco- 
nomic conditions, there seems no deny- 
ing the contention that, from the 
standpoint of scientific maturity and 
reliability, the former data are pre- 
sented in primitive and crude form, 
and have an unknown reliability which 
frequently turns out to be sheer con- 
jectyre. The next question is, How 
far is this necessary? How far is it 
possible to gather more accurate and 
objective, more finely analyzed, more 
definitive types of data? 

On the surface ite may seem that 
more scientific methods of gathering 
these data have been blocked by the 
traditional momentum of routine legal- 
istic governmentalism. In spite of 
that momentum, however, political 
scientists of late have been digcussing 
elections, political parties, political 
leaders, pressure politics, propaganda, 
publics, and other more or less dra- 
matic aspects of government. Simi- 
larly, the application of more scientific 
methods to social situations may seem 
to have been overshadowed by the 
plethora of nominally precise economic 
data, and by the obvious importance 
of economic statistics to Industry and 
trade,*»to individual and national 
wealth, But occasionally economists, 
like their political science colleagues, 
have themselves broken over into the 
field of psychological and social fac- 
tors—earlier m the sphere of eco- 
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nome motivation, for instamce and 
later in the sphere of institutional and 
group organization. Neither the 
political scientists nor the economists, 
on tke other hand, seem to have pro- 
duced much consensus as to basic con- 
cept, methods, and techniques in the 
broad field of these supposedly inci- 
dentel factors affecting the “formal” 
core cf their disciplines. In significant 
revelation of their conceptior of this 
field, it is spoken of as “in?ormal.” 
Yet cbviously for this very res som it is 
the victim of free-lance forays cf ra- 
tiona ization, speculation, and dcgma, 
ag well as some occasional serious re- 
search. 

It happens, however, that for quite 
a number of decades there has been 
anotker group or two of special sts who 
have been opening up the general 
spherzs of knowledge we have t een dis- 
cussirg, as parts of their present-day 
specielties. Several ‘centuries ago, 
Machiavelli warned his Prinze real- 
isticaly against the violation of cer- 
tain customary conditions, which 
might stir the masses to unrest and 
antagonism against him. Later, 
Walter Bagehot and Herbert Spencer 
depicted the power of custom, rmual, 
and car@monialism. William Sumner 
elaborated on the mores. The an- 
thropdlogists filled out the meenixng of 
“culture.” Cumulatively there has 
been developing a study of customary 
behavior patterns which condi-ion the 
entire hierarchy of social -organiza- 
tions, movements, and sets of 2pmion 
and ettitude. Similarly, mary gen- 
erations ago, Gabriel Tarde, tre creat 
Frenca jurist, declared that wayes of 
public opinion should be recorced and 
charted for the use of statesman; and. 
cumuktively since then ther2 have 
been developing from time to zime 
various methods and techniques for 
doing this very thing.- And so we 
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could call into review pioneers and fol- 
lowers in the study of crowds and sects 
and social groups, of social movements 
and revolutions, of leadership types, of 
conflict and other social processes, and 
more recently of attitudes, of press 
opinion, of elections, and so on. 

The more recent of these develop- 
ments are so outstanding that the 
specialists in laws, treaties, and con- 
stitutions, and the experts in economic 
calculations and trends, will soon be 
reluctant to pass judgment upon the 
more intangible aspects of interna- 
tional relations without the collabora- 
tion of the specialists just mentioned. 
Too vividly they have been reminded 
of Wocdrow Wilsons disappoint- 
ments. Able authority in political 
science and government, he was seri- 
ously handicapped for estimating the 
basic realities of cultural change, the 
balance of power among vested in- 
terests, “subversive” organizations, 
popular wishes, and the momentum of 
popular passion. His prophetic Four- 
teen Points and the slogans derived 
from them, when thrust aside as pre- 
mature and utopian, are said with 
some reason to have upset the equi- 
librium among half the people of the 
world, only to bring fruitless struggle 
and rebellion, nationalist anti-foreign- 
ism, and ultimately the present-day 
renewals of aggression, particularly in 
the Far Orient, the Near Orient, and 
Europe. Certainly postwar tragedies 
have demonstrated the urgent need for 
gearing idealism into the most realistic 
psychological and statistical analyses 
which experts in opinion, social or- 
ganization, and culture can devise for 
the study of the attitudes and motiva- 
tions of publics, the nature and opera- 
tion of aggressive groups, and the rôle 
of various psychologically and eco- 
nomically vested mterests in cultural 
change. 
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HI. THE SPHERES 


PUBLIC OPINION 


Woodrow Wilson was not an excep- 
tion in his inability to play the rôle of 
an expert in this field. Only a few 
years before, the ghastliness of the 
World War itself might have been pre- 
vented if the chancelleries of Central 
Europe had been able to gauge British 
public opinion and to know that Great 
Britain would speed to the rescue of 
Belgium and France. Even in 1917 
the war might have taken a very dif- 
ferent course if Germany had been able 
to anticipate the trends of opinion and 
of response to propaganda in the 
United States. Of late it is claimed 
with some array of evidence that Italy 
would not have ventured upon her 
Ethiopian escapade if her representa- 
tives in Great Britain and Great 
Britain’s representatives in Italy had 
been close enough to the currents of 
feeling and opinion in different intra- 
country groups to interpret them cor- 
rectly. It is. noteworthy that An- 
thony Eden’s recent initial public dec- 
larations that Great Britain would go 
to the support of France and Belgium 
if they were attacked, seem to have 
been made to offset the misinterpreta- 
tions of British attitudes which had 
been made in Germany by the Reich’s 
official representatives to His Maj- 
esty’s Government. £ 

Oddly enough, Premier Mussolini’s 
miscalculation of the world’s probable 
response to his Abyssinian campaign 
seems to have been based in part upon 
the world’s less severe response to 
Japan’s campaign in Manchuria and 
m Shanghai, in similar defiance of 
League of Nations and Kellogg Pact 
vows. And Japan’s apparent miscal- 
culation of Western reactions to her 
own aggression, in turn seems related 
in some real measure to her inferences 


from the West’s half-hearted response 
to the violation of League and Kellogg 
Pact undertakings by China in the 
very same Manchuria in 1929 and to 
the violation of Pact undertakings by 
Russia in that 1929 incident, and ap- 
parently to the European powers’ lack 
of resistance to the excesses of the 
Chinese revolutionaries a few years 
before that! Andcertainly the League 
seemed to have no appreciation of the 
solidarity with which vocal Japanese 
opinion was ready to back up the Man- 
churian move and to support the mili, 
tary. 


Unrevealed opinion 


As soon as we take the most ele- 
mental step toward some analysis of 
situ@tions such as these, and differen- 
tiate between the attitude and opinion 
of a government and of its people, we 
begin to come to grips with the com- 
plications which must be ironed out or 
interpreted in any one diagnosis. A 
check-up on the Peace Ballot of over 
eleven million Britons in 1934, and on 
the ballot of twenty-five thousand 
Britons in the borough of Ilford a few 
months previously, may have_ given 
Italy her confidence that these Anglo- 
Saxons would refuse to go to war in 
the name of the Locarno treaty, the 
League, or any other system of collec- 
tive security. But these polls only 
began to reveal the potentialities and 
the component parts of British public 
opinion. By December 1935, Sir 
Samuel Hoare had to be retired from 
the Foreign Secretaryship because of 
the Hoare-Laval compromise offered 
to Mussolini; and “British opinion was 
... pyepared to go to war with Mus- 
solini’’! 4 

* Harold Nicholson, “British Public Opinion 


and Foreign Policy,” Publie Opinion Quarterly, 
Jan. 1937, p. 60. 
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In the Far East, similar surprises 
kave occurred and miscabulktions 
been made by foreign and native ob- 
servers. The rebound of Chinese 
public opinion in support o` Chiang 
Kai-shek when the Japanese were 
putting pressure upon him to extermi- 
nate the Communists has not been the 
cnly recent surprise of the N-pronese. 
‘The accumulating trends of Chinese 
cpinion from 1917 to 1925, tae explo- 
sion of anti-foreignism in 1925 to the 
astonishment of Europeans and Amer- 
izans (who described it as “a doli from 
the blue”), the shock and disappoint- 
-Thent of thousands of foreign m_ssian- 
aries and laymen who saw. t-usted 
Chinese acquaintances anc friends 
turn against them as citizers of the 
now hated “imperialist” nations— 
here is a record of naive misaop-¢@hen- 
sion examined at close range by the 
writer, which stands as one of many 
examples of the primitivene-s of our 
acquaintance with the course of public 


cpinion in forei@n countries. It also | 


illustrates the enormous cos oï such 
ignorance in terms of time, effort, emo- 
tion, and money. 

There is little use in following the 
2ad of same academicians in 2laborat- 
ing othe defects of extinct and cb- 
solescent conceptions as to wkat vague 
and explicit components male up dif- 
ferent persons’ abstract ncticns of 
public opinion, in sounding a prophetic 


call for thoroughly objective use of | 


verbalizations in the study >f public 
cpinion, and then, simultaneously, in 
illustrating the workings cf public 
cpinion by almost sheer ccnceptual 
tagging of their own sabzective 
hunches as to how public op-nion has 
behaved! Of far more relevance have 
been the many objective s-uCies of 
balloting, with due allowane for the 
conditions at the time of tae votes. 
Speeches, “movies,” and entertain- 
ments of various sorts have been seized 
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upon as opportunities for noting items 
provoking applause or negative re- 
sponses. ‘The sale of newspapers, 
periodizal literature, and books, has 
been employed; and checks have been 
made upon precisely what people read 
in then. Curves of press opinion 
have been devised and employed to 
show tire attitude of a public in one 
country toward other countries. Vari- 
ous checks have been made upon radio 
listening. And then, during the past 
couple of years, direct mterview and 
questicnngire polls have been taken of 
opinior. or attitude on all sorts of 
topics. 


Improved techniques 


Gracually have methods and tech- 
niques been improved in these various 
types of investigation. Today ‘the 
theoretical discussions of response to 
verbal stereotypes, of conditioning cer- 
tain responses to a given situation or 
party by attaching an emotionalized 
verbalization to it, or, from the reverse 
point of view, the discussions of irrita- 
tion, frustration, discontent, and an- 
tipathy, for which rationalizations are 
provided—such discussions have been 
carried quite far enough in preliminary 
stages Lo permit a far larger amount of 
field use. The problem today is that 
of centering the various methods upon 
differert concrete communities, issues, 
and sequences of opinion, in order to 
seé whet contribution may be made by 
each in rounding out an analytical 
comprehension of these concrete situa- 
tions. And this can be done in foreign 
countries as well as in this country, if 
our representatives only have suffi- 
cient technical training and specialized 
skill tc undertake it. Of course, as 
long as high-placed officials argue that 
they de net need such devices because 
they keep the curves of public opinion 
in their heads (!) , as some have argued 
to me, such studies will be blocked; 
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but for those officials who block them, 
it is a little inconsistent to complain 
of the many narrative and expositional 
reports which are sent in by their sub- 
ordinates only to pile up on their desks 
for lack of time to digest them. 

Conservatively stated, it would seem 
wise to make a relentless analysis of 
sample periods such as that from 1919 
to 1933 in the Far East, to find out 
precisely how far we misjudged the 
trends of opinion in various publics, 
what it cost the world to misinterpret 
them, and through what means we 
might prevent such mistakes in the 
future. Unintelligent as it may seem, 
we may have to make still more egregi- 
ous miscalculations before we acquire 
that wisdom. 


SOCIAL MOVEMENTS AND GROUP 
ORGANIZATION 


Public opinion, of course, does not 
have its origin within itself. Even 
when we apply and develop a tech- 
nique for more adequately sensing the 
appearance and accumulation of sets 
of opinion and the trends they take, 
we shall thən find ourselves forced 
back one step farther. We shall have 
to recognize that waves of opinion and 
attitude are the result of the impact of 
situations or incidents, and in their 
more aggravated forms arise under 
special conditions of social unrest, 
leadership, social movements, and 
group organization. 

If we should plot on a map the opin- 
ion and sentiment of the Japanese 
with regard to military action against 
China in early September of 1931, we 
should probably find the map looking 
something hke a weather map of an 
approaching storm. At the storm 
center would undoubtedly be the so- 
called military party of Japan. But 
directly supporting it would be other 
groupings which had urged strong ac- 
tion for a number of years; and next 
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to them, certain larger publics favoring 
action although not so insistently; and 
soon. Similarly, if we should map the 
tumultuous “popular” feeling against 
Jews in Germany, we should have a 
map, first and foremost, of the mem- 
bership of certain consolidated groups 
with a spray of other individual like- 
minded persons, then larger groupings 
with some more unattached categories 
of individuals, and perhaps still larger 
interested publics. And the same 
would be true for the so-called “public 
opinion” of any country with regard 
to aliens from another country in 
strong disfavor. 

If some such procedure as this were 
employed, it would become evident 
that it is rather unreasonable to try to 
keep track of public opinion, or of 
waves of opinions and attitudes, with- 
out careful consideration of the groups 
and categories of human beings among 
whom those, opinions are discussed, 
and m that discussion, defined, and 
after that definition, surcharged with 
emotion. This general proposition 
has been illustrated so amply and for 
so many years in the sociological 
studies of several countries, and it is 
so basic in the political str@tegy and 
market research employed upon our 
own populace, that there is absolutely 
no further excuse for intelligent writ- 
ers, for leaders in export trade, for the 
Government’s legislators and execu- 
tive officers, to diagnose opinion and 
action in foreign countries without ref- 
erence to the different categories, 
classes, groupings, and organiza- 
tions amongst whom such opinion 
and agtion diverge. Yet that is 
precisely what is done, day in and day 
out! — » l 

Such slovenly lumping together of 
a whole people is peculiarly likely to 
take on an exaggerated form when 
there are impelling motives for creat- 
ing the illusion of great solid blocks of 
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people. The wish of an ardert na- 
t:onalist, particularly a neticnalist 
leader, to see a solid front s subtly 
preventive of clear, honest thmk:ng on 
tae differences of opinion and atzitude 
among the individuals he wishes to see 
united. The self-inflation involved in 
scanding up before the world es the 
representative of a whole nation or 
people, whether a strong pecple or a 
wronged people, presents a powerful 
temptation to many a writer, sp2aker, 
or executive officer, to simiHr omis- 
SIONS. 

The thoroughgoing accepzance of 
fae likelihood of differentiation of 
opinions on a group basis is on_y the 
preliminary step. The mair task is 
tae actual identification of those 
groupings and subgroupings IL inzreas- 
ingly detailed analysis. And thie too 
kas proceeded a great deal farther at 
tie hands of sociologists and others 

ssudying our own people than at the 
hands of those _ dealing with foreign 
peoples. Kinds%of groupings. kids of 
participation in group activi-y, kinds 
of characteristic behavior aad sym- 
bols, criteria of solidarity—these are 
commonplace objects of stucy in so- 
ciology, £nd to a much less degree i in 
marke? research and practical street 
polities. Yet what do we fnd even 
among supposed specialists in other 
sibjects, who dip into the group study 
of situations abroad? A writer on re- 
cant political movements abroad pre- 
sents in the Encyclopaedia o? the So- 
cial Sciences an article on sup=2r-na- 
tional, super-religious, super-racial 
movements in which there aze no 
quantitative data to tell us whether 
we should focus our thought*on hun- 
dreds, thousands, tens of thousards, or 
any other number. An economist is 
financed by a great foundation in go- 
ing abroad to study a world-wide semi- 
secret movement, only to pzockice a 


report based largely on the formel con, 
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stitutioas, the formal pronunciamen- 
tos, the openly publicized speeches, 
and the advertised numbers of mem- 
bers! These are typical. 


BACKGROUND CULTURE 


The necessity for calculating trends 
in public opinion drove us back to cur- 
rents af social unrest, social move- 
ments, and groupings of various sorts. 
It must now be realized that the ana- 
lytical mapping of party, nationalist, 
and other group organizations, and the 
analytieal estimating of their objec- 
tives, momentums, and other trends, 
do not mean that they in turn are to 
be assessed in isolation from the peo- 
ple and the culture in which they are 
functioning. 

Can you explain the power acquired 
by Gandhi in India, his close disciples, 
his parzy following, his more widely 
diffusec and trailing adherents, and 
the movements he has promoted—can 
you anglyze and interpret these except 
in terms of the civilizations of India? 
Can ycu explain the League of Na- 
tions’ miscalculation as to the rôle of 
the military party in Japan or the 
West’s astonishment at Japanese pre- 
miers’ retention of their positions after 
repudiation at the national elections, 
except on the basis of misunderstand- 
ing the peculiar psychology and cul- 
tural heritage of the Japanese people? 
Japan’s claim in the Sino-Japanese 
controversy before the League of Na- 
tions that she and her attitude toward 
China were not understood in the 
West, needs the frankest considera- 
tion, in view of her apparently crass 
and hypocritical attitude toward her 
League and Kellogg Pact vows. The 
failure of republicanism and various 
related movements in China, contrary 
to the optimistic predictions of noted 
Americans and American-trained Chi- 
nese, is simply another very prominent 
instance of not understanding the de- 
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tailed culture patterns of a great civili- 
zation. . 

A recent article in Public Opinion 
argues on the basis of European na- 
tionalist experience that nationalism 
is par excellence the trait of rural pop- 
ulations. To apply such an alleged 
universal generalization to Asia and 
Africa, and to stake a national policy 
or reform movement upon it, would be 
to court complete disaster. It is not 
safe to erect universals on limited Eu- 
ropean experience and to use them as 
substitutes for the inductive analysis 
and classification of individual cul- 
tures. Similar hastiness in applying 
to all Western countries with legal 
democratic constitutions certain gen- 
eralizations derived from democratic 
practices in Great Britain or the 
United States has received a rude set- 
back during the past decade. Why? 
Because of the utterly inadequate cul- 
tural analysis of the different degrees 
to which democratic patterns actually 
support republican governmental su- 
perstructures in different individual 
countries. 

With this general principle of the 
“cultural base” taken for granted, we 
may next turn to the question of meth- 
ods and techniques for studying the 
individual cultural base of each par- 
ticular country. For years, anthro- 
pologists and sociologists have been 
working on this problem. But how 
far have their methods and techniques 
been utilized by the branches of ,our 
Government desirous of understanding 
our insular possessions and foreign 
countries, and by our specialists in in- 
ternational relations? Why are men 
sent out as ambassadors or ministers 
to countries whose peculiar psychol- 
ogy and customs they do not know? 
Why do our business men still lose 
hundreds of thousands of dollars in 
promotion abroad before they dis- 
cover that the words they have been 


153 


using, the symbols they have been em- 
ploying, or other aspects of their sales 
campaigns have aroused negative in- 
stead of positive reaction? Appar- 
ently because our government depart- 
ments, our economists and specialists 
in laws and constitutions, and our ex- 
porters are either unaware of the long- 
range penalties we have paid for such 
unprofessionalism, or innocent of the 
elaborate specialization necessary to 
comprehend the basic types of behav- 
jor in the psychology and culture of 
any alien people. 


SocraL-CuLTURAL CHANGE a 


It has been asserted that to under- 
stand the more fluid and shifting reac- 
tions of the various categories, pub- 
lics, groups, and institutions in any 
courmtry, we should be acquainted with 
the cultural base out of which the lat- 
ter arise, and the flow of immediate 
situations and events which evoke re- 
actions. It has been implied that 
note should be taken“of the tempo in 
shifts, of the frequency of functioning, 
of the actual transformation and 
change, which take place within any 
social structure and culture. 

Urban centers have long*been re- 
garded as thg focal point of change. 
No people can be understood as a 
whole if the inhabitants of the semi- 
isolated hinterland are regarded as 
identical in characteristics with those 
drawn into the vortex of mass produc- 
tion, rapid means of transportation 
and communication, ebbing and flow- 
ing of migrants, greater educational 
and reading facilities, and increased 
shifting,from one group or class to an- 
other. ‘Where these things are taking 
place, etonomic wants are different, 
group and national loyalties may be 
more variegated, crowd action occurs 
under different provocations, and the 
pressure for national and international 
action may be far more insistent. And 
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t> understand urban opinbns and 
group behavior, it is as necessery to 
know these underlying conit oning 
factors as it is necessary to Enaw the 
underlying geological formetions in 
order to understand the m&ec out- 
croppings on the surface of a mountain 
r-dge. To forget this fact wih regard 
to a foreign country is to make inevi- 
table a misunderstanding of its total 
life and people. 

If civilization can be said ~o be the 
product of the city, it is well to be 
cautious in assuming that mcvements 
derived from urban conditions charac- 
' rize an entire people. To a greater 
or less degree, a similar cautior is in 
order with regard to ideals and social 
movements which are the prod ict of 
limited groups and limited situctions. 
The virtual evaporation of poditizal re- 
Eublicanism in many a country of Eu- 
rope, South America, and Asm has 
keen due to the fact that it kas repre- 
sented the rationalized wisies of a 
small group of the people and has not 
ceveloped out of the cultural base of 
the masses. 

Social-cultural change mu;t be fol- 
lowed back to its conditioning fac- 
tors (from inventions to ralroads or 
school) ; it must be traced in its spread 
from points of origin (whether by con- 
centric “diffusion” circles, or by more 
complex lines of contact); tae differ- 
ential momentums of its ecmponent 
parts must be weighted; and the differ- 
ential susceptibilities to its various 
forms must be sought among different 
categories of individuals and different 
groupings of the populace. 

Probably the most fatal mistake 
made by Western nations in the Ori- 
ent has been the misunderstemcing of 
the borderland, the marginal, the hy- 
brid types of persons and grou ps which 
Lave arisen in rapidly changing situa- 
tions. From them have sprung the 
chief boycotters of Western trade and 
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the chief aides to the American ex- 
porter and importer. From them 
have come the chief proponents of re- 
bellion and revolution, and at the 
same time the chief intermediaries of 
constructive change. Yet with re- 
gard to these hybrid types we have 
made incalculably expensive blunders, 
and will doubtless continue to do so 
until we adopt more thoroughgoing 
scientific methods of studying these 
types and the social-cultural changes 
out of which they arise. 


Unrest AND CONFLICT 


And finally, to cut short these sug- 
gestions for an approach to the social 
aspects of international relations, 
there are some phases of the total en- 
semble of any people which need to be 
studied with peculiar care. I refer in 
particular to the conditions of adjust- 
ment, of unrest, and of conflict. 

In social-cultural change, some 
forces disintegrate and others fuse into 
new dynamic forms. Great masses of 
people may be thrown out of em- 
ployment. Traditional customs and 
groups have their sacred procedures 
and rights challenged. Vested inter- 
ests are undermined. Unrest provides 
fuel for disorder. Conflicts burst out. 
Such have been the products of con- 
tact with foreign cultures through the 
agency of traders, missionaries, inter- 
national political emissaries, returned 
soldiers and students, and foreignized 
schools. 

et our means of keeping our fin- 
gers on the pulse of these dynamic 
situations, these strands of unrest and 
conflict, seems to be almost as crude 
as they were centuries ago. Criteria 
of unrest can be utilized. Types of 
conflict can be ranked, classified, and 
weighted. Both can be related to cul- 
tural bases, situations of change, and 
special groupings of persons. The 
next step may be curves of overt inci- 
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dents of conflict, charts of the strength, 
momentum, and leadership of the 
forces set against one another, de- 
tailed maps of the lines of friction in 
each major area, and diagrams of 
major attitudes on the chief points of 
dispute. 


To expend hundreds of millions on 
the latest scientific paraphernalia for 
making money abroad, for saving our 
money from influences originating 
abroad, and for protecting ourselves 
from peoples abroad with guns and 
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gas, but at the same time to neglect 
the latest scientific equipment for fur- 
thering ouz understanding of foreign 
peoples in the interests of peace and 
peaceful commercial and financial and 
other relations—that indeed is weird 
irony which can only continue to bring 
a terrible boomerang! 

For sheer elemental protection, 
there is needed the equivalent of a De- 
partment cf Social and Psychological 
Intelligence on Foreign Peoples, tak- 
ing its place alongside the most revered 
of our traditional departments, dove- 
tailing into at least five of them. 
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THE ECONOMICS OF ISOLATION: 


I. THE SOVIET REGIME IN RUSSIA 


T is natural to turn to Russia for the 

most outstanding example of im- 
dividual adaptation, but the changes 
observable since the system was sur- 
veyed in these columns at the end of 
1934 indicate rather some return to- 
wards conventional capitalist ideas 
than the fulfillment of previous differ- 
ences. This can, perhaps, best be 
made clear by a rapid review of some 
of the outstanding features of the So- 
viet régime. 


Tur Five-Year PLANS 


Four distinct periods may be ob- 
served in the economic history of post- 
war Russia. Between 1917 and 1921 
civil war, foreign blockade, and experi- 
mental mistakes reduced the standard 
of living seriously, below even 1913 
levels. But in 1921 Lenin’s New Eco- 
nomic Policy, entailing a partial return 
to individualistic enterprise in trade 
and agriculture (though not in indus- 
trial production) marked the turn of 
the tide. A gradual recovery provided 
a foundation for planned progress, and 
the first Five-Year Plan (1928-1932) 
stimulated production anew, especially 
of capital goods, and was accompanied’ 
by a renewed elimination of private 
enterprise. 


1A series of articles on the Economies of 
Planning appeared in the Manchester Guardian 
Commercial some time ago. It is now proposed 
to publish a further series by the same writer, 
in some Instances bringing the earlier articles up 
to date, in others covering entirely fresh ground. 

[The series on the Economies of Planning was 
reprinted in 1935 in pamphlet form by the Amer- 
ican Academy of Political and Social Science and 
is still available-—Eprror’s Nore.] 


Finally, the second Five-Year Plan, 
now in progress, has included in its 
objective the rapid development of the 
lighter industries and a rising standard 
ofliving. The net effect of the changes 
since 1917 has made the state the owner 
of all the means of production, raw 
materials, capital equipment, factories, 
and, for al. practical purposes, labor as 
well. Personal property in the form 
of state bonds, a house, or a car, is 
permissible, and can, up to a limit of 
50,000 rubles, even be inherited. 


PRODUCTION 


Production generally i is controlled by 
a kind of eedhomic general staff, and is 
carried on both by tke state itself and 
by codperétive bodies of producers un- 
der its guidance. An expert advisory 
body sugzests estimates known as 

“control figures,” which are then sub- 
mitted to the various commissariats 
and central organizations of thg differ- 
ent trades fiering down through these 
until they reach the individual factory 
and worker. These are returned ac- 
companied by suggestions and amend- 
ments, and a final plan is then drawn 
up, with control figures determining 
quantities and prices at every stage of 
production. 

The individual factory. or group of 
producers has no control over costs or 
prices,e whose relationship i in capitalist 
enterprise is so important a guide to 
apprepriate and economical produc- 
tion. 

It appeers, however, that this system 
is being gradually modified in several 
directions. In the first place, profits, 
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eonstituting a necessary el2ment in 
state finance, have been encouraged. 
Secondly, state production teads to 
come into competition with cc3perative 
industries, with beneficial re=ilts upon 
the efficiency of both. Thirdly, since 
1934, at any rate, there has developed 
« tendency for the central orgenizations 
to hand over their final plans ~o smaller 
euthorities' for execution anc supervi- 
sion, and a still greater mzasure of 
Cecentralization may reasona ly be ex- 
pected in the future. 


Monry 


æ A significant feature of the Russian 
experiment has been the chang-ng at- 
titude towards money. In th- theoret- 
izal final stage of Socialism money 
would be abolished, and an eazly at- 
tempt was made to introduce a money- 
lass system of accounting. The Baper 
ruble was openly depreciated, while 
payments were made by drafis and 
kook debts. The New Kcon»m-c Pol- 
izy, however, recognized the tesirabil- 
ny of a relatively stable standard of 
value, and the newly established State 
Bank in 1922 issued a new monetary 
cnit called the “chervonets.” based 
cn gold, foreign securities, and trade 
kills. ° 

Tw years later the Qgveramənt it- 
self issued inconvertible notes cf smaller 
cenominations, maintaining rominally 
a certain proportion between ~hese and 
the chervonets. In 1930 trade bills 
were replaced by direct bans credits 
to enterprises, based on turrover, on 
the grounds that a closer relation be- 
tween credit and goods woulc thus be 
jnsured. 

In March 1936, after a ten-year 
s2paration between its interne? end its 
external value, the ruble was stabilized 
on the basis of three Frenc2 trancs. 
The present monetary system n Russia 
is thus in essentials similar t> taat in 
other countries, and “monezless ac- 
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counting” has been postponed to an 
indefinite future. 


TRADE 


Wholesale trade is in the hands of 
state, municipal, and codperative en- 
terprises, each of which is responsible 
for buying the necessary materials and 
selling the finished goods at fixed whole- 
sale prices. _ 

Retailed trade is organized by a 
variety of state or nationalized codper- 
ative undertakings, buying and selling 
at fixed prices. Here again, however, 
the competition between rival under- 
takings is proving a stimulus to 
efficiency and to the reduction of costs 
and wastage which, in spite of the dis- 
appearance of the middleman, have 
been very heavy. 

In particular the rapid growth of 
agricultural production has led to a fall 
of 25 per cent in food prices in two 
years, since the state shops have had to 
reduce prices to correspond with the 
uncontrolled prices at which farmers 
have been allowed to sell what remains 
of their crops after supplying their 
fixed quota to the state. This con- 
trasts with a planned fall of 35 per cent 
in food prices for the whole of the 
second Five-Year Plan. 


DISTRIBUTION 


For many years finished goods were 
distributed by a mixture of fixed prices, 
free market prices, and rationing. 
Down to 1935 workers favored with a 
high-scale ration card were able to buy 
most of their necessaries at the con- 
trolled low prices. For the rest of their 
requirements—and for progressively 
larger proportions of the purchases of 
less-favored classes—there was a choice 
between the state “commercial shops” 
selling goods at higher prices and the 
free market m which certain goods 
could from time to time be bought at 
still higher prices. 


Tue Economics or ISOLATION 


The system of rationing, necessitated 
by the existence of a real shortage of 
goods, was also useful in securing a 
planned distribution in favor of those 
classes who were most valuable to the 
state. Lately, however, as the short- 
age of consumable goods has grown 
smaller commercial prices have been 
falling, and in some cases ration prices 
have been raised until the two have 
met. Rationing of such goods has 
then been terminated, and where pos- 
sible prices have been reduced again as 
supplies permitted. 

It must, of course, be remembered 
that the worker in the Soviet State has 
the advantage of free medical attention, 
free education, and other social services 
to a value roughly equal to a third of 
the average money wage. Nor need 
he suffer unemployment, since the 
rapid development of the country pro- 
vides work for all, men and women 
alike, despite labor-saving devices and 
a quickly growing population. 
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At the same time the enthusiasm 
which directs all these efforts is to some 
extent without economic guidance, and 
there is nc guarantee that the efforts of 
the workers are directed into the most 
productive channels. For without free 
competition to insure the appropriate 
use of the available factors their allo- 
cation must be made on a theory 
which carnot be checked. Vast cap- 
ital goods, whether blast furnaces or 
tractors, do not necessarily embody 
the most worth-while direction of labor. 

Russia s certainly advancing. Per- 
haps the method of trial and error by 
which she does so, though manifesjly 
wasteful, is not much more so than the 
system re.ied upon by private capital- 
ism, whica at its best fails to achieve 
that welding together of the interests 
of all classes which may be the ultimate 
justification of the Russian plan, which, 
whatever its outcome, will prove to be 
one of the most important experiments 
in the histogy of the human race. 


Il. FEATURES OF SWEDEN’S RECOVERY 


The economic recovery of Sweden 
has many interesting features. In par- 
ticular it presents the picture of a 
direct and conscious struggle to over- 
come depression by methods of expan- 
sion—restrained, certainly, by a tradi- 
tion of caution, but none the less clear 
in intention. 

For many years Sweden had „been 
spared the burden of serious unemploye 
ment, but by 1932 the impact ef the 
world depression had more than dou- 
bled the numbers (especially males) out 
of work, and the situation was causing 
alarm. At the general election in that 
year the present Social-Democratic 
government took control and embarked 
on a program of expansion. It is nat- 
urally impossible to disentangle the 
effects of this policy from the beneficial 
effects of the gradual recovery in world 


trade, but it is at least significant that 
the national money income increased 
by some 20 per cent from 1932 to 1934, 
while retail prices remainéd approxi- 
mately stable. Professor Offlin has 
published some interesting figures show- 
ing the changes in production im- 
mediately before and after 1932.) 
Classified in four groups, they show the 
relative decreases and increases in each 
case as percentages of the 1929 figure: 


Decrease Increase 
Industrial Group 1929/32  1932/mid. 34 
Producers’ goods..... 31 25 
Consumers’ goods .... 4 16 
Export"goocs........ 83 19 
13 2A 


Home-market goods .. 


It? will be seen that the principal 
increases have been in the categories of 


1 Internatsonal Labour Review, Vol. $1, nos. 
4 and 6. 
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investment goods and in gæds pro- 
duced for the home market—+11e -atter 
being of course the common e=perience 
of all countries during the past few vears. 

Before 1931 a policy of deflecion had 
been pursued in Sweden, but in Septem- 
ber of that year the gold stancard was 
abandoned, as in Great Britain. and 
from that time onwards the gcal of 
monetary policy was to stakdiz2 the 
purchasing power of the kror. in the 
hands of consumers, while slizht2y in- 
creasing wholesale prices. TE> sżabil- 
ity of retail prices during the »ast few 
years is a tribute to the succes of this 


palicy. 
INCREASE IN Erricrency 


In July 1933 a de facto stab lization 
of the exchange rate with stering was 
achieved at a level about 7 zer cent 
below gold parity, a result woick “vas 
in effect a bounty on expor: and a 
tariff on imports. This favored posi- 
tion was maintained by the e=>ort in- 
dustries for some ¿hree years, =nC. was 
partly due to the existence o” a large 
surplus capacity, and partly te the ac- 
tivity of the capital goods irdustries 
which no doubt indicated a prezressive 
increase in efficiency. 

The polity of the Bank of England 
made it possible for Swede to zombine 
a maintenance of the sterling s.andard 
with expansion at home, and the man- 
agement of the currency with =his. end 
in view has shown that a gold £ .andard 
is not uniquely necessary to nsure a 
stable ‘exchange. Indeed, the concur- 
rent fall in prices in gold standasd coun- 
tries has afforded some proo” tkat a 
managed currency of this partizular 
variety has a definite advantzzg over 
one which is tied rigidly to a {8c me- 
tallic base. oe 

It has already been indicated that in 
1932 the principal problem wh_2h Swe- 
den, in common with many other coun- 
tries, had to face was unempEyment. 
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It is important to note that there is no 
permanent system of unemployment 
relief in Sweden, and a voluntary insur- 
ance scheme which was initiated last 
year has naturally not as yet been able 
to achieve very much. However, an 
Unemployment Commission was in- 
stituted in 1930, empowered to relieve 
destitution due to unemployment. 
Monetary grants, and the provision of 
work in forms in which it would not 
compete with existing private enter- 
prises, and which would not normally 
be undertaken for some years to come, 
constituted the mechanism of relief. 
From 1932 onwards the activities of the 
Commission were increased and supple- 
mented, and even more important, were 
aided by systematic borrowing for relief 
purposes. By the end of 1934 the pol- 
icy of public works was responsible for 
the employment of some 35,000 men— 
equivalent in its proportionate effect to 
a quarter of a million reduction of un- 
employment in this country. Before 
1933 the wages paid for relief work were 
some 15 per cent lower than trade union 
rates, but in that year competitive 
wages were paid, and relief works be- 
came in consequence more popular to 
the recipients and to their fellow-work- 
ers in competitive industries. 


CHEAP-MONEY STIMULUS 


By 1934 therefore the home market 
industries, stimulated by large-scale 
Government expenditure and by a 
eheap-money policy, were enjoying 
greater activity than in the pre-depres- 
sion year of 1929, total industrial activ- 
ity recovering to approximately the 
same level. 

It is of course important to remember 
that the recovery in Swedish trade was 
assisted by an expanded foreign de- 
mand for construction materials in the 
countries with depreciated currencies, 
as well as by the German clearing 
agreement. 
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The principle underlying the pro- 
vision made for these relief purposes is 
that intelligent and sound public fi- 
nance does not require the country’s 
budget to be necessarily balanced each 
separate year—but over a number of 
years, including both good and bad 
conditions of trade, employment, and 
national income. Sweden was able to 
take an independent line in this respect 
as it entered the depression in a strong 
financial position, and its people had 
great faith in their country’s recupera- 
tive powers. It was therefore decided 
to finance unemployment by loans— 
which, as a concession to orthodoxy, 
were to be repaid by a new Estate 
Duty calculated to amortize them by 
1940. It was held that these loans 
would help to maintain purchasing 
power so long as they did not restrict 
accommodation for industry, and the 
pressure on credit policy which the 
Government was able to exert through 
the nationalized Central Bank secured 
this result. It may be added that bor- 
rowing was given up in the 1935 Budget, 
but enough funds remained in hand to 
cover the Government’s program down 
to the end of June 1936. Whether 
further developments will now take 
place remains to be seen. 


Frxing Domestic PRICES 


In addition to these major measures, 
the Swedish Government has inter- 
vened in a number of other directions. 
For example, it undertook to buy all 
Swedish wheat and rye of the ,1933 
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crop at a fixed price, while regulating 
the percentage of foreign cereals con- 
sumed. Milk and butter markets have 
also been regulated since 1933. Whole- 
sale domestic prices of butter were 
fixed, and a tax imposed upon milk and 
margarine, the proceeds being mainly 
used to pay butter exporters the differ- 
ence between home and export prices. 
These measures, combined with a suc- 
cession of zood crops, have achieved a 
rise in farm incomes which has avoided 
the acute agricultural depression ex- 
perienced elsewhere.. Another point 
in favor of the Government’s policy was 
that the state owns about one third gf 
the timber forests. By taking over a 
few large bankrupt sawmills, and feed- 
ing them with state timber, employment 
was maintained at a cost far below that 
of keeping the lumbermen in idleness. 
The result of the success of Govern- 
ment action in Sweden has been to 
restore to her people a confidence in 
their own destiny; they feel themselves 
masters of the econgmic situation—a 
feeling wh:ch is almost without parallel 
in Europe today, and by itself justifies 
the closest examination of Sweden’s 
achievement. At the same time the 
country is not yet out of the wood, in 
spite of her “isolation revival.” She 
had at the egg of last year nearty twice 
as many applicants seeking work as in 
1929, so tkat the kind and extent of her 
industrial and trade recovery has by no 
means been sufficient to solve the 
greatest problem in modern economic 
life—unemployment. 


HI. JAPAN’S GROWING PROBLEMS 


A preliminary examination of the 
economic position of Japan during the 
last few years discloses a number of 
phenomena with which Europe has 
become only too familiar—a rising tide 
of unemployment, an intensely nation- 
alistie political outlook, agricultural 


distress, abandonment of the gold 
standatd, and mounting internal debt. 
Yet there is one most significant differ- 
ence—her recovery has been achieved 
mostly in foreign markets, and not in 
domestic trade. 

Considering the apparently insuper- 
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able obstacles which other natns have 
experienced in attempting te expand 
their share of international rade in 
recent years, and the limitatior of pros- 
perity to industries serving tle home 
market, it is worth while examining 
closely the economic policy or the 
fortuitous circumstances, by wich this 
result has been achieved. Jor the 
problem which Japan has apparently 
solved is one which Britain, tzo, must 
overcome to capture lasting pr=sparity. 

In the first place it must ¿æ noted 
that Japan’s problems are ir-ensified 
by the acute pressure of her pcoulation 
papblem. In Japan proper ther2 are 
nearly 70 million people, and tae aum- 
ber is growing by almost a millon a 
year—in recent years less thoough a 
high birth rate than because of 3 falling 
death rate. In 1933 there was an 
effective annual increase of £83.€ Sper 
1,000 over and above a deatk rate of 
17.7, the death rate for some years 
havinig fallen more than tlee brah rate. 

Such a populatjon is wholly beyond 
Japan’s capacity to support. Apart 
from rice exports her colonies—Korea 
and Fcrmosa—are of little assit.arce in 
this respect, and it is inevitable -hat she 
should exercise every possible means of 
securing the necessary foreign exchange 
to ae her to buy, prima y, mcre,and, 
secondarily, large quantities of maw ma- 
terials for her manufacturing incustries. 

Between 1918 and 1930 Jagan en- 
deavored to carry out an cthodox 
policy of deflation, retrenchment, and 
restriction of credit, but a atonal 
banking crisis in 1927, the world fall in 
prices, acute unemployment in sipping 
and allied industries, rising tarts, and 
finally Great Britain’s abandonment of 
the gold standard intensifying Lanca- 
shire’s competition in neutral rhr&ets, 
caused too great a strain. Fron Jan- 
uary 1932 a more aggressive policy 
has been pursued. The courcry has 
concentrated on improving he: indus- 
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trial efficiency, maintaining employ- 
ment at home by huge armament ex- 
penditure indirectly enhancing her 
prestige throughout the East, and un- 
dercutting her competitors by mass 
production and a depreciated currency. 
In addition the Government has under- 
taken public works and also purchased 
surplus supplies of rice and silk. 


Tur MANCHURIAN EXPEDITION 


It must be emphasized that in much 
of this policy there is no clear evidence 
of economic foresight. The expedition 
to Manchuria—valuable though that 
country is in minerals—appears to 
have been less a desperate bid for es- 
sential raw materials than a bubbling 
over of effervescent nationalism, in this 
respect a significant precursor of the 
Abyssinian War. But undoubtedly 
there is the important economic lesson 
to be learned that given favorable con- 
ditions at home it is possible to main- 
tain the stimulus to exports afforded 
by a depreciated currency much longer 
than mere theoretical considerations 
normally suggest. 

Readers of the Manchester Guardian 
Commercial are familiar with the tech- 
nical details of Japan’s intensive devel- 
opment of highly skilled marketing of 
her cheap cotton goods, and with the 
argument which she advances in de- 
fense of her tactics that she is creating 
a new customer of humble purchasing 
power rather than filching other peo- 
ples. Doubtless to a large extent this 
is true. We are primarily concerned 
however with the economic position of 
Japan herself and in contrasting the 
general lines of any underlying policy 
with those of other nations. For this 
reason it is not proposed to discuss in 
more detail the problems which the 
word “Japan” usually suggests. 

It may be noted that important 
economic consequences issue from the 
fundamental dichotomy of modern 
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Japan—on the one hand the heir of a 
feudal system which has lingered ‘on 
into modern days, and on the other the 
possessor of a strong individual initia- 
tive. The former trait explains the 
all-powerful grip of the great industrial 
trusts, and equally the unique political 
system by which, for example, the mili- 
tary heads are able almost to dictate 
the policy of the Government. It is 
also this survival of medieval methods 
which hinders the necessary adjust- 
ments in agriculture following cheap 
rice imports from her colonies. 

In spite of the existence of big com- 
bines it may be noted that there is a 
marked tendency towards a growth of 
small production units, perhaps mostly 
in the engineering trades, and despite 
Government encouragement to ration- 
alization only some 35 per cent of such 
output comes from factories employing 
more than 500 persons. Indeed, half 
as large an output is turned out by 
works employing under 50. The aver- 
age Japanese is very ready to launch 
out as his own employer, or with a 
small staff of relatives or neighbors. 
Moreover, the sense of family responsi- 
bility is strong, so that not only are 
unemployed members absorbed and 
their numbers therefore almost unas- 
certainable, but the earnings of the 
whole group of relatives living together 
have to be amalgamated to find the 
standard of living of all which may 
be considerably higher than the level 
of wages paid to its female members” 
would suggest. At the same time wage 
costs in factories, commerce, and trans- 
port are low relating to older industrial- 
ized countries, but higher than other 
countries in Asia. Organized labor, 
incidentally, receives little official sup- 
port in Japan. 


New SPINDLES AnD Looms 


On the other hand, in the textile in- 
dustries more than a million new spin- 


e 
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dles and 2,600 new looms were installed 
last year by members of the Cotton 
Spinners’ Association in spite of or- 
ganized curtailment of operations and 
widespread losses sustained by the 
smaller firms. And such tendencies as 
these have been accompanied by a 
weakening of labors already poor 
bargaining power. The constant pour- 
ing-out of cheap manufactures has 
indeed been attained only by a pro- 
gressive mechanization which has ac- 
centuated employment problems even 
while alleviating them. The Japanese 
export industries have certainly af- 
forded employment preferable only &0 
the drudgery of the fields from which 
factories draw their recruits, but the 
amount of this employment is strictly 
limited. Indeed it is calculated that in 
the gen years down to 1933, while the 
output of yarn doubled, and that of 
cotton cloth trebled in quantity, the 
labor employed in some sixty of the 
largest mills @lecreased by 16 per cent. 
In March, 1936, agcording to the 
Oriental Economist, industrial produc- 
tion was double that of 1928, but fac- 
tory employment only 11 per cent 
higher. 

Moreover, despite all her efforts, 
Japan raised her proportion of world 
trade betwegw1929 and 1934 only from 
2.88 per cent to 3.82 per cent. That 
Japan is rapidly becoming an industrial 
country is evidenced by the growing 
importance of exports of cotton piece 
goods relative to raw silk. But the 
official figures of her foreign trade for 
1935 seem to show that she has reached 
the limit of expansion in the new ex- 
port markets she has created in the 
East. If this is so, there can be little 
to envy in her position. 

Fox lier zeal for efficiency—showing 
itself in constant imports of the latest 
machinery, rapidly reproduced by her 
own efforts and backed by marked ini- 
tiative and originality—has been ab- 
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sorbed either in expanding exdorts or 
in developing her armaments. It has 
not appreciably raised the standard of 
living. Her people are almos in the 
position of a Far Eastern Russia im- 
mersed in a first Five-Year Pan, but 
with little prospect of progressing to 
another in which the urge to- expand 
capital yields to a reasonable ccnsidera- 
tion for consumers. It may be that 
Japan is founding her efforts oa one of 
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the oldest of economic fallacies that a 
surplus of exports is desirable for its 
own sake; and it may easily be that her 
traditionally patient people may soon 
discover that patience without a policy 
is no path to economic content. Yet 
the possibility of success of any policy 
will depend largely on the willingness 
of other countries to allow Japan a 
share in the development of general 
economic progress. 


IV. BELGIUM’S NEW PROGRAM 


The economic life of Belgium, one of 
the most densely populated countries 
in the world, is largely built u> on 
imported raw materials and exported 
finished goods. In normal times nzarly 
half ker industries produce at least 50 
per cent of their output for foreign 
markets, exports per head of podulafion 
being greater than those of ary other 
country. At the best of times her 
standard of living is low, end t is not 
surprising that a gountry so deserdent 
on foreign trade suffered greatly in the 
world-wide depression. 

In devaluing her currency afte? the 
Great War she was one of thore coun- 
tries selecting a new parity at a level 
undervaluing their money in terms of 
foreign exchanges. Theqcormecuent 
benefit to her export trades was still 
being felt in 1931, but Great Britain’s 
abanconment of the gold scandard 
proved disastrous for Belgium. It is 
true that a few other countries re- 
mained with her in the gold boc but 
with her more important mar=ets fol- 
lowing Great Britain’s example the 
bargaining advantage of her export 
industries was swept away. Ia gonse- 
quence, her overseas trade in 1334 was 
less than half the 1930 voluafe, In 
view of the fact that the Belgien franc 
at the end of 1934 was overvelued in 
sterling to the extent of about 28 per 
cent, it is perhaps only surprosing 


that her exports had not fallen even 
more. 

During these years of depression, 
Belgium gave a full trial to laissez faire 
under conditions of steady deflation. 
The tendency to trust industry to pull 
the country through was exampled 
by the transference of the State Rail- 
ways to private hands in 1926, and the 
creation of a telegraph and telephone 
bureau, to run these services on busi- 
ness lines, in 1930. But private enter- 
prise was not a panacea for the diseases 
of a modern world. 

A comprehensive reorganization of 
the banking system was initiated in 
September 1934, when an existing semi- 
official credit institution was made 
capable of taking over frozen assets 
from banks in difficulties. Further, 
the commercial banks were legally 
compelled to make a choice, by the 
end of 1935, between deposit banking 
and industrial investment banking. 
Finally, in one way or another, finan- 
cial operations of most kinds were 
brought under control. Banking sol- 
vency was maintained only by loans 
from the Central Bank and by state 
assistance. 


CONFIDENCE FADING 


That Belgium’s position was serious 
was shown by the fact that at the end of 
1934 the index of national production 
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was 30 per cent below the level of 1929. 
Confidence was still fading, one of the 
symptoms being a withdrawal of bank 
deposits and a flight of capital, domes- 
tic and foreign, from the country. At 
last, in March 1935, following renewed 
pressure when sterling again depreci- 
ated, it became necessary to impose 
exchange restrictions, whereupon the 
franc immediately fell considerably 
below par. 

It was in such circumstances that a 
new government came into power in 
March 1935. It proceeded to develop 
a program of thoroughgoing planning, 
though still relying mainly upon the 
recuperative powers of private indus- 
try. For this reason its main objec- 
tive has been to restore the profitability 
of industry, by raising prices, reducing 
costs, and maintaining purchasing 
power. On paper, at any rate, the 
program is a most comprehensive 
one, though the inevitable difficulties 
of imposing it upon a democratic com- 
munity have apparently delayed its 
full development. 

The first step was to recognize that 
the depreciation of the Belgian franc 
had already become irrevocable. After 
more than five years of deflation the 
franc was linked with gold at a new 
parity, temporarily in March 1935 and 
permanently in March 1936 at 72 per 
cent of the 1926 level. At the same 
time an Exchange Equalization Fund 
was set up, but, as it proved, was,not 


required and has since been abolished.» 


Confidence was so far restored by the 
revaluation that. capital returned to 
the country and no artificial support 
of the franc was needed. Belgium was 
not seeking competitive devaluation, 
wishing only to restore the former 
purchasing power of her money in 
terms of the currencies which had de- 
preciated. . 

Having in this way removed the 
primary obstacle to the success of 
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Belgian trade, the Government planned 
an attack on prices. It was proposed 
that all prices should be judiciously 
raised, wholesale considerably more 
than retail, and cost-of-living least. It 
is interesting to note that in large part 
this scheme has been carried through. 
Wholesale prices rose between March 
and December 1935 by 25 per cent, 
and retail prices by 10 per cent. Un- 
fortunately, the cost-of-living index 
seems to have become a little out of 
hand, and in December last was 13.4 
per cent higher, the cause of the differ- 
ence being somewhat obscure, but not 
serious since wages in Belgium are ye- 
lated to the retail price index and not 
to the cost-of-living index in those 
cases where some link is maintained 
between wages and prices. 


8 True Taxes PLAN 


Yet this position does seem to indi- 
cate that the second part of the pro- 
gram, concemed with costs, has not 
been as successfully carried through as 
the first. It was proposed not only to 
secure a relative decline in wages-costs 
by causing wholesale prices to rise more 
than retail but to bring about an ab- 
solute fall in other costs by reducing 
taxes and the rate of intefest. The 
relative declipe was achieved—in fact, 
more successfully even than the figures 
show, since wages were not adjusted 
upwards until the retail price index 
was actually published, allowing entre- 
preneurs the advantages of a time lag 
as well as higher wholesale prices. 
But taxes have not yet been reduced to 
any appreciable extent, and while con- 
version operations have reduced the 
apparent rate of interest, the capital 
marketin Belgium is so stagnant that 
the benefit of this has not yet accrued 
to industry. 

It would appear, actually, that the 
plan to reduce taxes (based on an an- 
ticipated increased profit-making by 
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industry rather than retreackment) 
failed to allow for the cost ofthe third 
part of the program, an extensive de- 
¥elopment of public works to mezintain 
purchasing power, though this wes only 
raally started early this year. Though 
trese are largely financed by læns there 
may be in this connection one explana- 
t:on of the disinclination to invest cap- 
ital m industry. 

Meanwhile the Government.has; skill- 
fully avoided some serious dangers. 
The revaluation of the franc, by an un- 
due increase in exports, might aave pro- 
voked anti-dumping duties o> q.iotas, 
agd so checked the revival o her ex- 
ternal trade. This risk was avoiced by 
azranging that the world pzcices for 
Belgian goods were not reduced =o the 
full extent of the change in -va.ue of 
the franc. Again, while it was desired 
to encourage internal as well as ex-@rnal 
trade, the mistake of imposing addi- 
tional tariffs or quotas on imports was 
not made; indeed in some cases exist- 
ing harriers havg been lowered. It is 
in these facts, and in the conszio.us at- 
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tempt to influence all economic in- 
centives in such a way as to encourage 
the activities of producers along chan- 
nels most valuable to the country, that 
the peculiar significance of Belgium’s 
planning lies. Incidentally, it has 
been supported by a “Buy Belgian” 
campaign, with a National Mark being 
contemplated, and a healthy encour- 
agement of the production of goods 
previously imported. ‘There seem to 
be signs tco of a long-term policy by 
which industry will be assisted by cheap 
credits, tax remissions, and special 
freight rates. But so far it must be 
said that though artificial respiration 
is being vigorously applied, the patient 
has not yet resumed natural breathing. 
Until he does, the fate of Belgium’s 
Plan must remain undetermined. In 
spite of an increased population indus- 
trial production is still below the level 
of 1930. Something more than inter- 
nal price and cost control seems to be 
necessary to restore and maintain the 
vigor of one of the older industrial 
countries. 


V. GERMANY’S PATHETIC ILLUSION 


With hér former economic structure 
almost entirely destroyed by war and 
br peace treaties, Germany wes driven 
tc desperate measures by postwa? eco- 
nomic. depression, political disruption, 
and civil war. Between 1921 end 1924 
her standard of life was probakly -ower 
than that of any other European zoun- 
try. The horrors of deflation proved 
almost as terrible as the nightmere of 
the previous inflation. Withis a very 
short space of time product.on was 
halved, and unemployment *teached 
the total of at least 6,000,00G „Mili- 
tant National Socialism grew ont of 
Germany’s despair and the persecition 
of political opponents. The Nazi ré- 
gime taking over control in 1933 de- 


clared its two main objectives to be 
work creation and rearmament. 

Two years earlier the Government 
had been empowered to reduce weekly 
hours of work to 40. The Krumper 
System, by which workers who were 


from time to time laid off in turns re- 


ceived unemployment benefit, and 
which was chiefly applied to the coal 
mining industry, was the chief practical 
outcome. But earnings were generally 
too small to allow any further reduction 
in weekly incomes. However, the new 
government launched a vigorous cam- 
paign for a widespread adoption of the 
40-hour week as a method of distribut- 
ing the same work over larger numbers 
of workers. 
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At the same time the trades unions 
were dissolved and replaced by the 
“Labor Front” organization consisting 
of workers and employers, with a 
marked bias in favor of the former. 
This was more evident the following 
year, when the employer became the 
“leader” and his employees the “‘fol- 
lowers,” sharing with him collective 
responsibility for furthering the inter- 
ests of state and society. But there 
are none of the normal organizations 
for collective bargaining, the existing 
system being merely an instrument of 
Nazi control. 

A program of public works and re- 
armament was immediately launched, 
and as a result production in 1935 was 
greater than that of 1930 and nearly 
double that of 1932. This improve- 
ment was almost entirely due to an 
increase in “investment-goods” indus- 
tries, e.g., machines, factories, ma- 
terials, etc. But not all the “work 
creation” is necessarily worth while, 
nor are the real returns for much of the 
work, particularly in the land set- 
tlement schemes, very satisfactory. 
While unemployment is claimed to 
have fallen to two millions, much of 
this reduction is clearly due to the 
withdrawal of workers into compulsory 
labor camps, military service, and con- 
centration camps. Moreover, to “‘en- 
courage’ work in the country no un- 
employed agricultural worker is al- 
lowed to enter industry. 


BENEFITS FOR AGRICULTURE 
6 


During the years when reparations 
were being paid, reduced imports, ris- 
ing tariffs, and subsequent mortgage 
reliefs had benefited German agricul- 
ture. Production of cereals was raised 
from 84 per cent to 94 per cent of re- 
quirements, with a practical self-suff- 
ciency in wheat and rye, but, of course, 
prices stood considerably higher than 
world levels. Moreover the declining 
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imports of cheap fodder checked the 
production of meat and dairy products. 

This was the position in 1932. But 
under the new régime agriculture was 
completely revolutionized, the state 
taking control of production, market- 
ing, and prices through the mechanism 
of a centralized scheme of producers’ 
and distributors’ vertical organizations 
for each particular foodstuff. Unfortu- 
nately the output of some 7,000,000 of 
peasant farmers cannot be controlled 
as successfully as prices can be fixed. 

Nevertheless national self-sufficiency 
has now become a fetish. Every com- 
modity or substitute which can be gyro- 
duced at home is protected, while 
larger and larger proportions of used 
material are reclaimed. This has to 
some extent been inevitable. Ger- 
many’s position in foreign trade was 
crifical. The imports of raw materials 
necessary for the program of increased 
capital construction and employment 
were quoted and rationed and licensed 
in accordance with “national needs.” 
Other imports were reduced for a sim- 
ilar reason. Wheat purchases abroad 
in 1935 were only one quarter of their 
value in 1934, but there was a con- 
siderable increase in the imports of iron 
ore, mineral oil, rubber,* etc. Ger- 
many has porn obliged to tufn away 
from the cheapest markets for such 
materials to countries which would 
accept her debts or goods. Barter 
agreements were followed by clearing 
agreements with countries, mainly in 
Eastern Europe, whereby payment is 
made not in cash but in Reichsmarks 
credited to their accounts in Berlin. 
At the end of 1935 large and tempora- 
rily untransferable balances were stand- 
ing t6 the credit of some of these 
exporting countries. If these could be 
liquidated they would stimulate Ger- 
man exports, already subsidized by a 
levy of 1,000,000 marks a year on Ger- 
man industrialists. But it would ap- 
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pear that neither the amount C foreign 
credits obtained by this device nor the 
particular method by which they are 
secured can permanently stffice to 
bolster up an almost impossike situa- 
tion. 


BANKING REORGANIZATION 


As a part of this program of ccntrol 
the banking system was reorgenized in 
1934, and for all practical purp2ses was 
placed under state directim. Dr. 
Schacht, Germany’s economic ad siser, 
staunchly defends the financia_ sy}stera 
and is assisted in his efforts by tae wide- 
sead dread of further infleticnary 
experiments. 

The reserves of banks, irsurance 
companies, and individuals, together 
with all profits over and abov= 6 per 
cent per annum, have come to cansist 
largely of Government securitzes And 
reémployment bills. In the hands of 
the banks these tend to have æn infla- 
tionary effect. But private firms and 
individuals canngt very well aksorb 
many more of these as a permanent 
form of investment. Furtha, the 
mobilization of capital would appear 
to have robbed industry of the akility 
to maintain its old plant or -eéquip 
with new.” Private enterprise is fur- 
ther shackled by the ceatrol of new 
investment in old or new trades ani by 
the rationing of raw materiels. In 
these conditions it is not sumprising 
that Germany’s public works do not, 
as in theory they should, give a allip 
toindustry. It is no doubt truethat in 
this theoretically anti-capitalist state, 
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the entrepreneur can make an occa- 
sional profit in a limited area, but he is 
not expected openly to defend the 
particular system by which he makes a 
living. 

Germany’s temporary recovery in 
production and employment is there- 
fore largely due to the expenditure of 
large sums by or with the guarantee of 
the state on “work creation,” particu- 
larly rearmament, financed mainly by 
large-scale borrowing on short-term 
bills. It has entailed the sacrifice of a 
possible increase in the production of 
consumption goods. When the pro- 
gram begins to slow down a number of 
serious cracks will inevitably appear. 
Private cndustry will be short of cap- 
ital, and foreign capital, failing a 
marked improvement in European san- 
ity, will be too shy to enter the country. 
Rampant militarism, of course, strength- 
ens the reed for self-sufficiency, which 
in turn precipitates war and so justifies 
itself. Moreover, the extensive state 
control makes trade more and more 
political, and therefore in these days 
more anc more dangerous. 

As always, the pursuit of this self- 
sufficiency is costing the German peo- 
ple dear. The cost of living steadily 
rises, bul. average hourly wages have 
already fallen 10 per cent. Other 
countries most of whom must share the 
blame fo> Germany’s troubles, should 
sympathize even if they feel themselves 
helpless to come to her aid. What does 
seem certain is that such “isolation” 
as hers i2 a modern world is but a 
pathetic end dangerous illusion. 


VI. AUSTRIZ’S ARTIFICIAL POSITION 


2 
The isolation of Austria diffes f-om 


that of the countries previous-ye dis-. 


cussed in this series, in that it s very 
much more the result of the delbe-ate 
action of other powers. Belgium’s in- 
ternal difficulties, for example, fdlowed 


partly frcm her retention of the gold 
standard and partly from the reper- 
cussions cf the world depression. But 


Austria’s have arisen inevitably and 


inexorabl» from the provisions of the 
Treaty of St. Germain. 


+ 
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Vienna, whose population now ex- 
ceeds one quarter of the whole of post- 
war Austria, had grown up as the cap- 
ital of the old Austro-Hungarian Em- 
pire, tapping the resources of the whole 
area, and organized to provide services, 
officials, and the attractions of a royal 
capital for a people as numerous as 
that of Great Britain. Today, despite 
the gradual reconstruction effected m 
the last fifteen years, this city remains 
redundant to a degree which has seri- 
ously complicated the whole economy 
of modern Austria. 

Again, in contrast with the old Em- 
pire, when free trade stretched from 
Prague almost to Belgrade, a shrunken 
Austria is now surrounded by a group 
of intensely nationalistic states, so that 
her markets are at the mercy of their 
jealous and independent policies. Add 
to these obstacles high costs, due partly 
to very heavy taxation and partly to 
large pension lists for employees no 
longer required in a contracted sphere 
of operations, and the chief causes of 
Austrian economic difficulties are ap- 
parent. 

It was only natural that in these cir- 
cumstances the world depression was 
felt in Austria with peculiar severity. 
Unemployment, which in 1929 was 
already 14 per cent of the working 
population, rose to over 20 per cent in 
eighteen months. In the same period 
production fell more than 30 per cent, 
and wholesale prices 20 per cent. The 
standard of living in postwar Austria 
has been always painfully low, and 
consequently the distress caused was 
immense. 

The collapse of the Credit Anstalt in 
1931 has by now become a historical 
landmark in the world crisis. It was 
perhaps inevitable that a drastic recon- 
struction of the Austrian banking sys- 
tem should take place, as a part of a 
general readjustment to altered condi- 
tions. But the particular form of this 
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collapse involved the whole of the 
country. The Credit Anstalt was so 
vital a part of the economic machinery 
of the country that it was impossible 
for the Government to stand by and 
allow it to become bankrupt. Had no 
action been taken, it is at least possible 
that the outcome would have been a 
general closure of the banking system 
such as that which in America faced 
President Roosevelt on his accession to 
office. And had this occurred the con- 
sequences in Austria, depending so 
much upon her banks to facilitate both 
internal and external trade, would have 
been even more disastrous. 

The Government therefore sere 
in, and in conjunction with the Na- 
tional Bank and M. Rothschild tcok 
over responsibility for the Credit An- 
stalt’s losses and provided new capital. 
Nevertheless, public confidence had 
been severely shaken, deposits con- 
tinued to be withdrawn, and it was 
compelled te@ rediscount bills with the 
National Bank in ordgr to secure notes 
in which to pay out depositors. This 
operation constituted an inflation ap- 
parent before long in a tendency for 
prices to rise, chiefly, however, those 
of imported goods and foreign securi- 


ties. PA 


5# 
Cottam or FOREIGN TRADE 


The Government then guaranteed 
the Credit Anstalt’s deposits, and ar- 
ranged with foreign creditors for a 
temporary standstill agreement. But 
this did not stop the flight from the 
schilling, and by the end of 1931 drastic 
exchange restrictions had become nezes- 
sary, and certain classes of imports 
were gven entirely prohibited. The 
effects*of this crisis on foreign trade 
have, fever since been overcome: in 
1931 imports amounted to 2,210,- 
000,000 schillings in value and exports 
to 1,327,000,000 schillings, while in 
1932 the totals were respectively 1,- 
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400,C00,000 and 786,000,006. Since 
then imports have shown a further fall, 
and exports have risen only ky about 
100,000,000 schillings. 

The excess of imports over exports 
skown by these figures has always been 
a feeture of Austrian economy. It 
dates back, of course, to the days of 
the Empire, when Vienna maintained 
its pcsition by invisible exports—tour- 
isi expenditure and commerctal com- 
missions being very important sorces 
of income. But until recent y2ars the 
declire in these invisible exports has 
mean: a growing deficit on the ba.ance 
Ofe payments, and the corresdording 
import of short-term capital to offset 
this nas appreciably added to the 
countzy’s difficulties. Unfortunately, 
alternative efforts to balance the ac- 
count by increasing exports have not 
bean successful—owing partly to piti- 
cal difculties already mentiored and 
partly to the rigid price structur2 w.thin 
Austria, which in turn ¢ested wpon 
necessarily highstaxation, including 
customs duties averaging some 1€ per 
cent of all imports, and also upon 
the predominance of price fixing by 
cartels. 

Obviously if exports could not b2 in- 
creased, by lowering prices tke only 
alternetive was to devalu@tye currency, 
but in the critical times of 1921-2932 
such an action would have further 
increased the loss of confidence waich 
alread= threatened to paralyze the 
country. The expedient was tbere- 
fore acopted of permitting a gredually 
increasing proportion of foreizn ex- 
change business (initially mono ol zed 
by the National Bank at the official 
gold parity) to be conducted cjreztly 
between importers and exporters at 
private clearing rates,. which “beore 
long settled down at some 25 per cent 
belcw sar. As this system grew up 
foreign trade gradually recovered, and 
the Netional Bank conducted a less 
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and less proportion of the exchange 
business, until in April 1934 it was de- 
cided tc accept the de facto devalua- 
tion wh-ch had thus emerged, and re- 
value its gold and foreign exchange 
holdings on a basis of 100 schillings 
equal to 57.026 Swiss francs, instead of 
72.926 Swiss francs, which had hitherto 
been th» official rate. The “profit” 
secured on this revaluation was used to 
improve the balance sheet of the Na- 
tional Bank, its statutory reserve per- 
centage being raised from 22.2 per cent 
to 27.7 per cent. 


CLEARING AGREEMENTS 


The growth of foreign trade which 
has thus been achieved, however, has 
been lim-ted by the very factors which 
originally helped to restore its vitality. 
While Austria was feeling her way to 
new comercial relationships with the 
surround_ng states, clearing agreements 
were almost indispensable, and cer- 
tainly were of assistance In securing 
markets. But today, owing to their 
necessary tendency to check the growth 
of trade after an approximate balance 
has been reached, these clearing agree- 
ments are themselves a bar to the 
further development of her exports. 

Since 1934 Austria has pursued a 
relatively even course. Her refusal to 
impose sanctions upon Italy helped her 
exports curmg the Abyssinian War, 
and internally her rearmament pro- 
granm has zonduced to an appearance of 
Sreater prosperity. Indeed, her finan- 
cial position has so improved that the 
League Commissioner appointed in 
1931 cons ders his position superfluous. 
But fundementally her whole economy 
is an artificial one. Austria remains an 
outstanding proof of the fact that 
where pol tical and economic consider- 
ations corflict, and the former are fol- 
lowed, a temporary political peace may 
be purchased, but only at the cost of a 
lasting economic war. 
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VII. POLAND’S STANDARD OF LIVING 


War lingered on for Poland until 
1920, when she emerged from her hun- 
dred years of partition economically 
and politically unbalanced, and com- 
pletely disorganized by war and in- 
ternal strife. She was faced with the 
need to fuse together different sections 
and stages of production, which in some 
areas were still extremely primitive, 
and to modernize her age-old system of 
land tenure. She had to reconstruct 
some 2,000,000 buildings destroyed 
since 1914, and, above all, to reorien- 
tate the trade previously carried on 
only with the Empires of Russia, 
Germany, and Austria, of which she 
had formed part, and to win industrial 
markets from nations far more effi- 
ciently equipped than herself. 

Down to 1925 one of her problems 
was partly solved by the treaty condi- 
tion obliging Germany to purchase an- 
nually a large proportion of her coal 
output, and the British general strike 
in the following year afforded her a 
unique opportunity to capture markets 
elsewhere. It was therefore not until 
the onset of the world depression in 
1928-1929 that Poland began to feel 
most acutely the difficulties of her 
position. These, however, have since 
been intensified by the disparity be- 
tween the price levels of agricultural 
and industrial products—a world-wide 
problem especially serious to a country 
like Poland, with 72 per cent of her 
population engaged in agricultural pur- 
suits. Of the remainder a large num- 
ber is employed in cartelized industries 
with price-fixing schemes in rigorous 
application. 

A few figures vitally illustrate the 
nature of Poland’s difficulties. Com- 
pared with 1928, wholesale prices to- 
wards the end of last year were 54 per 
cent, industrial wages 80 per cent, 
cartelized heavy imdustry’s prices 83 


per cent, agricultural prices 38 per 
cent. Yet in 1934 production was 
half as great again as in 1928. 


REDISTRIBUTION OF LAND 


The loss of purchasing power of the 
peasants due to the enormously greater 
relative fall in the prices of their output 
seriously depleted the market for indus- 
trial products. Meanwhile, however, 
considerable progress has been made 
with the very necessary redistribution 
of agricultural holdings. In 1919 a 
large proportion of the small farmers 
held scattered strips of land in almost 
medieval fashion, and intensive tillage 
was impossible until these could be 
consolidated. There were enormous 
difficulties, both legal and conven- 
tiofal, to be encountered, but the 
energy of the Government has been 
increasingly successful in overcoming 
them, and something like half of the 
area concerned has, now been satis- 
factorily dealt with. 

A State Land Bank, with its capital 
an irrecoverable ‘Treasury contribu- 
tion, has granted mortgage loans and 
facilitated short-term credits. In 1933 
agricultural bonds and loans were con- 
verted to 4Yeer cent, redemption peri- 
ods extended, and a short-period sus- 
pension of capital repayment allowed. 
But further price falls canceled out the 
advantages of such concessions, 

On the other hand, it has long been 
the tradition in Poland that the Gov- 
ernment has a duty to foster industry 
in every possible way, and during the 
early postwar years it devoted much 
attention to making capital available 
for this purpose. Actually, however, 
a shorfage of capital (largely due to the 
war destruction, peace-time reconstruc- 
tion, and the pressure of taxation) has 
been one of Poland’s biggest problems, 


‘Credit, even for sound enterprises, was 
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difficult to find, and rates of inzerest 
have been higher in Poland than any- 
waere else in Europe. White Gov- 
ernment conversions have effec.ed.some 
economies in the national interest 
burdens, ithas been impossible t) reduce 
the rate even on the 1936 compulsory 
conversion loan below 414 per cent. 
Another preoccupation of tae state 
has been with foreign trad. The 
search for markets for the output cf 
tha Silesian coal mines, the textiles cf 
Lédz, and the metallurgical inclustries 
of Warsaw has been waged not ony by 
reciprocal agreements but by export 
supsidies, differential prices, and al 
the apparatus of “dumping.” n a 
world where most other countres have 
similar aims and use similar devices, 
Pcland has achieved as much su2cess 
as could be expected. Her barter 
agreement with Germany is >erilaps 
hez highest attainment, though 2ven 
this has its drawbacks. Forecgr ex- 
change being no longer requirec. in this 
trade, Polish traders are not new able 
to negotiate bargains in German de- 
preciated marks, so that impor:s “rom 
Germany are considerably dearer anc. 
show signs of shrinking in consequence. 
One of Poland’s geographical diff- 
culties is that her coastline represents 
only 2.9 per cent of her “rontiess, and 
the largest state enterprise Las. of 
course, been the creation of the port of 
Gdynia, as a rival to the Free Zity of 
Danzig, for the export by sea of Po- 
land’s products. ‘The expansior of this 
port to its present population cf some 
80,900 isa standing tribute to the-nergy 
of Marshal Pilsudski’s Administration. 
In other directions the success of the 
Government’s policy has beer, more 
lim:ted, particularly in relation to the 
industrial syndicates. Originaky, en- 
couraged by the state to facilitcte the 
organization and subsidization 3f for- 
eign trade, the Polish cartels heve be- 
come so powerful as to beceme a 
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menace to her economic stability. 
Referenee has already been made to 
their suecess in holding up prices on a 
falling market, and early this year the 
new government found it necessary to 
threaten drastic measures. 

` A categorical survey of their opera- 
tions has so far resulted in the dissolu- 
tion of about one half of the syndicates 
examined. Traders have also been 
warned that steps will be taken to re- 
duce the_r profits unless they pass on to 
consumes the price reductions which 
are being enforced. As the latter vary 
between 10 per cent and 20 per cent 
over a wide range of everyday commod- 
ities it is possible that the standard of 
living in Poland will at last begin to 
improve. But this cannot be guaran- 
teed, anc hitherto it has steadily fallen, 
Poland being perhaps the world’s most 
marked example of the failure of a 
policy of deflation. 

This Eas been consistently applied 
since 1928, but throughout the whole 
period drastic economy measures, in- 
cluding a 30 per cent reduction of state 
expenditare, have failed to balance the 
budget. Expenditure remained high, 
largely owing to the demands of the 
army, tke elaborate social services, 
publie warks to relieve unemployment, 
and subs.dies for exports. It is pos- 
sible that a cut of 10 per cent in Civil 
Service salaries and pensions, made in 
December last, together with the ex- 
tension then of income tax to state em- 
ployees, may indicate a new attempt to 
achiewe a balanced budget. But if so, 
it seems ikely that the outcome will 
again be failure, as the loss of purchas- 
ing power involved must react on in- 
dustry and on the receipts from taxation. 


CuRRENCY PROBLEMS 
However, Poland has now embarked 
on measures which should afford her an 
opportuni:y to reverse her policy if she 
so wishes. After a period of progres- 
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sive restriction of imports, she adopted 
in April last a comprehensive system of 
exchange control, and has thus aban- 
doned the long fight to maintain the 
parity of the zloty. For the sake of 
her impoverished people (increasing at 
the rate of 400,000 a year) it is to be 
hoped that her doctrinaire adherence 
to the gold standard will now be aban- 
doned in favor of a policy based more 
upon the urgent necessity for raising 
her standard of life. But Poland has 
bitter memories of an inflationary pe- 
riod when the value of her currency fell 
almost to nil. 
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Poland consumes very little of the 
world’s production of either raw ma- 
terials or manufactured goods, and 
there is ample scope for increased im- 
ports, leading to an increased standard 
of living. But to secure this she must 
export, and unfortunately the world- 
wide adopzicn of import quota systems 
was especially harmful to Poland. 
Other countries usually based their 
quotas on the average of recent im- 
ports, and Poland was statistically at 
a disadvantage because she was only 
just begirning to organize direct ex- 
ports. 

+ 


Vill. THE UNION OF SOUTH AFRICA 


A choice of isolations in 1932 pre- 
sented the Union of South Africa with 
one of the greatest problems she had so 
far experienced. Was she to adhere to 
a gold standard in which she, as the 
producer of some 40 per cent of the 
world’s annual supply, had so great a 
vested interest, but in so doing draw 
herself away from a Mother Country 
who bought so many of her exports? 
Or was she to join the sterling bloc and 
drift away from the gold standard 
countries? The decision took fifteen 
months to make, but the prosperity 
which she has enjoyed since abandon- 
ing gold in December 1932 seems to 


have confirmed the wisdom of her. 


choice. If this is really so we have the 
strange picture of a country which has 
actually benefited from isolation poli» 
cies which, as previous articles in this 
series have shown, have brought misery 
and deprivation to country after coun- 
try. Itis therefore worth while closely 
examining the conditions, and any pos- 
sible limitations, of her success. 

It is an opinion commonly held in 
South Africa that agriculture is the 
country’s most important industry. 
In 1932 farmers were in grave difficul- 
ties. The disastrous fall in world 


prices had coincided with a calamitous 
drought which had killed over six mil- 
lion sheep and produced a crop of losses 
of såme £20,000,000. Meanwhile farm- 
ers were being expected to continue to 
pay interest on some £100,000,000, 
mortgages centracted during the boom 
years at rates ranging from 7 per cent 
to 8 per cent per annum. ‘The result 
was that by 1933 interest was in arrear 
by over =1,500,000. Arrangements 
were then made to reduce interest rates 
to 5 per cent, and in addition a subsidy 
of 114 per cent was offered *to farmers 
having no ther means of livelihood. 
A Farmers Assistance Act provided 
£8,500,000 to avoid foreclosures and 
the interest on land bank loans was re- 
duced to 1 per cent above the current 
yield on Government stocks. 


A SECOND DISASTER 

In March 1934 the drought broke in 
torrential rains, and a further deluge of 
losses gesalted, to be followed by one of 
the worst locust invasions within living 
mempry. Altogether the plight of 
agriculture in South Africa during the 
past few years was extremely serious, 
and but for Government support and 
relief of various forms a widespread 
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collapse of farming would heve been 
inevitable. 

Fortunately, wool prices r2covered 
sharply in 1933-1934, and the export 
subsidies for butter, cheese, =okacco, 
meat, sugar, and maize also heloec. It 
is important to note, however, that 
South Africa herself did not enjoy the 
main results of this particular type of 
agricultural assistance. To finance the 
subsidies she had to pay, for example, 
double the world price of maize. and 
almost double the price for batter 
charged to its consumers ir Great 
Britain. 

e\s regards other industries, a wide 
system of export subsidies wes intro- 
duced by the Government in 193] and 
1932 to enable South African expcrters 
to overcome the handicap of & d2pre- 
ciated sterling. Unfortunately, when 
South Africa also depreciated ner cur- 
rency in 1933, she found that the sub- 
sidized industries were unable ctr aZraid 
to dispense with artificia® props. Be- 
tween Septembes 1931 and -anuary 
1933, such assistance cost the zountry 
some £3,000,000. The drain con- 
tinued, progressively rising, until by 
the end of last year the total dill was 
something | like £9,000,000. The Min- 
ister of Finance has announced thaz the 
subsidies are now to be*cwt, and will 
terminate next year, but it remains ta 
be seen how this decision will afec- the 
degree of prosperity of the exnorting 
industries. 

A third aspect which deserves atten- 
tion is the growth of subsidiary indus- 
tries. These have long been ne=ded to 
absorb the unemployed “Poor Whites” 
—estimated to number 300,008—who 
were driven to compete with mative 
labor for agricultural employment, and 
drifted in consequence into the tewns. 
An extensive tariff system has heen 
built up to protect these industres, and 
recently the bargaining powers of the 
Government have been strengthened 
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by the introduction of a three-part 
tariff, giving powers to impose in spe- 
cial cases rates higher than normal. 
Even Rhodesia, united as it is to the 
Union by the closest political and eco- 
nomic ties, has been subjected to a 
tariff in the interests of South Africa’s 
infant industries. 

The collapse of diamond production 
in 1932 was a serious blow, although 
there seems to be a possibility of some 
early recovery. Each year since 1931 
sales have been above current, output, 
though, on the other hand, prices are 
still some 40 per cent below the levels 
ruling in 1926-1931. 

All these setbacks obviously created 
difficulties in the world of labor. As 
regards the unemployment problem 
generally the principal step taken has 
been to encourage the replacement of 
native labor by whites; unemployment 
among natives in rural areas is not 
registered, nor is it relieved in any 
way. 

It is, therefore, apparent that the 
prosperity which South Africa enjoys 
is in considerable measure an artificial 
one and to some extent unreal. It is 
due almost wholly to the accidental fact 
that she produces in large quantities 
the only commodity for which there 
still is a fixed pre-depression price, and 
against which there are no import re- 
strictions. The gold content of a ton 
of ore, which in 1932 would have been 
worth £1 1s., is today selling at £1 15s., 
tnd as costs per ton are still about £1, 
the iadustry is reaping a gilded harvest. 
The total premium on gold amounted 
to £22,000,000 in 1933, £28,000,000 in 
1934, and about £30,000,000 last year. 
This compares with a total South 
African budget expenditure of £30,- 
000,000 to £40,000,000, and is obvi- 
ously a contribution of the first im- 
portance to the income of her people. 
Directly, and by its repercussions on 
the Stock Exchange and in subsidiary 
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industries, enormous impetus has been 
given to business in the Union, and the 
confidence born of anticipated profits 
on a similar scale has produced a build- 
ing boom of the first magnitude. 

As a condition of leaving the gold 
standard the Government took steps to 
insure that the Union budget enjoyed 
its full share in these windfalls., An 
excess profits tax upon gold mining was 
originally intended to appropriate 70 
per cent of the gold premium, but in 
that form pressed mequitably upon 
low-grade mines, and was altered in 
1934 and again this year. It has been 
replaced by a 15 per cent income tax on 
profits plus a graduated tax arrived at 
by a complicated formula, which re- 
duced very materially its incidence 
upon the producers of low-grade ore 
whose costs are relatively high. 


WHERE THE E.P.D. Gors 


The yield of the E.P.D. has been 
used not only to relieve farmers and 
assist exporters but to repay debt, ad- 
vance education, lessen postage charges, 
reduce emergency customs duties, build 
roads, and extend irrigation. It has, 
in fact, since 1932 proved the mainstay 
of the Government’s financial policy, 
while the effects of the gold premium in 
directly and indirectly increasing em- 
ployment have contributed a further 
substantial sum to incomes and to taxa- 
tion revenues. 

But a little reflection is sufficient to 
show the instability of such a basis for 
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prosperity in isolation. The chairman 
of the Transvaal Chamber of Mines is 
reported to have said in March 1935 
that the determining factor in the price 
of gold during the previous year had 
been the monetary and commercial 
policy of the U.S.A. This in turn was 
based upon the relationship of the dol- 
lar to gold standard currencies. It is 
perhaps doubtful whether, should the 
few remaining members of the gold 
standard bloc abandon the monetary 
use of the metal, there would long re- 
main a market for it at its present 
price. 

And devoid of this adventitiqis 
source of prasperity South Africa would 
find life difficult in the world of today. 
Nor has she very much of a margin to 
fallback upon. Four fifths of her pop- 
ulation consists of colored races whose 
earnings—averaging some £30 a year 
in mining and about £48 a year in in- 
dustry generally—effectively exclude 
them from participation in any pros- 
perity she may noy enjoy, prevent 
their forming any real market for her 
products and preclude any future de- 
pendency on a prosperous home mar- 
ket. Yet despite these low wages, 
production costs are so high that the 
cost of living for the white population 
is about 50 pewcent above that in Great 
Britain. An isolation which is so com- 
plete as to bring less than 2,000,000 
whites within the pale is a precarious 
and anomalous enclave in a still inter- 
dependent world. 





IX. BRAZIL’S DEBT PROBLEMS 


The economic position of Brazil is 
one of strange contrasts. An area as 
large as Europe, except Russia, sup- 
ports a population scarcely more num- 
erous than that of Great Britain. In 
the Federal District of Rio de Janeiro 
there are massed 4,000 to the square 
mile, while Amazonia’s 750,000 square 


miles do not contain 500,000 inhabit- 
ants. , Unemployment is virtually un- 
known and the demand for labor un- 
satisjeð, yet immigration has been 
curtailed. Above all, a fertile land, 
enjoying considerable domestic pros- 
perity, and mainly exempt from the 
conventianal necessities of life in the 
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Temperate Zone, has experierced con- 
tinual difficulties in paying its'debts. 

The domestic organizatior’ cf the 
country is widely influenced by the 
Constitution of 1934. The expzessed 
aim is the progressive nationalization 
of Brazil’s wealth and resources, begin- 
ning with banks, insurance companies, 
mines, mineral wealth, and its vast 
power potentialities from waterfalls. 
Labor legislation prescribes min-mum 
living wages, equal pay for equal work, 
an eight-hour day, restrictions on the 
employment of women and chaldren, a 
weekly rest day, paid holidzys. and 
c@mpensation for workers dismissed 
w-thout just cause. Complet2 auton- 
omy 1s granted to trade unions and pro- 
fessional associations, and a compul- 
sory contributory scheme, Snenced 
equally by employers, workers, and 
trade unions, provides for old-age pen- 
sions, sickness, maternity, and accident 
benefits. While these provisions bene- 
fit industrial workers mere taar the 
agriculturists, who form three querters 
of the population, it is planred that 
bcth alike should share in the pros- 
perity of the country. 

This consideration has noz, how- 
ever, been extended in the saxe meas- 
ure to the’ participants in Brazil’: for- 
eign trade. Symptomatic of the diffi- 
culties experienced in that direction has 
been the great depreciation of zhe mil- 
reis, which was worth in 1822 4s. Id., as 
compared with 234d. today. During 
the first fifty years of this period its 
value was halved, and by 1898 it had 
fallen to 714d. There was then 2 re- 
covery, and between 1906 and 1919 the 
exchange was fairly steady at Is. 4d., 
but a further collapse followed, and by 
1923 it was down to 5d. Ar at- 
terapt was made in 1926 to Seg the 
value at 6d. on the basis of a borrowed 
gold reserve, but after most of this had 
been exported in a vain effort to main- 
tain the chosen parity this was aban- 
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doned, and today even the official rate 
is 414 d., the market rate being, as 
mentioned, some 30 per cent less. 


Brazi’ s Bie Task 


No very acute analysis is needed to 
disclose the causes of this position. 
Brazil has been faced throughout her 
history with the task of achieving a 
large export surplus to enable her to 
pay interest on her international debts; 
and she has only intermittently been 
successful. Her biggest blow was the 
loss of her virtual monopoly of the 
supply af coffee. She still adopts con- 
trol schemes for this product, but while 
these have involved the destruction of 
some 2,600,000 tons they have not ef- 
fectively tackled the problem of re- 
ducing supplies. In recent years all 
her main exports—coffee, cotton, co- 
coa, and rubber—have had to contend 
with keen competition, and have 
fetched prices which have been con- 
tinually falling in world markets. 

Down to 1920 the greater part of the 
capital investment in Brazil was of 
English origin, and in that year it 
amounted to some £100,000,000 (gold), 
a value which indeed it approximately 
still retains. There were also some 
300,000,000 gold francs of French cap- 
ital, but the influx from America did 
not begin in earnest until the following 
year; It now amounts to some $170,- 
000,000. Today the annual service 
on einternational capital in Brazil 
seamounts to about £14,000,000 (gold), 
but at no time since 1920 has the avail- 
able export surplus reached this figure, 
and in 1935 it was only £5,500,000. 
The result has been, of course, that 
Brazil has been forced repeatedly to 
compound with her creditors, and de- 
spite all her efforts accumulations of 
interest have frequently occurred for 
the transmission of which no exchange 
was available. 

The history of the country’s inter- 
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national economic relations during re- 
cent years has, in fact, consisted 
largely of attempts to deal with the 
isolation which these difficulties have 
threatened to impose. One such effort 
was made in September 1933, when ar- 
rangements were concluded to set aside 
£1,350,000 yearly for six years to clear 
up accrued interest. But this could 
not succeed as long as later payments 
were pressing on the supplies of ex- 
change, and in February 1934 a scheme 
was accordingly prepared for a partial 
moratorium for four and a half years. 
In the hope that this would solve the 
worst of the difficulties a free market in 
exchange was gradually introduced 
during 1934 and by September had 
been extended to cover all exchange 
transactions, except that 155 gold 
francs of the value of each bag of 
coffee exported was appropriated by 


the Bank of Brazil towards the service ` 


of the loan agreements. But thence- 
forward the Bank -of Brazil undertook 
to provide only 60 per cent of the val- 
uta needed by importers, who had to 
obtain the rest in the free market, 
where the milreis was worth consider- 
ably less than the official rate. Further, 
the 60 per cent was to be rationed, pri- 
ority bemg given to imports of raw 
materials. 


A “Forcen Loan” 


Unfortunately the depreciation of 
the U.S.A. dpllar reduced the gold 
value of coffee sales by some £6,000, 
000, while imports began to increase. 
A fresh difficulty also arose through 
Germany’s “blocking” the marks due 
to Brazil for coffee bought, as a result 
of which there has been a material re- 
duction in the free exchange available 
to her. As Brazil does not need Ger- 
man goods to the value of the coffee 
which Germany has bought in “blocked” 
marks, the balance of the latter has 
necessarily remained in Germany as a 
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more or less forced loan from Brazil, 
whose dissatisfaction at this arrange- 
ment has been increased at finding that 
Germany has been reselling abroad 
part of the coffee for the negotiable 
currencies of which Brazil herself is so 
badly in need. 

In December a fresh scheme was 
tried, by which exchange was rationed 
in proportion to the coffee purchases 
made by the different countries, but 
this rapidly proved unworkable and 
was abandoned the next month. Since 
February 1935, 35 per cent of all ex- 
ports must be sold to the Bank of 
Brazil at the official exchange rates for 
the milreis, and imports have to be 
paid for at the free rates, while all debt 
payments then accumulated are subject 
to a new arrangement for partial 
and deferred payments. The exchange 
avaflable to the Bank should amply 
cover all debt services, but unfortu- 
nately imports have since increased, 
and before lọng Brazil is likely to be 
faced with the alternatives of sus- 

. 6 . 
pending debt payments or postponing 
the purchase of imports. 

With the eager assistance of lenders 
and producers in other countries, Brazil 
has hitherto lived beyond her income, 
buoyed up with a belief if her own 
potentialities sand a not unfunded 
confidence ‘in her ability to borrow 
when she liked and to pay back what 
was convenient. Her case is perhaps 
one of the outstanding examples of the 
dangers of unsystematic investment. 
Had she grown up as part of a larger 
economic entity, whose currency she 
shared, and by whom her capital was 
found, her present position could not 
have arisen. It is due to the readiness 
of the Suter world to lend her resources 
and setl her commodities for which 
she cannot pay except in the goods 
which they do not require. So out- 
standing an anomaly cannot indefi- 
nitely continue; and Brazil and her 
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creditors may yet find that tŁeir joint 
e‘torzs have driven her into an isolation 
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even more complete than has been 
enforced upon her by nature. 


X. CZECHOSLOVAKIA’S FIGHT AGAINST ODDS 


Tke Republic of Czechoslovakia, 
whic. includes the ancient Boreria, is 
a country about the size of England 
and Wales, with a population of some 
15,0C0,000. It is one of tke seven 
p-eces into which Austria-Hungary dis- 
irtegrated at the peace treaty, and in 
the >rocess it inherited the r.chest 
sources of raw material, fuel, end most 
of the industrial equipment, including 
90 per cent of the textile industries, of 
Austria~-Hun gary. That it also in- 
herited initiative is shown by the wise 
and skilled political leadership and by 
such 2nterprise as the Bata Shoe Zom- 
pany 

There are large combines in thetiron 
industry which unite blast furraces, 
coal, and ore mines. There are impor- 
tant 2ngineering combines suca as the 
Skoda Works, whose range covers eÑ- 
gineering products, munitions, and 
moto? cars. Incidentally, Czeckoslo- 
vekia munition works cater for Central 
ard Southeast Europe and ccnstitute 
nearl7 10 per cent of its international 
trade Afmaments seem to be the 
orly ®mmodity countries are willing 
to import. 

The country’s industrial organization 
was rot only in an advanced staze of 
development but was also highly de- 
velop2d for exports, mainly to Central 
Europe. But conflicting with th:s re- 
quirement was the equally urgent prob- 
lem of saving the small peasarts from 
the efects of the world-wide fall in 
the prices of primary commodities. 
Hence imports of foodstuffs hav#had to 
be ccntrolled and prices artificially 
raised, and these measures have’ done 
something to check the liquidaticn of 
frezer. Czechoslovak assets abroad as 
well as restrict exports. 


Accompanying these fundamental 
difficulties were steep rises in unemploy- 
ment, an acute shortage of industrial 
capital, and an unfortunately necessary 
rearmament. These problems have 
conditioned the country’s struggle to 
recover the ground she had lost. 


PLANNING FOR PROSPERITY 


The first important step taken in the 
planned restoration of prosperity was 
the 16 per cent devaluation of the 
crown in February 1934, by which, the 
disparity between external and internal 
prices being largely eliminated, export- 
ers were assisted to recover their com- 
petitive position. 

In January 1935 a further step was 
taken, when all fixed-interest-bearing | 
securities held by Czechoslovakians in 
thirteen foreign countries, including 
Great Britain, had to be sold within 
two months and the resulting supplies 
of foreign exchange handed over to the 
National Bank. It is understood that 
this measure yielded some Ke240,- 
000,000 of valuta. In December 1935 
the export of Czechoslovak notes was 
prohibited and also the acceptance of 
payment for exports in the domestic 
currency, thus further strengthening 
the exchange position. Finally a loan 
or 450, 000,000 franes from France in 
May last enabled the rearmament pro- 
gram to proceed without jeopardizing 
the export surplus. 

Meanwhile, continuous efforts were 
being made to help industry, and par- 
ticularly exporters. In this connection 
Czechoslovakia continues to believe in 
the efficacy of private enterprise, 
though it has combined state aid with 
this in a number of unusual forms. 
One of these, the Exports Credit Guar- 
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antee Department, is authorized to 
insure exporters against the risks of 
foreign trade to a permitted maximum 
underwriting total of Kc1,856,000,000. 

As regards capital, a Rediscount In- 
stitute was set up in the summer of 
1934 to increase the fluidity of the com- 
mercial banks, and so ease the pressure 
on the capital market. Its procedure 
has been to grant or secure advances 
for banks on bills and loans up to 60 
_ per cent of the market value of certain 
selected securities and mortgages. The 
funds of the institute, apart from con- 
tributions by the state and the banks, 
were to be derived from a compulsory 
levy of 10 per cent of new bank de- 
posits and 15 per cent of increased new 
life-assurance premiums. The state 
guarantees to a large figure the interest 
and amortization of advances made 
by the institute. 

By this means a real start has been 
made to liquefy the supplies of credit in 
the country, which had previously been 
largely locked up in industry and un- 
salable property. ‘The institute has 
been apparently successful in negativ- 
ing the unfortunate influence of the 
Ke2,000,000,000 Workers’ Loan of 
1933, which was planned for national 
relief work but was actually absorbed 
chiefly in liquidating budget deficits, 
and so had a deflationary tendency. 
At the same time capital is scarce. 

This shortage of resources has natur- 
ally required special efforts to combat 
unemployment. One of these has been 
a plan for the formation of a company 
with a large capital, issuing Govern- 
ment-guaranteed bonds for the purpose 
of financing public utility works of all 
kinds, the objective being to reduce un- 
employment by one eighth. Another 
illustration of a combined private and 
public enterprise may be found in the 
arrangements for unemployment pay, 
part of which is found by trade unions, 
and yet another in the legislative enact- 
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ment preventing an employer from 
restricting or terminating work at any 
factory without giving notice to the 
Government. 

Turning to agriculture, which oc- 
cupies about 40 per cent of the popu- 
lation, it may be noted that the num- 
bers so engaged have grown in recent 
years through a diminution of emigra- 
tion. A drastic plan of land reform 
was carried through, some 27 per cent 
of agricultural land having been ex- 
propriated, of which about one half has 
been transferred to new owners, chiefly 
smallholders. At present less than 14 
per cent of agricultural holdings ex- 
ceed twenty-five acres in extent. 

The pressure of debts contracted in 
the heyday of agriculture soon after 
the war has necessitated a moratorium 
extending over periods from five to 
twerftty years in different cases, to- 
gether with a compulsory reduction of 
the rate of interest on farm mortgages 
to 4 or even 4per cent. 


THe Grain MONOPOLY 


A more direct attempt to assist the 
farmer has been made by the establish- 
ment of a grain monopoly (again fi- 
nanced by private capital, with a Gov- 
ernment guarantee), which fixed prices 
for the benefit ef farmers and hoBed to 
reduce the gap between producers’ and 
consumers’ prices. 

The effort to maintain prices has 
been successful, and, in contrast with 
most other countries, the agricultural 
prices index number for Czechoslovakia 
is slightly above the general wholesale 
index. 

Thanks to a far seeing and realistic 
political policy, Czechoslovakia has 
been mére successful than most of the 
succession states in maintaining the 
standard cf life of her people. It is to 
be hoped that she will continue to find 
in her peculiar blend of private and 
public owrership and enterprise, based 
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on democratic principles and the inter- 

ests of minorities, the m=chanism 

needed to achieve success in thas en- 
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deavor, in spite of the formidable bar- 
riers which isolate her from the natural 


markets which she formerly enjoyed. 


XI. DIFFICULTIES FACED BY FRANCE 


The background of this disc ussion is 
to be found in the sequence cf events, 
grouped into the three periods which 
may be distinguished m the pcstwar 
economic history of France, the first 
d2preciation (ending in 1928), the 
boom, and the reign of the gold bloc. 
The two great economic d ficulties 
with which France has had to contend 
heve been an overvalued currency and 
an Inveterate tendency te hoard. 
Both originated in the sense ‘of inse- 
curity which the first depreciaticn en- 
gendered and which subsequesat events 
have done little to dispel. 

During the immediate postwar *ears 
the vision of German reparations 
buoyed up successive French gcvern- 
ments and promised a eafe sass for 
lavish expendituge to restore devastated 
areas and provide pensions. A long 
series of unbalanced budgets was ac- 
companied by a progressive rise tn the 
note issue, until in 1926 this wes ten 
times as large as in 1913. In taat year, 
in pia of a favorable balance of trade 
(including invisible experts), the franc 
on the exchanges fell to 1d, owing 
chiefly to an outflow of capital and to 
the sale of francs by small rentier? who 
had grown apprehensive of a co_lapse 
similar to the spectacular downfall of 
tke mark. But with the advent of M. 
Poincaré, a balanced budget, ‘ard re- 
stored confidence, it was soon possible 
tc restabilize the franc, though at a 
level equal only to one fifth o igts pre- 
war value. 


A 


A TURNING Pont 


This proved a major turning point m 
the country’s economic histcry, and 
during the eight years which hive since 


* * 


elapsed the impetus given to recovery 
has onzy gradually been exhausted. 
There seems little doubt that the 
stabilized franc was undervalued at 
that level, giving an advantage to her 
export -ndustries which was later to 
prove irvaluable in lessening the shock 
when, ir. 1931, Great Britain and a large 
part of the rest of the world went off 
gold. Moreover, the industries which 
France reconstructed after the war 
possessed a degree of efficiency which 
their clder competitors inevitably 
lacked, and, of course, the traditional 
charms f the country continued to at- 
tract large numbers of tourists, especi- 
ally Am=ricans, until 1933: Until that 
year, also, France found an eager mar- 
ket in tae New World for the luxury 
products which form an important 
part of rer exports. 

These advantages helped to sustain 
the gold bloc, but other influences were 
making its maintenance increasingly 
difficult. In recent years the balance 
of trade has only been prevented from 
turning against France by such devices 
as rigid quotas and an elaborate scale 
of import taxes. 

The struggle with these difficulties 
praducei various experiments of con- 


e siderable interest, and as a study in the 


expedierts of isolation France offers 
several unique features. One of them 
was the low level of unemployment 
maintained for several years, partly 
explained by an exodus of alien work- 
ers. Tte severe restrictions on immi- 
gration which have been imposed have, 
indeed, paralleled those on the import 
of goods Also, as in other Continental 
countries, the number receiving relief 
was only a fraction—perhaps one half 
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—of those actually seeking employ- 
ment. 

A second feature was the difficulty 
experienced in raising capital. Some 
25,000,000,000 of francs have been per- 
sistently hoarded in the form of notes, 
and in addition perhaps 10,000,000,000 
francs in gold, with the result that the 
financial capacity of France has failed 
to find expression in enterprise. This 
necessitated special measures to raise 
funds not only for public works but to 
finance budget deficits. 

The shortage of capital, combined 
with a failing confidence in private 
enterprise, has intensified the participa- 
tion of the state in economic affairs. 
Public enterprise has become responsi- 
ble for the provision of ships, airports, 
nitric and sulphuric acid works, oil 
refineries, and so forth, while no fewer 
than seventy-eight autonomous offices 
take a hand in the economic organiza- 
tion of the country. 

Meanwhile, the system of taxation 
has been gradually adapted to the in- 
creasing needs of the bureaucratic sal- 
ary lists, until coffee, for example, pays 
four different kinds of tax between port 
and pot. A 20 percent turnover tax on 
every sale, whether of finished goods or 
materials in process, helps to increase 
the spread between wholesale and retail 
prices. Moreover, the efforts of the 
present government to raise wages 
without taking any steps to raise profits 
was hardly calculated to assist there- 
vival of trade. In these circumstances 
the recourse to currency devaluation 
was probably the only alternative left. 

There were, of course, special reasons 
for assisting the workers, for during the 
depression and deflation most wages had 
fallen as rapidly as the cost of liv- 
ing. 

In certain sections, and especially in 
the industrial districts, real wages had 
been falling for four years. Apart 
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from the political necessity of introduc-. 
ing social and economic measures on 
behalf of the mass of workers, a read- 
justment of their share in total produc- 
tion could not be in equity denied. 
The encouragement so far provided 
has trebled the membership of the 
trade unions. 


PURCHASING POWER OF CURRENCY 


To the outside observer France ap- 
pears to have pursued to some extent a 
policy of contradictions. She has at- 
tempted at the same time to deflate by 
cutting salaries and inflate through 
unbalanced budgets. She has tried #o 
help her export industries while rigor- 
ously curtailing imports. But prob- 
ably the clearest lesson to be learnt 
from France in isolation is that the 
usefulness of a currency is determined 
not by its quantity in circulation but 
by its purchasing power. 

Both the war and the postwar recon- 
struction werê carried through on cap- 
ital raised either direetly by loans or 
indirectly through budget deficits. 
These, however, produced little or no 
net increase in real wealth, and it was 
inevitable that before long the inflated 
capital figures would have to be written 
off. This is the real explanation of the 
first deprecigtién suffered by the franc, 
while the second has been due to the 
growth of hoarding equally unrepre- 
sented by production. 

France’s extravagantly large sup- 
plies of money had sooner or later to be 
written down to their real purchasing 
power in terms of world prices, and it is 
this which has just been effected. For 
years the isolation of France delayed 
this negessary readjustment, and her 
future depends to some extent upon 
whether she can prevail upon her indi- 
vidual hoarders to emerge from their 
own isolation and play their part in 
advancing her economy. 
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XII. THE STRUGGLES OF YUGOSLAVIA 


| 

A population of some fifteen millions, 
of whom over 80 per cent are agricul- 
turists, inhabits the fertile territories 
collected together by the peace treaties 
as the Kingdom of the Serbs. Croats, 
and Slovenes. The country could be 
very highly productive, especially with 
the help of foreign capital—valuable 
mineral wealth, for example almost 
calling for exploitation. But zhe pres- 
ent output of the country dees litte 
more than provide the barest necessi- 
ties of life, some of which must imdeed 
be imported. Wages are low, but 
prices, owing to taxes and taziffs, are 
relatively high. It is small wonder 
that the peasants are restive end have 
made sporadic collective attemrts to 
try and secure an improvemenz: in their 
standard of life somewhat prcpo-ion- 
ate to their greater degree of po itical 
independence. 

An examination of theecauses cf this 
country’s misfogtunes shows how de- 
plorable may be the effects of an isola- 
tion into which a country is compelled 
to retire through external pressure. 
Yugoslavia long tried to ma-ntain a 
liberal trade policy, but circumstances 
proved too fractious. Her supply of 
capital cut off, on account of the col- 
lapse of confidence by France, hez sur- 
plus population prevented br world- 
wide restrictions on immigration from 
seeking a livelihood abroad, and pay- 
` ments for her exports made ir curren- 
cies which cannot be changed into her 
own-—all these have combined to place 
her in a most unenviable plesht. It 
only needed the last straw of sanc- 
tions, imposed upon her best customer, 
to break down her last defenseS. It is 
little wonder, therefore, that shg now 
feels herself compelled to cortrcl her 
own imports, immigration, and ex- 
changes, in a desperate attempt to pro- 
tect herself as best she can. 


Trade DEALS WITH GERMANY 


Her postwar economic history may 
be briefly sketched. The dinar was 
stabilized in 1981 with the aid of a loan 
of 1,025,000,000 French francs. This 
increased the external debt to about 
30,000,000,000 dinars, the service of 
which became progressively more oner- 
ous as prices continued to fall until by 
1983 it exceeded half the total value of 
her exports. In consequence, pressure 
developed on the exchanges, which 
under control took the form of an accu- 
mulation of debts of Yugoslav import- 
ers from Germany amounting by 1934 
to about 100,000,000 dinars. But in 
that year a new commercial treaty was 
negotiated with Germany which changed 
the trend of trade, until by the end of 
April 1935, Germany owed Yugoslavia, 
on balance, about three times that sum. 

As this debt was frozen in the form of 
blocked marks a devaluation of the 
dinar provided the only hope of relief 
in the exchange situation, and this was 
effected to the extent of 2814 per cent 
in February 1935. At the same time a 
French loan which had been obtained 
to defend the exchange was repaid by 
the process of reducing the legal mini- 
mum cover to be held by the National 
Bank and exporting the gold rendered 
surplus. 

The imposition of sanctions against 


eItaly in September 1935 forged still 


closer links with Germany, especially 
as Italy turned to buying from Hun- 
gary. Until 1934 the largest share of 
Yugoslavia’s exports of timber, eggs, 
and cattle, as well as of imports, had 
been enjoyed by Italy, but during 1935 
Germany replaced her in both respects, 
finding in Yugoslavia a profitable 
market for her iron, steel, machinery, 
steel products, and armaments. But 
since the increase in imports was 
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smaller than the increase in exports, 
the net result of the increased trade 
with Germany was a further rise in the 
_ ownership of immovable and uncash- 
able marks. 

Ultimately, in January 1936, Yugo- 
slavia abandoned the official attempt to 
control the clearance of claims between 
exporters and importers in the German 
trade. Since then the market has ap- 
proximately achieved some degree of 
equality between these. But 470,000,- 
000 dinars are still owing to Yugoslavia 
on account of past debts. 

Tt is this fact which gives special 
significance to Germany’s action in 
abruptly suspending all imports from 
Yugoslavia at the end of September, as 
well as to Yugoslavia’s demands that 
German purchases of copper, hemp, 
lead, zine, ferro-silicon, hides, and 
maize shall be made in free exchange 
and not in blocked marks. Yugo- 
slavia suspects that some, at least, of 
Germany’s purchases have been made 
not for her own consumption but for re- 
sale in other countries for the devisen 
she so urgently needs for her rearma- 
ment program. Germany, moreover, 
has found Yugoslavia a most useful and 
not too exacting source for the raw ma- 
terials she lacks, and no doubt desires 
to maintain the whip-hand in the forth- 
coming Dresden conference. In any 
case, Yugoslavia’s decision in June 
1936 to place all imports under control 
appears to have been dictated by a de- 
sire to encourage trade with “clearing”’ 
countries at the expense of others. * 

A few tardy steps are now being 
taken in the direction of improved 
facilities for trade. Czechoslovakia, 
Rumania, and Yugoslavia agreed a 
short time ago to institute a means of 
regulating commercial relations with 
each other and do something to avoid 
the blocking of claims and achieve some 
transference of existing frozen ones. 

There is the intention, too, of con- 
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trolling and regulating imports of raw 
materials to be bought, as far as pos- 
sible, from Rumania and Yugoslavia. 
There are several obvious drawbacks to 
the plan, but it can be regarded at any 
rate as a first step towards a saner eco- 
nomic atmosphere and the freeing cf 
regulation, control, quotas, duties, and 
frozen claims. 

Meanwhile the country’s internal 
economy has been dominated by the 
difficulty of finding capital. France, 
formerly most ready to lend in the 
Balkans, has lent practically nothing to 
Yugoslavia since she lost confidence in 
the country in 1931. Credit facilities 
are accordingly extremely restricted, 
and a decree of January 1935 placed 
under the Ministry of Finance certain 
privileged banks, whose accumulated 
resougces might then be utilized for 
Government purposes. 


To RELIEVE THE FARMERS 


Large-scale toad and railway works 
have been taken in hand, with a view to 
relieving growing unemployment. An 
additional source of embarrassment has 
been the inability of agriculturists to 
repay their debts, which in the main 
have been due to the banks, 20 per- 
cent of whose loans have consisted of 
this item. A moratorium, due to ex- 
pire this month, has merely postponed 
what must remain a grave problem. 
Plans are, however, under way to re- 
duce the acreage devoted to cereals and 


* facilitate an increase in the production 


of industrial raw materials, such as cot- 
ton, the industries, incidentally, to be 
compelled to buy the latter at prices 
fixed by the Government. 

At present, however, the population 
is increasing by some 200,000 a year, 
and the pressure of these potential em- 
ployees upon wages, particularly in the 
absence of adequate new capital, tends 
to depress the standard of living still 
further. 
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Yugoslavia is manifestly ir nzed of 
inteasive development with tke help of 
foremn capital, and the complete cessa- 
tion of such assistarice in 198 and its 
failure to revive is a striking z2omment 
upor the way in which a checx to con- 
fdermce can exert a petrifying influ- 
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ence upon the springs of world pros- 
perity. 

Polit:cally Yugoslavia found cher- 
ished -ndependence in 1919. Eco- 
nomica_ly she has yet to find salvation, 
and in isolation it is doubtful if she ever 
will. 


XII. ITALY S WAR FINANCE SCHEMES 


A broad survey of the Corporate 
State of Italy was includec in the 
earlicsr series on the “Economics of 
Flanning,” which was published in 
tnese pages in January 1935, ard the 
v@iter’s present purpose is, therefore, 
to discuss developments whch have 
taken place since that time. 

Am impartial observer camoz help 
being bewildered by the vazillations 
and the complexity of the neasures 
adopted in Italy’s isolationis policy, 
and judgment on the developments of 
tae Dast year is necessarily xestricted 
by the absence of comsferciel end fi- 
nancial statistice which Italy formerly 
publ shed. 

At the very outset of the Abyssinian 
War steps were taken to intersifv both 
direct and indirect state conzrol over 
ezon mic, affairs, which bec2m2 still 
more giecessary with the impesition of 
sanczions. This movemert was facili- 
tated by the existence of corporations, 
to waose discipline Italy had gradually 
become accustomed. Coal, zin, cop- 
per, and nickel became Go~ernment 
monopolies. The general poly of the 
whoke credit system was placed under 
tae control of a Ministerial Ccmnittee, 
with Signor Mussolini as Carman. 
The supervision of deposits, redit, 
stocE exchanges, and so forth Jas been 
intristed to an “Inspectorate: for the 
defense of savings and the disrioution 
of credit,” presided over by tke Gover- 
nor of the now fully fledgec. Central 
Eank of Italy. 

Another class of administrative order 


has beea concerned with the adaptation 
of the economic system to the needs of 
self-sufficiency. All motor passenger 
vehicles are to adopt, by the end of 
next year, a non-petrol-burning system. 
The sale of meat was restricted last No- 
vember to a total of four hours weekly. 
Municizal committees which control 
the buiding industry received orders 
from the Government in September 
1935 to refuse further permits to build. 


FoREIGN EXCHANGE 


Of a similar nature have been the 
plans t> economize and adapt foreign 
exchange to the special needs of an iso- 
lated siate. As early as September 
1935, I-alians were ordered to sell any 
foreign credits they possessed for 
cash, aad to surrender any foreign se- 
curities they held in return for nine- 
year Itelian 5 per cent Treasury Bonds. 
The Gcvernment thus obtained exter- 
nal purzhasing power by the device of 
issuing additional internal credits. In- 
formation is lacking as to how many of 
these czedits and securities have been 
dissipated during the ensuing year, but 
the*rigorous restrictions on the export 
of caprttal—however microscopic the 
amounits—suggest that considerable 
stringemcy is being experienced. 

The fnaacing of the Abyssinian War 
presented the Italian Government 
with a >roblem whose extreme serious- 
ness can only be inferred, partly from 
existing information, but more so from 
the significant absence of certain de- 
tails. Preparations were early made 
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to raise a new Government loan for 
war finance, but this was done in dis- 
guised form. For example, any divi- 
dends over 6 per cent on ordinary 
stocks and shares were compelled to be 
invested in state securities which could 
not be resold for three years. Again, 
an existing 344 per cent redeemable 
stock, some 61,000,000,000 lire being 
held in Italy, was as a result of a vol- 
untary conversion, and with the addi- 
tion of a 15 per cent cash payment, ex- 
changed into an equivalent amount of 
5 per cent consolidated stock. The 
latest available figures show that some 
two thirds of the redeemable stock has 
been converted, yielding, therefore, 
some 6,000,000,000 lire in cash pay- 
ments. 

Another source ready to hand was 
the Bank of Italy’s gold reserve, which 
in July 1935, when the reserve ratio of 
40 per cent, which Italy had struggled 
for seven years to maintain, was “tem- 
porarily suspended,” stood at about 
5,000,000,000 lire. With the virtual 
abandonment of the gold standard 
these reserves were available for for- 
eign exchange purposes, and by the end 
of the year they had fallen to 3,027,- 
000,000 lire, and there is little doubt 
that since then a further substantial 
loss of gold, perhaps at least a third of 
this, has taken place. Such a mobili- 
zation of the country’s financial re- 
serves offset, for the time being, her 
failure to raise foreign credits. But 
besides all this an undisclosed and 
-large budget deficit has been eoncealed, 
and no doubt carried by the banks, by 
the simple process of separating war ex- 
penditure from the normal budget on 
the grounds that it cannot be‘definitely 
estimated. 

By this means, and by stringent 
measures to restrict tax evasion, the 
- ordmary budget for the first time for 
some years, shows a “surplus” for 
1986-1987. For obvious reasons, how- 
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ever, it is hardly a surplus which will 
arouse very great confidence in the 
strength of Italian credit. The most 
recent development is an issue of new 
low-value carrency notes, nominally in 
exchange for silver coins, but in sus- 
piciously large quantities. 


SHRINKAGE OF OVERSEAS TRADE 


Discussion ‘of the effects of sanctions 
on Italian trade is made difficult by the 
cessation o? official statistics. It ap- 
pears, however, that the total trade 
(imports ard exports) of 30 countries 
with Italy shrank from 35,500,000 in 
November 1935 to 16,000,000 golal 
dollars in February 1936. ‘Those coun- 
tries which most fully imposed the 
embargo upon Italian goods seem, by 
February 1936, to have cut these to 
about 6 per cent of the figure for the 
corre$ponding month of 1935. 

At the same time markets which 
were closed to Italian exports during 
the sancticns® period have not dis- 
played too great an anxiety to reopen 
their doors at all quickly. 

It was inevitable that during the 
war the standard of living in Italy 
should have been depressed, and the 
isolation in which she has been placed 
has seriously strengthened this dene 
ency. Pric2g, Moth wholesale and re- 
tail, have been rising for the past fifteen 
months, and with them the cost-of- 
living index. With the cessation of 
sanctions, however, an attempt seems 
to have been made to improve, the 
conditions cf the workers. Family al- 
lowances were extended to all indus- 
trial employees, and collective labor 
agreements have been announced in 
certain industries, embodying a 10 per 
cent rise in wages. In this beneficent 
scheme the employers’ position does 
not appear to have received quite as 
much attention as might be expedient, 
and doubts are being raised whether 
the profit margin in industry is suffi- 
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ziert to warrant such wage increases, 
even in the more prosperous hid.ustries, 
without necessitating a raising of 
prices which would defeat the main 
object of the plan. 

Ferhaps the recent realign ent of 
zhe lira which Signor Mussolni nas an- 
nounced in spite of his former vow to 
defend its old parity, will not only 
mark the end of a long aml >ainful 
polizy of deflation, but will Sgralize a 
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gradual elimination of the more ag- 
gravated difficulties of her foreign 
trade. For the sake of Europe as a 
whole, and to alleviate the difficulties 
of her sorely tried people, Italy’s re- 
sumption of normal economic relations 
with the outside world is a consumma- 
tion cevoutly to be desired. But 
Italy as a nationalist and militarist 
state vill find it difficult to live in a 
peacefal world. 


XIV. HOW AMERICA FOUGHT THE DEPRESSION 


Whatever the outcome of -he Presi- 
denial election the experiments ini- 
tiated by President Rooseveltin March 
1933 will have a permanent p.ace in 
economic history. Though little re- 
mains of the imposing structare which 
was improvised with such amazing 
speed in those first hectic menth¥, the 
effect of his policies upon the structure 
and outlook of American indastry and 
agriculture will long endure. 

It is worth while recallinz the ap- 
palling intensity of the crisi: tarough 
whith the United States we passing 
when he assumed office. The previous 
nigtt every bank in the country had 
clos2d its doors. Millions cf persons 
-wer2_unemployed, and as nc compre- 
hensive relief system eSisted lerg> num- 
bers were on the verge of s-arvation. 
Agriculture was facing ruin, and even 
the farmers lacked food. Uneble to 
sell their specialized crops they were 
driven to apply for charitable or public 
assistance to support their families. 
Worst of all, a wave of pessimism 
swamped the country, with ro sign of 
the turning of the tide. 

The new President led the attack on 
this complex of problems under a 
barrage of optimism and eiceurage- 
mert, followed by a succession of ex- 
periments in economic plannng which 
showed clearly a readiness to consoli- 
date any position from whizh a new 


advance might be launched. An- 
nouncing a threefold program of relief, 
recovery, and reform, with a plan to 
raise pices as principal driving-power, 
he commenced a series of attacks upon 
the great sources of weakness in the 
country’s economic system. 


1133, MILLIONS or UNEMPLOYED 


Acccrding to the American Federa- 
tion of Labor, whose figures represent 
practically the only comprehensive 
estimate of unemployment in the United 
States, some 13,689,000 persons were 
seeking work in March 1933; to-day 
this figure has been reduced to about 
11,250,000. By the end of 1935 the 
number of “cases” relieved—a “case” 
roughly representing a family—had 
risen from 4,500,000 to 6,000,000, while 
on the dissolution of the Federal Emer- 
gency Relief Administration ten months 
ago about 38,500,000 “employables”’ 
were transferred to the care of-the Fed- 
eral Government, the remainder being 
left to the charge of the states. 

This outcome of the New Deal upon 
relief kas been achieved by a flexible 
and humanitarian system, directed 
largly by the endeavor to find work 
relief of a nature which the unemployed 
could «undertake and financed princi- 
pally by loans. In three years the cost 
has been about £900,000,000, 70 per 
cent being found by the Federal Gov- 
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ernment and only 16 per cent by taxes. 
One of the most encouraging outcomes 
has been the Civilian Conservation 
Corps, which has found healthful and 
constructive work in the open air for 
half a million young men. 

No civilized country could have 
avoided taking large-scale steps for the 
relief of such destitution as faced the 
United States. But the significant 
aspects of America’s “Economics of 
Isolation” have lain in other directions. 
One of its earliest manifestations was 
the monetary policy of the new Admin- 
istration. The gold standard had been 
tacitly abandoned in America during 
the banking crisis early in 1933, but 
the new „Administration made no at- 
tempt to salve it. Instead, deliberate 
steps were taken to devalue the dollar, 
and its gold content equivalent was re- 
duced to 59.02 per cent of its former 
amount, the President reserving the 
significant power to reduce this still 
further to 50 per cent. In this provi- 
sion may be found the forerunner to a 
system of provisional devaluation such 
as France adopted a month ago. 

America being a creditor country de- 
valuation could not be achieved merely 
by pinning down an existing deprecia- 
tion in the exchange markets; it had to 
be engineered by other devices. One 
method—the progressive increase in 
the purchase price of gold offered by 
the Reconstruction Finance Corpora- 
tion—unfortunately had serious reper- 
cussions in Europe, whose gold outflow 
jeopardized Central Bank reserves and 
threatened a restriction of credit. 

The second main line of attack was 
to mobilize and cheapen credit, in the 
hope that recovery might be stimu- 
lated from within. But it has become 
clear in looking back over America’s 
experience that here again circum- 
stances were unfavorable. Banks which 
had been closed through insufficient 
liquidity, and censured for their re- 
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sponsibility for unsound speculation, 
were not easily to be tempted into 
increasing their loans; additional cash, 
when available, was used to strengthen 
their reserves. During the last three 
years billions of dollars have been uti- 
lized for this purpose, over and above 
the amounts previously regarded as 
necessary and appropriate for liquid- 
ity. 

Moreover, even where credit was 
placed at the disposal of industry or 
agriculture, there was little demand for 
it, and many loans were used only to 
clear off existing, or transfer to less 
expensive, ones. While the scheme fer 
insuring deposits has helped to restore 
general confidence in. the banking 
system, something more than this is 
needed to stimulate the activity of 
borrowers; and this has not been forth- 
comifig through monetary policy. En- 
terprise has only gradually and tenta- 
tively regained strength, and much of 
the financing ef recent business devel- 
opments has been donefrom the private 
resources of the firms themselves. 

It seems also as if the NRA itself, the 
backbone of the Administration’s inter- 
nal policy, can claim comparatively 
little share in what was effected during 
the two years of its existefice. All- 
embracing as were the objectives Sf the 
codes, practical difficulties in applying 
them over so enormous a field largely 
limited their influence to provisions 
which commended themselves to a 
somewhat conservative public opinion. 

It is perhaps in agriculture that the 
most striking effects are perceptible, 
though drought and bad harvests did 
more to restrict supplies and raise prices 
than all the plans of the AAA. Still, 
the total cash income of farmers,which 
had fajlen by 60 per cent from 1929 io 
1932, rose 50 per cent in the next three 
years. In 1935 it amounted to $6,900,- 
000,000, of which 480,000,000 were 
directly derived from the machinery 
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of the AAA, and farm prices were 56 
per cent about the 1932 level.. 


REFORM OF THE CONSTIT JTION 


The long fight in the Supreme Court 
has made the reform of the Constitu- 
tion a vital national issue waich can 
only be solved by Americars them- 
selves. At the same time £m=rican 
legal machinery is so deliberete in its 
working that experiments car b= sure 
oi a long start before they car. b2 out- 
lewed. It may certainly be claimed 
that enough was known of -he New 
Deal before it succumbed to the Su- 
pseme Court’s judgment to erable its 
economic efficacy to be also jrdged. 
And there can be little doubt zhet his- 
tory will claim as the chief accor in 
the recovery of America not Eresident 
Roosevelt’s economic experiments but 
his personal optimism. 3 


THE ANNA OF THE ÅMERICAN ACADEMY 


It seems as if America has to continue 
her course with a semi-permanent addi- 
tion to her volume of unemployment. 
This hes always been higher than in 
countries with less mobility of labor, 
but so far as can be judged its level 
today is higher than in the last corre- 
sponding period of recovery. Just as 
Great Britain emerged from the war 
to face normality with a minimum of 
some lë per cent unemployed against 
5 per cent prewar, so, too, it seems 
as if America’s passage through the 
great d2pression has left more of her 
citizens without hope of adequate 
incomes. On the other hand, the 
traditional resistance of the typical 
Americén to any attempt to en- 
croach upon his individual liberty has 
been breached, and state action has re- 
ceived e definite though reluctant ap- 
proval. 


XV. ARGENTINA AND HER CREDITORS 


Seats HANDICAPS on INVESTED FOREIGN CAPITAL 


Argentina is a thoroughly typical 
primary-producing country, ard ft was 
only to be expected, therefore, that she 
was one of the first to suffer from the 
storms of world depression. But her 
misfortunes in 1929 ‘were iacreased 
bx bad harvests, with the resultthat her 
exports were reduced in value iof only 
bv low world prices but by = serious 
fall in quantities. At the sam- time it 
was difficult to curtail the imoo-ts of 
manufactured goods upon wich she 
relied. Inevitably therefore ar ad- 
verse balance of trade rapidl> cevel- 
oped. Simultaneously the buc get also 
failed to balance by a wide margin, 
and so Argentina’s position by the 
erd of 1931 was serious indeed. , 

A new government adoptec strong 
steps to deal with the country’s zomplex 
problems, and almost alone among 
ecuntries similarly placed A-gentina 


has never defaulted upon the payment 
of her external Government debt, 
though rt must be noted that the steps 
taken {o insure this commendable 
policy have indirectly added to the 
difficulties of foreign-owned capital in 
earning and realizing dividends. 


Iacentous EXPERIMENTS 


The exchange measures introduced 
by Argentina are among the most in- 
genious and interesting of all the ‘ex- 
pedients in vogue in this field of 
experimental planning. Actually her 
monetary difficulties date back to the 
last century, for it was quite early in 
her history that an official difference 
between the gold peso, for external use, 
and the paper peso, used for internal 
payments, was introduced. But in 
1929 the gold standard was abandoned 
and by 1931 the Argentine peso had 
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depreciated to five eighths of the value 
of the American dollar. Even at this 
level at which it remained pegged for 
some months equality between im- 
ports and exports was not restored, and 
by the autumn of 1933 further steps 
were deemed necessary. It is these 
which introduced the novelty of three 
separate exchange rates coexisting in 
the same market and which, with 
modifications, are still in force. 

The first two of these rates consist of 
the official buying and selling quota- 
tions for foreign exchange. For ex- 
ample, all sterling claims arising from 
the sale of exports from Argentina must 
be surrendered at a fixed rate, at pres- 
ent 15 pesos to the pound. After a 
reduction has been made for the re- 
quirements of the service of the ex- 
ternal debt the balance is sold to 
importers at a higher price, and then 
only if they have the necessary Ex- 
change Control permits. Until last 
January sterling was offered for sale 
by tender, but since then its price 
has been fixed daily by the Central 
Bank in accordance with the require- 
ments of the market. The average ac- 
cepted tender price—representing the 
second official exchange rate—was 
last year practically 17 pesos to the 
pound, yielding approximately a 18 
per cent profit to the Government on 
its exchange transactions, equivalent 
to a tax on imports. Part of this was 
devoted to offsetting the additional 
cost of the service of the foreign debt 
due to the depreciation of fhe pego, as 
well as certain losses incurred by the 
Grain and Cattle Control Boards, and 
the balance used to form the basis of 
an Exchange Equalization Fund. 

The third exchange rate is that 
reached in the free market, in which the 
proceeds of some 10 per cent of Argen- 
tine exports (including, for example, 
wool), exempted from the operation of 
the Exchange Control, are sold to the 
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highest bidder. The price in this sec- 
tion last year ranged between 1714 
and 1984 pesos to the pound, accord- 
ing to seasonal fluctuations of trade 
and demand. 

In addition to these technical expe- 
dients, Argentina has negotiated a 
number of trade agreements with her 
chief customers, of which the Roca- 
Runciman Agreement, which has just 
expired, is perhaps the most important. 
In this agreement Argentine trade with 
Britain was safeguarded in return for 
an undertaking to exempt sterling from 
any arrangement to appropriate ex- 
change balances for Government pyr- 
poses and to effect a settlement of out- 
standing sterling balances partly in 
cash and partly in 4 per cent Argentine 
bonds. 


e BEEF AND MUTTON 


The agreement implemented the un- 
dertaking given to the Dominions at 
Ottawa tha non-Empire imports of 
frozen beef and mutton into the United 
Kingdom would be reduced to 65 per 
cent of their 1932 levels by the second 
quarter of 1934, but in deference to 
Argentine exporters imports of chilled 
beef into Britain from that country 
were not to be restricted ‘unless this 
proved essential to maintain réMuner- 
ative rice in the United Kingdom. 
Further, if for this reason imports from 
Argentina were cut below 90 per cent 
of their 1932 figure, imports from the 
Empire were to suffer similar restric- 
tions, 

Since Great Britain is the only con- 
sumer of chilled (as opposed to frozen) 
meat, and Argentina the only source of 
supply, this arrangement was necessary 
to safguard a mutual advantage. It 
remains to be seen whether recent scien- 
tific advance in the transport of chilled 
meat over longer distances will, in the 
future, deprive Argentina of this bar- 
gaining lever. 
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The agreement has protected British 
traders from the 20 per cent sureharge 
on all imports not covered by g prior 
exchange permit, though on he other 
hand it is contended that tha further 
devaluation of the peso which was car- 
ried through shortly after tLe agree- 
ment was signed constituted a breach 
of the spirit, if not the lette, of the 
treaty. At least it is clear that the 
considerations involved are sufficient 
to warrant on both sides since-e =fforts 
to renew the agreement wth such 
modifications as may be necessary. 


GOVERNMENT’s GRAIN PureHssEs 


“In her internal policy Argertina has 
followed customary precedents in alle- 
viating the misfortunes of depression. 
A three-year moratorium on mortzages, 
necessitated by the calamitots Zall in 
land values, has been supplem=ntedl by 
Government efforts to secure zemuner- 
ative prices for farm products. Fore- 
seeing that the devaluatign of the peso 
-in 1933 might lead to a colapse of 
wheat prices if Sales were unregulated 
and too intensively encouraged ky the 
change, the state undertook tc pur- 
chase all crops of wheat, meize, and 
linseed at world market prices. pius an 
increase proportionate to the Jevalua- 
tion. ®These stocks were tken sold 
abroad at these same pricts &cppor- 
tunity offered, any losses beige recov- 
ered from the profit on exchange, as 
already described. 
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cultura products may leave Argentina 
with insufficient claims to maintain 
stability in her controlled exchange 
rates. In any case, while Britain may 
enforce levies or reduce quotas, Argen- 
tina can impose the conditions under 
which British capital operates in that 
country as well as those under which 
Argentina discharges her obligations to 
overseas investors. 

And while protecting her own pro- 
ducers in the ways described, Argen- 
tina has been less susceptible to the 
claims of foreign companies operating 
in her territory. Barely one third of 
the foreign-owned railway capital is at 
present earning a dividend, partly ow- 
ing to the growth of competition from 
road venicles, but partly through legal 
restrictions upon the reduction of work- 
ing cos:s. Moreover, all such com- 
panies Lave suffered a double handicap 
in that imported stores have risen 50 
per cent in price through the exchange 
depreciation, while the remittance of 
dividends abroad requires an equally 
increased amount of pesos. 


Tur TRANSFER OF Losses 


It is inevitable that where deliberate 
breaches are engineered in the equation 
of supp-y and demand—as has been 
done by Argentina’s artificial control of 
the excaanges—losses should be sus- 
tained. Such policies are justiñed in 
the eyes of their sponsors because they 
enable the loss to be transferred, di- 


Argentina’s economy isso vulnerable „rectly cr indirectly, to creditors, in- 


that at one time a failure of ber chief 
crops would have broken her exchange 
rate, but her credit and bankirg struc- 
ture has in recent years been entirely 
remodeled and her new Central Bank 
is in a strong position. Its rge re- 
serves will be especially impor-ant this 
year, as, owing to bad weather, a large 
decline (more in volume than D value) 
of her exports of wheat and ot.er agri- 


stead o° falling on the shoulders of 
debtors who are already overwhelmed 
by prob.ems of overproduction. 

Time alone will show whether this 
view is, in practice, sound or whether 
the investors’ loss of confidence in Ar- 
gentina will not in the long run impose 
upon her greater losses than those 
which ske has so far contrived to trans- 
fer. 


Tut Economics or [souaTiIon 


193 


XVI. NEW. ZEALAND’S MARKETING PROBLEMS 


The state in New Zealand has played 
a greater part than in any other Do- 
minion, and the first compulsory arbi- 
tration courts and noncontributory 
old age pensions were among her exper- 
iments. Land settlement, railways, 
and elaborate hydroelectrification 
schemes have been financed with 
British capital and enthusiastically 
developed by this optimistic young 
country. Yet the policies of New 
Zealand in attacking the effects of the 
depression fall into two distinct periods 
—three years of orthodoxy, ending last 
November, and a year of experiment 
since then. 

Since the prices of finished products 
(say butter and mutton) did not re- 
spond as quickly to the onset of the 
world slump as did those of raw ma- 
terials (maize and wheat), New Zea- 
land, though an agricultural country, 
did not experience the full intensity of 
the depression as early as Australia. 
But by 1932 internal prices had fallen 
some 11 per cent and export prices had 
slumped about 40 per cent. In addi- 
tion to this serious disparity between 
the internal and external price falls, 
incoming loans, normally averaging 
some £5,000,000 a year and on whose 
continuance she had grown to depend, 
had vanished. 

Three main lines of attack were 
adopted, dealing with the budget, for- 
eign exchanges, and the relief of unem; 
ployment. The compulsgry arbitra- 
tion courts scaled down wages by 10 
per cent, and the salaries of civil serv- 
ants were similarly cut. An advisory 
economic committee recommended a 
larger reduction (of 20 per cent) in rent, 
interest, and wages, coupled with a 25 
per cent reduction in adjustable public 
expenditure, the financing of unemploy- 
ment benefit by income taxes, and fur- 
ther additional taxation. The budget 


deficit, reduced by this program to 
£2,500,000, was financed by borrowmg 
from a newly created Reserve Bank. 
Simultaneously exports were licensed 
and imports rationed, and an exchange 
pool, with a new parity of approxi- 
mately £124 New Zealand to £100 
sterling, was eventually established. 


ÅIDS FoR THE UNEMPLOYED 


No comprehensive scheme of allevi- 
ating unemployment existed apart from 
the financing of public works from the 
proceeds of overseas loans. When 
these failed funds were raised by a poll 
tax plus a small income tax, and were 
administered by a Joint Unemploy- 
ment Board, representing the Govern- 
ment and employers’ and workers’ 
organizations. The original aim was 
“no relief without work.” Unfortu- 
nately, the prospects for agriculture 
were discouraging, while a lack of other 
openings for the unemployed and a 
shortage of funds mate their assistance 
very difficult. 

But by the time the Labor Govern- 
ment had assumed control, in Novem- 
ber 1935, a marked improvement in the 
country’s position had already been 
established. Export prices hat risen, 
and progr@ssive increases in taxation 
had rebalanced the budget. 

New Zealand’s prospects were bright- 
ened by a further improvement in the 
export position, the best since 1929, 
due to rising prices for butter and 
cheese; 1935, too, was a better season 
for pork, veal, tinned meats, and gold. 
Meanwhile farmers had been further 
assisted by the National Mortgage 
Corp@ration assuming responsibility for 
the £47,000,000 loaned to settlers, 
though no doubt this measure also 
served to prop up inflated land values. 
The policy advocated by the Labor 
Party promised a lower exchange rate, 
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guaranteed farm prices, increas:d wages 
and pensions, better conditions for the 
unemployed, the abolition of :he sales 
tex, and reduction of other tazes 

One of the first of the new measures 
was z0 nationalize the Reserve Bank, 
an irstitution which is now trusted 
with the regulation and contr] of in- 
ternal currency and credit, thetransfer 
of exchange funds, and the disposal of 
tke sale proceeds of New Zealand 
produce. The bank’s purchase of Gov- 
ernm2nt securities is no longer limited, 
and it may underwrite Goverrment 
loans and grant overdrafts not only to 
the Sovernment itself but to any 
mark-ting board which may k= sat up 
by th= state. The Minister of Finance 
has the power to suspend the normal 
duty of the bank to provide sterling in 
exchange for its notes, and the governor 
of the bank (with the Governmgnt’s 
appreval) may require the trading 
banks to increase their balances in the 
central institution. b 

Th> next important step in zhe new 
planning of Ne#¥ Zealand’s &comomy 
was tie introduction of state marketing 
of exports. Since August the sovern- 
ment has purchased all dairy products 
at a xed price and sold them abroad 
at its own msk. Any loss in this seaeme 
falls ap the state, but profits azere to 
theimlustry. Itis seemingty poposed 
to widen the scope of state mzrksting 
as opportunities arise. The Lass for 
success, however, lies in a steady 
growth in the market for New Zeeland 
produce, and in the world of to-day this 
is diffeult to insure. This explaixs the 
present visit to England of the Eirister 
of Fimance and Marketing, hcping to 
obtaim such reciprocal concessions as 
will suffice to guarantee the su-wess of 
his pclicy. 3 

Concurrently with these merk2ting 
meastres the New Zealand milways 
have been handed back to state coatrol 
and a number of public work: which 
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had beən abandoned have been re- 
stored With the help of the arbitra- 
tion courts and the restoration of com- 
pulsory arbitration applicable to most 
industri2s, restriction of working hours 
to forty a week in shops, offices, and 
factories and the fixing of minimum 
wages for juveniles are to be enforced. 


A LIMIT to Cost INcREASES 


Propcsals are being made to reduce 
mortgages, rents, and interest, and 
there is evidence that special considera- 
tion is keing given to the problems of 
the smail dairy farmer. But there is 
clearly < definite limit to such a policy 
of increasing costs in the absence of any 
guaranteed equivalent increase in prices 
or turnover. The success of the exper- 
iment would appear to depend mostly 
upon tbe extraneous factor of a con- 
tinued rise in world prices. In the 
home market producers have already 
pressed for tariffs to protect their 
position. 

Because of the dependence of New 
Zealand upon imported capital, and the 
consequent need to retain the continued 
confidenze of investors, the more ex- 
treme exponents of financial experi- 
ments Lave been compelled to give 
place to those who advocated that the 
budget should be balanced and any 
compulsory reduction of interest on 
New Zeadand’s debts should be avoided. 

On the other hand, farmers complain 
that the guaranteed price of butter is 
not ‘high enough to compensate them 
for increased costs. Again, the Gov- 
ernment’s expressed intention to reduce 
the disceunt on the sterling exchange 
has had to give way to a realization 
that at present the depreciation is in- 
dispensable to retain New Zealand’s 
most important market (Britain in 
1935 buying 85 per cent of her exports 
in value) and to avoid such a reversal of 
her balar.ce of trade as would upset her 
plans for internal revival. 


Tue Economics or ISOLATION 


Mr. Savage appreciates that a suc- 
cessful marketing policy must benefit 
both parties involved, and he is, there- 
fore, negotiating with an offer as well as 
a request. The difficulties, however, 
are complicated by the existence of 
competitive imports into New Zealand 
not only from Japan and the United 
States but also from Canada and Aus- 
tralia. International coöperation in 
production is only workable so long as 
the basis of exchange is not seriously 
disturbed: any substantial variation 
in the level of either set of prices may 


XVII. HOLLAND AND ITS CLASH OF INTERESTS 


During the few years preceding the 
world depression Holland was enjoying 
a marked increase in foreign trade, a 
substantial balance of payments and 
budget surpluses, and considerable 
freedom from unemployment. But 
the world crisis hit her very badly, and 
so also did the abandonment of the gold 
standard in 1931 by Britain and other 
countries. Duties and quantitative re- 
strictions on her farm products were 
imposed by her chief customer, Britain, 
and this country’s measures to protect 
her cotton industry from Japanese com- 
petition proved equally serious to Hol- 
land, For example, duties on cotton 
piece goods completely eliminated 
Dutch imports into British India. 

It is hardly surprising, therefore, 
that between 1929 and 1935 Hollgnd’s 
production, employment, and foreign 
trade values fell by one third. Her ex- 
ports of capital ceased, and she was 
driven to foster the home market by 
means of tariffs and quotas, her sudden 
abandonment of Free Trade constitut- 
ing an even more drastic change than in 
Britain. As further measures of alle- 
viation the Government initiated pub- 
lic works and schemes of unemploy- 
ment relief and granted subsidies to 
agriculture and shipping. Wages and 
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supplant it by an isolation as rigorous 
as the fcrmer interdependence had 
been complete. 

It is this unforeseen effect which has 
been at the root of the problems of agri- 
cultural and raw-material producing 
countries during the past seven years. 
New Zealand, with her trading schemes 


‘involving direct coöperation between 


governments, believes she has found 
the secret of preventing their recur- 
rence. For the sake of the world’s 
peace and prosperity it may be hoped 
that she is on the right track. 


salaries of state and municipal em- 
ployees were reduced, though not so 
drastically as in other countries. Con- 
versions of state debts to lower interest 
rat@s were carried out and new loans 
raised on favorable terms. 

Though in Holland the numbers em- 
ployed in agriculture are only half 
those in industry, the problems of the 
farmer, and specials of the small- 
holder, have taken a firm hold of the 
national consciousness. But the at- 
tempts made to assist them have in 
this instance been equally strongly in- 
fluenced by a contrasting céncern—for 
the sanctity of contract and esfcially 
of the® implicit in the maintenance of 
stable money. It is for this reason 
that Holland held out for so long 
against the temptation to devalue her 
currency. It is for this reason, too, 
that she preferred to hold aloof from 
the sterling-dollar-frane standard until 
she could be sure that this will be used 
to maintain stability and not to preface 
further depreciations. 


e fan Consumer Pays 


Holland presents an extreme ex- 
ample of the clash of interests between 
capitalist and entrepreneur, since her 
deflationary efforts to save the currency 


+ 
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on behalf of the former have been har- 
pered at all points by her system of 
bounties and subsidies to assisi the 
latter. And between the two :t is the 
consumer who has chiefly sufferec. 

The Government of Dr. Cclijn has 
been deliberately attempting tə recon- 
cile the clash of interests by diserimina- 
tory measures, but recognizng the 
impossibility of doing so while agricul- 
tural production was far in excess of 
demand at any profitable price it has 
set about facilitating the restriction of 
output to meet the home demand and 
the curtailed export market. 

Meanwhile losses sustained oF ex- 
ports have been met from levies on 
consumers and on imports, the adjust- 
ment being made by means of a _arge 
Agricultural Crisis Fund (attaining to a 
size approximately a quarter of the 
normal budget) and of offsetting lo$ses 
in the one direction by the exaeticn of 
monopoly profits in others. As the 
products which have been encouraged 
need less labor than those which have 
been curtailed the effect on unemploy- 
ment has been unfortunate. Ta re- 
duce the volume of imports the ouzput 
of vegetables, for example, has keer cut 
some 40 per cent, while the home pro- 
duction of Brain has been encoarazed. 
This ®t result has naterally <ffezted 
the prosperity of Rotterdam, the prin- 
cipal grain importing center. ‘The re- 
striction of imports has also njured 
Dutch shipping and given rise tc a meed 
for subsidies. And, unfortunately, the 
system has had other unforeseen 
effects. 

Meanwhile the policy of deflation has 
had its inevitable effects upon purcias- 
ing power. Figures of income tax 
payers show how marked ha: keen 
the shrinkage, the incomes of? those 
assessed to tax having fallen 30 pər cent 
in four years. While the salaries of 
civil servants have been cut and pres- 
sure has been brought upon the muricl- 
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palities to enforce similar economies, 
increasing difficulty has been experi- 
enced in balancing the budget, and 
latterly additional cuts have become 
necessary in education, public works, 
and the social services as well as in sala- 
ries and pensions. A most serious 
feature has, of course, been that the 
existence of levies, tantamount to taxes 
on food, have pressed most hardly upon 
the poorest classes, and the restriction 
of imports and the imposition of quotas 
has helped to keep up the prices of © 
other necessaries. 

There has been some attempt to en- 
courage the growth of industry, but a 
continuously falling market has natu- 
rally been adverse to the scheme, and 
in general the industrial position has 
declined. Unemployment has aver- 
aged 27 per cent for the past three 
years, and the growth of new concerns 
has been hampered by restrictions on 
the commencement of new business in 
certain specified lines. One of the in- 
dustries where special difficulties have 
been experienced has been coal, which 
has had to face a continuously falling 
market. 


THE ZUIDER ZEE SCHEMES 


In one respect Holland is unique in 
the world today. It is probably. the 
only country which by taking thought 
is adding cubits to its area. The 
Zuider Zee reclamation schemes are 
engineering triumphs, and the recent 
decision to press on with the second 
scheme is a tribute to the success of the 
first. This new project, which is to 
cost about £12,500,000, is estimated to 
employ 4,000 to 5,000 men during the 
period of construction and to find room 
for 40,000 when completed. It is a 
substantial contribution to the problem 
of finding scope for the sons of farmers 
whose prospects of employment today 
are none too bright. But to what end, 
if agriculture is already overproducing? 
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It is doubtful if Holland has yet found 
the answer. 

Holland’s colonial possessions, pro- 
ducing primary commodities, suffered 
even more from depression, falling 


prices, and economic nationalism. ‘The, 


Dutch East Indies continued to export 
approximately the same quantities of 
rubber, coffee, tea, and petroleum, but 
with greatly reduced returns. Sugar 
suffered most, losmg seven eighths of its 
export value between 1929 and 1935, 
largely owing to subsidized production 
in other countries. Coffee markets 
were overwhelmed by overproduction 
in Brazil. 


The services of the colonial external 


debts were, however, maintained, partly 
by reduced imports from Holland, and 
the purchase of cheaper goods from 
Japan. At the same time Japan ex- 
tended the production of sugar and 
coffee in Formosa, as well as her carry- 
ing trade. Confronted with all these 
difficulties the Dutch East Indies have 
been turning their efforts to industrial 
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production. In view of the highly 
industrialized character of their mother 
country this may be a temporary ex- 
pedient, but hardly a long-run solution 
for the problems of primary producers. 

The suspension of the gold standard 
on September 27 of this year may indi- 
cate a check to deflationary policies and 
a chance of a temporary benefit in 
trade. Many Dutch East Indies con- 
cerns, in view of previous drastically 
reduced costs and with production in 
many products internationally regu- 
lated, should benefit considerably from 
the new alignment of exchange rates. 

Holland has expressed her readiness 
to codperate in any attempts to abolish 
trade restrictions “without, however, 
cherishing any excessively optimistic 
expectations on this score.” In view 
of her experiences during the last few 
yedts she is justified in doubtmg any 
real desire to remove the numerous ob- 
stacles to trade which the world has 
created witl so much determination 
and ingenuity. å 


XVIII. TURKEY’S “DISCIPLINED ECONOMIC REVOLUTION” 


The growth of the new Turkey is at 
once the romance of the post-depression 
age and a standing example of the uses 
of isolationism. An important indus- 
trial economy has been superimposed 
upon a nation of agriculturists and 
craftsmen, and an adverse trade bal- 
ance has been reversed by a lessened 
dependence on foreign sources of supe 
ply. ° ] 

Turkey’s chief exports under the old 
régime were tobacco, dried fruits, wool 
and mohair, opium, carpets, and a few 
minor natural products, none of which 
were suitable for large-scale develop- 
ments. Hence the economic policy of 
the Kemalist government, which was 
based upon maintaining exchange sta- 
bility, required a restriction of imports 
as a necessary alternative to increased 


exports. But the Government was not 
content with this passive course, and 
tariff policy was used not only to main- 
tain the balanee of trade but to Protect 
infant” industries which were set up 
within the country. The growing na- 
tive production of the coarser grades of 
cotton goods, woolens, silks, leather 
goods, soap, sugar, furniture, and so 
forth, testified to the success with which 
the policy was administered. An ex- 
ample of the rapid growth of a new in- 
dustry is to be found in sugar. This 
was only established in 1927, and by 
1930 Was supplying about one sixth of 
the Jifrkish home market. But three 
years later its share had grown to six 
sevenths, and by now it has probably 
completed its monopoly of the home 
market. 


* t 
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FIVE-YEAR PROGRAM 


The framework of the plan Las been 
a five-year program of industriel dəvel- 
opment, under which factories have 
been financed, extended, even built, 
under the zegis of the Government or of 
the semi-official Sumer Banz. But 
since 1931 schemes of almost bewilder- 
ing magnitude and momentum aave 
been developed, and earlier astempts 
to foster private enterprise have given 
way to state control of importent eco- 
nomic activities. An important fea- 
ture throughout has been the su:prising 
speed at which reforms, which rave 
included the introduction of a new al- 
phabet and a new civil code, have zeen 
devised and carried out. 

There is little doubt that a:single- 
party system under inspired dictatorial 
leadership can get things done expédi- 
tiously, as well as stifle objections by 
restricting the freedom of speech and 
press. But it seems thatgthe People’s 
Party consider frgedon in the Western 
sense a sign of weakness. In Sepzem- 
ber 1931, the Turkish pourd was 
pegged to the gold franc, in crder to 
facilitate the maintenance of external 
stability, but this year, when Franze in 
turn left the gold standard, Turkey re- 
sumecthe link with sterkng, whach had 
for five years been broken.” œ 

An examination of the detailed weas- 
ures shows that these may be divided 
into two kinds, external and internal. 
The most important of the former zype 
have been the trade agreements nego- 
tiated with a number of countr es pro- 
vicing for reciprocal exchange treat- 
ment, frequently with a clause allowing 
Turkey to export a considerable per- 
centage more than she imports* Her 
general policy has been to reacl a, bal- 
ance in her commercial exchanges with 
each country separately. Turkish ex- 
porters to Japan, for example, are al- 
lowed to import Japanese goods of the 
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same values, or to sell this right to 
Turkish importers at a lower value. 

While such a system is understand- 
able, it is unlikely to lead to any consid- 
erable growth in foreign trade. An- 
other result has been that Germany and 
Turkey have been buying each other’s 
goods at prices higher than those ruling 
in the world markets. Turkey, how- 
ever, has since realized the danger of 
losing other customers, and has been 
endeavoring to regain trade relations 
with other countries. 

The original program of development 
was Intended to pay special attention 
to textiles, chemicals, iron, and coal, 
and in these directions rapid advances 
have been made. Self-sufficiency in 
textile goods is within sight, and as re- 
gards coal, new mines are being located 
and developed with express speed. 
Further, a considerable reduction in 
cost and price was effected by placing 
the entire coal mines basin under a 
single administration. Some of the 
mines, as for example those at the 
brand new town of Karabuk on the 
Black Sea coal basin, are being used to 
feed home industries, in that instance 
by means of a 65,000-kilowatt electrical 
generating station. Elsewhere the coal 
is being exported, though naturally it 
has to meet with acute competition 
from established suppliers. 

Hitherto the country has had no 
iron and steel industry, but a second 
five-year plan, upon which she is now 
embarked, visualizes the creation of 
heavy industries. ‘There is an interest- 
ing contrast here with the methods of 
the U.S.S.R. Russia’s first five-year 
plan was devoted to capital goods, and 
only when these had been created was 
the attention of her people turned to 
the industries more closely linked with 
the standard of living of her population. 
Turkey——perhaps because of her isola- 
tion has been less complete, perhaps 
because her vision of industrial 
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growth has been more utilitarian than 
logical—has begun with the consump- 
tion-goods industries, and the capital- 
goods are yet to come. 

Meanwhile, agriculture has not been 
neglected. Assistance has been given 
tothe peasantsin variousforms. Their 
taxes have been lightened, codperative 
societies have been established to as- 
sist them in marketing, and, more im- 
portant still, a maximum rate of inter- 
est on loans has been fixed, and a State 
Institution has purchased wheat in 
certain markets at prices above those 
normally ruling, thus keeping up in- 
ternal prices and guaranteeing the 
grower a remunerative return. 


STATE CONTROL 


It is important to remember that a 
large part of Turkish industry is owned 
and operated by the state, and that the 
state almost completely controls the 
foreign trade of the country. At the 
same time the interests of private in- 
dustries have also been furthered by 
Government regulations concerning 
standardization of qualities, amounts, 
and descriptions of goods. The Gov- 
ernment also has recently been empow- 
ered to fix minimum prices for certain 
products, maximum prices for a num- 
ber of basic goods, and maximum 
profit margins for manufacturers. An 
important labor bill this year covered 
compulsory contracts of work, health, 
labor disputes, and social assistance 
in the interests of workers. Hours in 
general are to be reduced tq forty-eight 
weekly. Strikes and lockouts are for- 
-bidden. 

Turkey’s ambitious experiment is 
still too near its inception for evalua- 
tion, but, superficially, success can be 
recorded. The exchange has been 
stabilized, imdustry developed, and 
replaceable imports have been super- 
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seded by home products. The loss of 
customs revenue, though considerable, 
has not prevented the balancing of 
the national budget. Exports, at least 
in quantity, have been largely main- 
tained. But there are a number of 
purely fortuitous circumstances which 
have assisted to achieve this result. 
The friction between Australia and 
Japan encouraged the export of Turk- 
ish wool, while drought in the United 
States tended to increase the export of 
cotton and wheat from Turkey. More- 
over, certain countries have been buy- 
ing and selling Turkish goods at a loss 
merely to thaw their frozen claims, 

But at what cost have all these changes 
been effected? Primarily, of course, 
the main loss will result from the aban- 
donment of a high degree of efficiency 
which is only to be obtained through 
international division of labor. Tur- 
key intends to be self-sufficient, though 
it cost her twice the effort she would ex- 
pend by thegprocess of specialized pro- 
duction and foreign trade. How far, 
in this respect, she is acting from patri- 
otic motives, and how far under the 
compulsion of policies in other coun- 
tries, only the historian of the future 
will be able to judge. Moreover, about 
one third of her budget exfenditure is 
devoted to armed preparedness*hclud- 
ing aswell equipped modernized army. 
In a number of Government enter- 
prises also, particularly the new rail- 
ways, considerations of defense play as 
important a part as economic require- 
ments. 

Meanwhile, it is only too clear that if 
country after country pursues the same 
policy of isolation and self-sufficiency, 
the réle of nations such as Great Britain, 
which*have been developed to supply 
world-wide markets, will shrink pro- 
portionately to the growth of world- 


- wide loss. 
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XIX. FOUR COUNTR_ES WITH LITTLE UNEMPLOYMENT 


BALTIC States: ScRUGGLES TOWARD PROSPERITY 


Between the Baltic Sea anc the 
borders of the U.S.S.R. there i: a small 
group of states which pro~id2 an 
almost unique spectacle in the:modern 
world, since they have practizal.y no 
unemployment. Finland is encoying a 
boom, with the volume of her industrial 
production at a record height end agri- 
culture prospering from rising pzices; 
Estonia reports comparative orcsper- 
itv. Latvia and Lithuania, om the 
other hand, have met with greater 
dificulties, their preponderence of 
agriculture entailing a consderable 
strain upon their resources in te effort 
to secure remunerative farm prices, 
But all four countries, by ciff2rent 
methods, have contrived to find @re- 
ductive employment for almost the 
whole of their population. 

A superficial explanatign of this feat 
would suggest that their sucaess has 
been directly proportionate to currency 
devaluation. Since all four countries 
ar2 largely dependent upon maintaining 
an output of agricultural procucts in 
the face of fierce world competition, 
there can Be no doubt of the assistance 
to be@lerived from an accommodating 
exchange policy. As timbe¥ pr-alccers, 
the first three countries benefited from 
the increased demand in Europe for 
building materials and the less-ning of 
Russian competition. But otaer fac- 
tors have, of course, to be korne in 
mind. 

Finland has based her foreign trade 
policy upon reciprocity agreements, of 
which the model has been ore zom- 
pleted with the United Kingtom in 
1933, while her home developreen- has 
be2n stimulated and facilitated >y easy 
money and a large public worksscheme 
since 1932, financed mainly b> loans. 
It is of interest to note that a Budget 


Equalizetion Fund was initiated in 
1935 to control the influence of the 
trade cycle on state finances, and a 
large budget surplus was transferred 
to this fund. The opportunity was 
taken during the depression to overhaul 
and mocernize much of her plant, and 
costs have accordingly been reduced. 
In consequence her large export indus- 
tries have been doing well, particularly 
plywood. pulp, and paper, and a 
favorable balance of trade has been 
maintaired since 1932, allowing a 
reduction of Finland’s foreign debt. 
Since 1932 the Finnish mark has been 
undervalued on exchanges, and this has 
been a valuable help in securing foreign 
markets. 


FINNISH TRADE WITH GERMANY 

Finland’s principal difficulty has 
been wita her important German mar- 
ket. Tte existing commercial treaty 
was abrogated in 1934, and for three 
months irade between the two coun- 
tries was practically nil, A -new 
treaty ard exchange clearing agreement 
were then completed, but they have 
not worked very favorably for Finland, 
and frozen balances have been accu- 
mulating in Germany, while delays in 
payments of accounts have been rising. 
To offset this an effort has been made 
datterly to curtail some of the less 
impertart ,exports from Finland to 
Germany, so that the balance of trade 
may be more closely adjusted, but there 
appears to be still an undischarged 
balance due to the former country. 

Meanwhile, tariffs upon goods enter- 
ing F'inland—especially foodstuffs, sug- 
ar, and c»ffee—have been reduced, and 
imports early in 1936 were increased 
considerebly, along with large imports 
of metals and machinery. The cost 
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of living has been falling, while in the 
last year or two prices have risen. In 
consequence the worker is on the 
average better off than in 1929. A 
further factor tending to improve 
conditions has been the growth m 
electrical power supplied to Finnish 
industry, which rose 50 per cent in the 
six years following 1928 and has helped 
to increase the efficiency of output. 
Communications are also being im- 
proved, four new lines being under 
construction for the state railways and 
roads being built. 

There was an 80 per cent fall in the 
number of unemployed in 1935 com- 
pared with 1932. In June of this year 
most of these were employed on organ- 
ized relief work, leaving only a few 
temporarily unemployed. Production, 
which had been gradually rising, was 
(mainly in the export section) a little 
higher than in 1929. 

Estonia’s gain of independence found 
her, after the ravages of war and revolu- 
tion, without capital, savings, or 
securities and on the verge of famine; 
she lived on a loan from Finland 
pending the issue of new currency 
notes. In 1919 a Central Bank was 
formed, with the Government finding 
the capital and appointing its president 
and half the managers. Industrial 
credits became a predominant part of 
the loans of this institution and were 
used to finance repairs, plant, material, 
and wages. A foreign loan, sponsored 
by the League of Nations, helped to 
build up her economic structure. , But 
she had lost her Russian market for fish 
and industrial products and her prewar 
metal and engineering industries were 
crippled. 


On the agricultural side there was a. 


gradual change over from grain to 
cattle, and in time a growth of co- 
operative dairies and butter exports. 
Yet by 1935 her production of wheat 
had doubled. But in this year her 


201 


foreign trade was twice that of 1932, 
and she had not had a budget deficit 
since 1933. 


ABLE ADMINISTRATION AND GOOD 
CROPS 


The basis of this country’s recovery 
has been an able administration, agri- 
cultural reforms, and state assistance, 
a succession of good crops, and the com- 
petitive advantage obtainable in world 
markets by the fact that the krone was 
devalued by 40 per cent in 1982. 
Primarily an agricultural country, with 
Britain as her best customer, she has 
also some important industries and is 
building others behind a system of 
import restrictions, originally designed 
to maintain a favorable balance of 
trade. Textile industries and paper 
mills are busy and the shale oil industry 
is developing rapidly. With the help 
of public works, unemployment can 
now be said to be practically non- 
existent. 4 

Government control has extended 
over a wide area of industries and has 
entailed a network of subsidies, com- 
mercial agreements, exchange control, 
import licenses, and so forth. Estonia 
will continue to rely upon imports of 
some necessary raw materiats. A man- 
aged economyewill clearly be in@vitable 
therede@re, ‘until the time arrives when 
her exports can compete without Gov- 
ernment protection in world markets. 

The extent to which state assistance 
may be required for such a purpose is 
well illustrated by the case of Latvia, a 
predominantly agricultural country, 
which in a very short time more than 
doubled its production of wheat, but- 
ter, and potatoes. Farmers are in 
receipt of large subsidies to enable them 
to accept low world prices for their 
products. The significance of this is 
illustrated by the fact that the export 
of butter in 1934 was more than four 
times as high as in 1924, but the values 
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remained approximately the: same. 
In 1935 butter exports were azain the 
main constituent of increased foreign 
trade. But, stranger still, the butter 
subsicy has recently been mcre than 
doubl= the average export price. Grain 
and bacon subsidies have also exceeded 
the export prices. 

No doubt the necessity for these will 
be somewhat reduced now that Latvia 
has decided to abandon the attempt to 
maintain parity with the former gold 
bloc and has devalued her currency 
into line with sterling. But sirce May 
1934, when an authoritarian ‘xo7ern- 
ment was formed, the whole foreign 
trade has been controlled by a State 
Exchange Commission having very 
wide powers. Import quota restric- 
tions have been universal aad cur- 
rency restrictions widespread. Little 
foreign exchange has been fortkconting 
in return for exports, and licenses to 
import have scarcely sufficed foz es- 
sential necessities and thahom2 irdus- 
tries’ ~equiremenfs in raw materiads. 

In April of this year the state-owned 
Credit Bank, under the contrd o? the 
Miniszer of Finance, assumed control 
of a rumber of joint-stock banks and 
credit institutions which were in dif- 
ficulties, and a number of these were 
taken“Over at an arbitrary val ation. 

Latvia’s position particularly view 
of its extended railway service and in- 
creased mercantile marine, will make it 
an important bridge between West and 
East. At present, however, th3s scrug- 
gling country finds it necessary to sub- 
sidize heavily the consumption cf its 
hard-won products by wealthie: naigh- 
bors. 

Turning to Lithuania, an even more 


a - wise o | 
difficult position becomes apparent. - 


The country, mainly agricultirgl, is 
small and relatively poor. Her chief 
industries are grain, flax, dairy produce, 
forestry, and cattle breeding, anc her 
chief exports flax, foodstuffs, cellulose, 
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pulp, meat, timber, and butter. Last 
year the centralized export of butter 
was seven times its former average. 
There is a surplus of agricultural prod- 
ucts and of timber, but a shortage of 
almost evervthing else. 


STATE CONTROL 


In order to make ends meet it has 
been necessary to impose an almost 
complete control over imports. Ex- 
ports are largely subsidized, and the 
principal commodities are exported 
through a state agency or the Union of 
Codperative Societies. The Govern- 
ment itself places orders for essential 
imports, giving them to countries which 
are prepéred to accept a corresponding 
quantity of Lithuanian exports. This 
system does not, however, apply to 
Great Britain, her chief customer, with 
whom Lithuania has a favorable bal- 
ance of trade. 

The major problem of this largest 
and most scutherly of the four states 
examined is the alarming fall in the 
price levels (especially of agricultural 
products) and the restrictive import 
policies cf various countries, including 
Britain. Since 1928 agricultural pro- 
duction Las been changing from almost 
exclusively grain and flax to live-stock 
breeding and dairy farming. The 
growing industry and export of bacon 
is under the control of a large company 
owned by the Government and coöp- 
erative agricultural societies. But in 
4934, owing to restrictions on imports 
impesed by other countries, they were 
only able to sell half the number of pigs 
which hed been prepared for export, 
and mea* exports as a whole were re- 
duced by more than one third. 

The shrinkage in purchasing power 
was rendered still more serious by the 
dead weight of debts incurred in the 
earlier years of relative prosperity. 
The majority of Lithuanian peasants, 
in spite of large state subsidies, have to 
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forgo purchases of manufactures and 
wear homespun clothes and straw 
shoes—a fact which in itself goes far to 
explain the fall in industrial prices. 
On the other hand (apart from the in- 
fluence of reduced farmers’ incomes), 
textile, chemical, and metal industries 
are expanding. 

Restrictions were imposed on foreign 
exchange transactions in October 1935. 
These were necessary in view of the de- 
flationary effects of remaining on the 
gold standard, the stickiness of pay- 
ments under clearing agreements, po- 
litical insecurity, friction with Poland, 
and the almost entire disappearance of 
trade with Germany. Moreover, Jew- 
ish emigration to Palestine meant a 
large outflow of capital. 


[INCREASED TRADE WITH U.S.S.R. 


But there have been improvements 
recently accompanied by increased 
foreign trade, particularly with the 
U.S.S.R. Britain continues to buy 
nearly half her exports, and a trade 
agreement with Germany signifies an 
exchange of food for machinery. But 
again it is a case of poor peasants un- 
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able to buy sufficient machinery or 
manufactured goods, in spite of ex- 
port premiums or cheap credits. But 
her industries, which suffered badly 
during the war, are now developing 
rapidly. 

It is clear from this brief survey that 
the four countries examined are all 
suffering in greater or less degree from 
the causes of economic disequilibrium 
which have been rampant in the world 
since 1928, and that all have tried by 
varying stages of totalitarianism to 
overcome the handicaps placed upon 
them. 

The more the conditions of integna- 
tional trade today are examined the 
more apparent does it become that the 
whole system is artificial and uneco- 
nomic. Any effective means of restor- 
ing the relative purchasing power of 
agficultural products in terms of the 
output of industry would enable the 
world to take perhaps the greatest 
steps towards reéstablishing prosperity 
and breaking down, that isolation in 
which the present system is immolating 
the potential coöperation of the peoples 
of the world. 


XX. “SELF-SUFFICIENCY” POLICY OF THE IRISH FREE a ATE 


ee 
STATE Arp ror INDUSTRY AN AGRICULTURE 


fo 

It would be difficult to find a more 
perfect example of the current yogue 
of isolation than the Irish Free State. 
A naturally agricultural people, con- 
nected by ties of interest and reci- 
procity with Great Britain, has set it- 
self the task of securing self-sufficiency 
and freedom by building up its own 
industries with the help of general im- 
port duties, subsidies licenses, and 
taxation, all this coinciding with Great 
Britain’s strenuous efforts to produce 
more and more of its own food. In 
consequence, trade across the Irish Sea 


has largely diminished, to the loss of 
both peoples. 

It is questionable to what extent the 
rather futile quarrel over the Land 
Annuities which came to a head in 1932 
is responsible for the breach in com- 
mercial relations which has existed 
since Mr. de Valera’s government came 
into Bower. By imposing penal duties 
on Irfsh imports, Great Britain cer- 
tainly provided the Irish Free State 
with an excellent argument for the 
development of economic nationalism. 
But the subsequent fall in agricultural 
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price levels and the impositio: of 
BritisE tariffs on foodstuffs would in 
any case have seriously affected the 
Irish etonomy, so that from on2 point 
of view it may be argued that Mr. 
de Valera was only anticipating action 
which would in any case have prcved 
advisable. 


GOVERNMENT LOANS 


However this may be, the Free State 
is dev2loping a definite program of 
self-sufficiency, both in industry and in 
agriculture, supported by exzensive 
Government loans. The fact that 
ove tke past ten years there hes keen 
a growth of nearly 10 per cent in the 
urban population, despite a net fal in 
the tozal population of the ccuntry, 
gives color to the belief that zreater 
effective support by way of prozeczion 
and subsidies is given to industry tifin 
to farming. Certainly, product:on has 
increased, and equally certainly the 
increas: has been chiefly moticeabl2 in 
manufectures. 9 

Recently published census->f-pro- 
ductior figures for 1935 show marked 
increas2s in four leading induszries— 
hosiery, linen and cotton, woolen and 
worsted, and the paper-making and 
manufecturing stationery trades. Be- 
tween “hem these were responsiole for 
an incrzase of more than £1,000% in 
values. But it is not equally eertain 
that the amount of employment avail- 
able has kept pace with the movement 
inta the towns, even though the nam- 
ber of workers in the above four zroups 
of industries increased by 13 per cent 
during 1935. 

Unenployment is approximately “ive 
times as high as it was in 1929, ar d four 
times as high as in 1932. 

A second feature of the G®vgrn- 
ment’s plan which must be noticed is a 
desire to substitute home-grown prod- 
ucts foz those formerly imported, es- 
pecially those which give a large amo.int 
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of emplcyment. Examples may be 
found in the subsidies granted to wheat 
(against zhe advice of their own ex- 
perts) and to sugar-beet, the guaran- 
teeing of oat prices in 1933, and the 
requirement that imported feeding- 
stuffs shal be mixed with home-grown 
cereals, thus, incidentally, increasing 
the cost of production of live stock. 
Meanwhile, other subsidies attempted 
to maintein the volume of exports— 
butter, far example, being subsidized 
by a levy on domestic consumers, and 
cattle by cash bounties. Yet agricul- 
tural prices continued to fall, though 
less rapidly after 1933. 

It should also be noted that while 
Irish exports decreased nearly 60 per 
cent during the four years 1929-1933, 
it was during this period that world 
trade fell so enormously, and British 
exports also suffered a serious loss of 
some 50 per cent. Further, the decline 
mentioned was in values. As prices 
were falling, volumes were less seri- 
ously affected. However, in the same 
period im orts into Ireland fell 40 per 
cent, and almost the whole of this fall 
was. due to a decline in imports from 
Great Britain, which in 1929 were four 
fifths, and by 1934 only two thirds, of 
the total of Irish Free State imports. 

Relations with Great Britain con- 
tinue officially to be clouded by the 
land annvaties question, Great Britain 
collecting only a small fraction of the 
unpaid amnuities and both the dis- 
putants losing valuable markets, in 
spite of Irish bounties on exports to 
neutralize the British tariff. But lat- 
terly. there have been signs of some 
partial return to economic sanity. 
Agreemen:s made between the two 
countries during the past year have 
provided successively for reciprocal 
increases in the export of United King- 
dom coal to the Irish Free State and 
Irish cattl2 to this country, reductions 
in Irish tariffs on British goods and 
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vice versa, an increase in the British 
bacon quota in favor of Ireland, and 
the guarantee to the British cement 
industry of one third of the Irish mar- 
ket. Meanwhile Great Britain is com- 
ing to replace the United States as the 
goal of the Irish emigrant, and it ap- 
pears from the 1936 census figures that 
some 214 per cent of the population of 
the Irish Free State emigrated to Great 
Britain during the last ten years and 
constituted a most valuable subsidized 
export. 

The loss of population raises the 
question whether the somewhat gran- 
diose schemes of capital development 
to which the Irish Government is com- 
mitted will not become something of a 
white elephant. But perhaps the solu- 
tion will come through a slowing down 
of the schemes themselves. There is 
inevitably ‘a limit to the extent to 
which loan expenditure can be operated 
in a small country like the Free State, 
and the recent rise in interest rates 
suggests that this limit is being reached. 
The difficulty, of course, has been that 
the expense of maintaining an artificial 
trade by means of bounties and sub- 
sidies has necessitated borrowing for 
current, though abnormal, expenditure, 
so that the one part of the Government’s 
program has been carried through at 
the expense of its more constructive 
ideas. 

For some time the country ap- 
parently has been living beyond its 
income, in the sense of experiencingea 
persistent unfavorable balance of trade 
and a progressive reduction in foreign 
assets. The sterling balances of the 
banks, which are almost the only 
available relevant economic index, 
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showed a decline down to the end of 
1935, though latterly only a slight one. 
Since then the fall appears to have been 
stayed, so that it may be presumed the 
recent reciprocal trade concessions 
with the United Kingdom have had a 
favorable effect upon the Irish econ- 
omy. 


Four YEARS ACHIEVEMENT 


Summing up the achievements of the 
past four years, it may be noted that 
the area under crops has increased, due 
to the high prices paid for wheat and 
sugar-beet. Under Government en- 
couragement the average output of 
wheat in 1931-1935 was nearly treble 
that of the 1925-1929 average and will, 
no doubt, soon be sufficient to meet 
home requirements. Industrial prò- 
duction is higher, at least per capita. 
Pewer output, thanks to the energetic 
policy of the Electricity Supply Beard, 
is steadily rising. The unfavorable 
balance of yade which had been rising 
has now been checkgd. 

But the cost has been very consid- 
erable, both in the rising burden of 
national and municipal debt, in the in- 
creased cost of living, and in the high 
level of taxation due to the inflated 
budget. And, unfortunately, the un- 
healed breach with Great Brifmin left 
the detsh*Free State in a very unfor- 
tunate position at the time of the 
Ottawa Conference, when it was of the 
utmost importance to her well-being 
that she ‘should have been in a strong 
position to negotiate with her only real 
market. Britain might also remember 
that Ireland would constitute the near- 
est and safest source of food supplies in 


times of war. 
e 
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XXI. COMMON-SENSE CLRE FOR WORLD TRADE DEPRESSION 


FAILURE AND Erencrs ar tur “Isouatron’’ Ponicy 


The complexity of the pnob-ems 
which have been studied im ‘these 
columns during recent month. is as 
, bewildering as their importance is 
obvious. As palliatives for the great 
depression, policies of the most diverse 
and contradictory types have been 
introduced, based for the most part 
on motives of self-preservaticn. In 
one respect only have they been zon- 
sistent—in a universal attempt tc in- 
sure that others share the common 
heritage of difficulty and loss. 

The aspect of the depression. which 
is af prime importance for a discussion 
of these problems is the decine in 
world trade, and the figures >f the 
League of Nations show how actte kas 
been this fall. Taking 1929 s 100, 
the index number of exports aad im- 
ports combined for 1934 was 77 for 
volumes, but only 34 for gold ~alies. 

Yet even this is not the most er-ous 
feature. The mere decline in world 
trade would not have been so a-tirely 
ealemitous (however unfortunat=) f it 
had been evenly spread. Wht has 
made the damage so very muck more 
seribus®is that some ceuntries have 
been hit far more than oth®rseushis 
fact will be sufficiently obvious from 
the following figures, showing tke per- 
centage fall from 1929 to 1934 n the 
different categories of raw maferials, 
foodstuffs, and manufactured goods: 


Raw Food- Jeancfac- 
materials stuffs lures 
Volumes..... 12% 15% 364 
Velues....... 60% 58% 30% 


In other words, the average pstte of 
raw materials fell 55 per cent, of faod- 
stufs 50 per cent, and of manufactured 
goods only 22 per cent in the= ive 
years, So far at least as internationelly 
traded goods were concerned. 


TEE DIFFERENTIAL FALL 


The aetual fall in prices was, of 
course, serious for countries largely 
dependent upon the sale of primary 
products, since the costs of the unfor- 
tunate producers could not be reduced 
either so much or so quickly; and inter- 
ests on boans and mortgages, freely 
contracted in the postwar boom period, 
came to ebsorb an overwhelming pro- 
portion of output. But the differential 
fall between the prices of such goods 
and those of industrial plant and equip- 
ment intr duced a disequilibrating fac- 
tor which. has probably been the most 
serious of all. Not only did farmers, 
for examrle, find the ratio of exchange 
between -heir products and those of 
industry so unfavorable that they had 
largely tc curtail their purchases of 
manufactured goods, but countries, in 
their international relations, suffered 
in a similar way. Primary producing 
countries were hard driven to secure a 
bare minimum of imports, and manu- 
facturing countries saw their markets 
dwindling away. 

Other eauses have contributed to 
the same result, though perhaps in 
lesser degree. For example, the greater 
concern which the modern state feels 
for the welfare of its people, expressed 
in its development of various social 
services, 2nfails taxation which be- 
comes increasingly burdensome as the 
national mcome declines. Not only 
does the smount redistributed in this 
way grow to a larger proportion of the 
whole, but the existence of a system of 
unemployment relief props up wage 
rates, and helps to make costs “‘stick- 
ier” than formerly, and price levels 
become unremunerative more quickly 
than unde? freer conditions. 


‘Tre Economics or ISOLATION 


Again, the clash of economics and 
- politics has intensified the difficulties. 
Political problems take on an economic 
character and economic problems are 
created which have serious political 
consequences. In some cases—for ex- 
ample, in Austria and the Danubian 
countries generally—the blame must 
be laid at the door of countries which 
created groups whose racial diversity 
was partially recognized but whose 
economic unity was flagrantly vio- 
lated. In others, as in the quarrel 
between this country and the Irish 
Free State, political considerations 
have been allowed to overrule the 
dictates of common sense. 

To these difficulties was added a 
widespread shortage of capital and 
confidence. With the recall of short 
loans and the absence of long-term 
investment, primary producing and 
debtor countries were unable to main 
an equilibrium in their balance of 
payments, and exchange regulations 


and import restrictions were imposed ' 


in self-defense. 

If there is further recalled the con- 
ditions which everywhere combined to 
render the readjustment of industrial 
organization intensely difficult, plus 
the general difficulties of securing mar- 
kets during a period of falling incomes, 
then the background of isolation will 
have been sufficiently sketched. 

Before any real plans for the solu- 
tion of these world problems can be 
framed, certain questions of principle 
which are usually ignored must fixst be 
considered. First and foremost comes 
the decision whether a country en- 
countering such difficulties as have 
been mentioned is to continue to par- 
ticipate in the international division 
of labor, or whether it is to aim at self- 
sufficiency. Both courses may entail 
sacrifices—the former’ because mainte- 
nance of exports may necessitate spe- 
cial measures to retain foreign markets; 
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and the latter because the loss of 
efficiency in making at home what was 
formerly imported will reduce the 
standard of living. 


CHOICE OF ALTERNATIVES 


Which alternative is adopted should 
theoretically depend upon the probable 
future course of existing difficulties. 
If it is anticipated that the present 
disparities in price levels will gradually 
disappear, it would be preferable to 
retain the international links and hold 
on for better times. But if the former 
world-wide economic relations appear 
to be permanently damaged, there js a 
good deal to be said in favor of be- 
coming more self-sufficient. In prac- 
tice the decision is judged on other 
grounds—political expediency, con- 
servatism, dependence upon foreign 
caffital, and so forth. 

It is not for others to object to any 
one country attempting to become 
self-sufficiené at enormous cost, if it 
values freedom andgindependence so 
highly as to accept a reduced standard 
of life. But unfortunately this cannot 
be achieved without causing disloca- 
tion and heavy losses elsewhere. 

In some countries an attempt has 
been made to follow bôth courses 
simultaneousl#. This country, for ex- 

, > . 
ampħas intensively developed agri- 
culture while outwardly deploring the 
obstacles to international trade and 
investment. 

The second choice concerns the 
mechanism to promote recovery. To 
some countries the alternatives have 


‘been private enterprise or nationaliza- 


tion; to others, democracy or dictator- 
ship. ‘Those nations which have still 
relied” upon private and democratic 
control of industry have found it neces- 
sary to support and encourage the 
entrepreneur, unfortunately often by 
measures which have penalized the 
consumer. 
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There is still a third choice facing any 
state which finds it desirable cr neces- 
saty to take a part in the control cf the 
economic structure. The results of 
fallmg prices are intensified by the 
growing burden of debts, and many 
countries have found great difficulty in 
adjusting the interests and r:ghzs of 
lerdersand borrowers. Under pressure 
of recent events something has been 
done to convert loans to lower rates of 
interest, to relieve mortgagees by 
reducing their liability or by mcratoria, 
to cut down rents, and so forth. 

But the problem is especially acute in 
thesphere of monetary policy. Deval- 
uation affords an easy way cf read- 
justing the positions of the owners and 
the users of capital, but it implies a 
partial dishonoring of contract. For 
this reason it has been often sLunmed, 
and where it has been facilely usec the 
confidence which is essential to the 
continued development of capeta. in- 
vestment has been seriously shaken. 
External deprecytion allows af a 
temporary undercutting of world prices 
and an increase in exports, but it tends 
to depress world prices and alse ta 
lessen the consumption of those who 
have tecourse to it, causing bizher 
prices corresponding to the deprecia- 
tion & their money in*the exchenge 
market. “tu 

Even where devaluation has not been 
in question, the choice between financ- 
ing the state out of income cr from 
borrowing has presented a similar a. ter- 
native, since the latter is bound io Lave 
some inflationary effect. On th= ozher 
hand, if taxation is relied upon, wto is 
to bear the increased burden’? The 
comparative innocuousness, politically 
speaking, of indirect taxatiat has 
widely commended itself to foyern- 
ments in difficulties, with the result that 
most emergency taxation has keen 
regressive, and has pressed hardly upon 
the poorer section of the commumty. 
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Turniag now to a consideration of the 
actual detailed policies which have been 
adopted to meet the crisis, reference 
may first be made to the implications of 
the last-mentioned alternative. Given 
a situation in which it is becoming 
increasingly difficult to retain a hold on 
customary markets, even though ex- 
port prices are falling, what is to be 
done? To deflate at home, so as to 
reduce costs, will set up maladjust- 
ments inside the country. How does 
this metnod of benefiting the export 
industries compare, in the long run, 
with that of allowing, or compelling, 
the currency to depreciate on the 
exchanges? Or is there a middle path, 
along the narrow way of exchange 
control? All three courses can be 
found in the world today—sometimes 
even in the same country. 

Exchange control may take the form 
of monogolizing the supply of foreign 
exchange and doling it out to importers 
in proportion to the supposed national 
iumportanze cf the goods concerned; or 
of quoting different prices for the sale 
and purchase of foreign exchange; or of 
subjecting certain goods or customers 
to still subtler discrimination; or of 
exproprialing the foreign investment of 
individua! nationals. All these meth- 
ods, with their innumerable variations 
and ramifications, enable a government 
to postpone the day when a choice must 
be made between bringing down in- 
ternal prices or realigning the currency. 
But they are obviously a mere pallia- 
tive-eno solution for the problems of 
isolation. 

Tf such manipulation of the exchanges 
is not sufficient, use may be made of the 
weapons of tariffs, quotas, trade trea- 
ties, and so forth, to limit imports and 
encourage exports. If the prices ob- 
tainable for exports are unprofitable, 
bounties may be given either from 
taxation ər by increasing the home 
price of tae same commodity. Levies 
p 
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on home consumers have been used to 
subsidize wealthier consumers in other 
countries if they have been willing to 
accept such good fortune. In the case 
of butter, for example, Latvia’s subsidy 
on exports has been double the export 
price, but the import duty in Germany 
and Italy is approximately as high. 


A BARTER DIFFICULTY 


Sometimes, two countries equally 
anxious to foster exports have been able 
to arrange a barter agreement for the 
exchange of their goods, but the diff- 
culty of adjusting the quantities of each 
to the relative valuation of them is very 
real where there is no mechanism by 
which they can be compared. 

In most cases the greatest difficulty 
has been to secure markets for food- 
stuffs and raw materials, and this has 
led not only to a systematic support 
for agriculture almost throughout the 
world, but to an attempt in different 
countries to change over from primary- 
producing to an industrialized economy. 
This has of course led to the discourage- 
ment of industrial imports, so that 
countries, such as Great Britain, which 
have restricted the import of food in 
order to increase their self-sufficiency, 
have been repaid in their own coin. 

The conception of developing the 
home market, however, has led to 
policies which have been directly op- 
posed to deflation. Those countries 
which have embarked upon it have 
found it necessary to raise prices at 
home so as to encourage enterprise, and 
have accordingly pursued a policy of 
reflation. 

What have been the effects of all 
these economic expedients? In the 
main there can be no doubt that they 
have checked the rise in the standard of 
living which distinguished the hundred 
years before 1914, and which seemed to 
have been resumed even more inten- 
sively towards 1928. The difficulties 
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of adjusting a competitive system to a 
violent divergence of prices have proved 
enormous, and the interests of the 
common man and woman have suf- 
fered. In some areas the impossibility 
of earning a profitable living by the 
only available means—agricultural pro- 
duction—has thrown back the peasants 
almost into the self-sufficiency of 
medieval times; homemade clothes and 
tools have replaced the industrial prod- 
ucts which they had no means to buy. 
In others, the discharge of employees 
by firms no longer able to carry on 
resulted in 80 per cent or more of the 
employable population being without a 
livelihood. 

There is little to show on the credit 
side. It is true that food has fallen in 
price in certain countries, but even this 
has been canceled out elsewhere in 
an &ffort to render home agriculture 
profitable. 

It is true also that governments have 
been able inecertain countries to buy 
surplus meat and dayy products very 
cheap and distribute them to the 
destitute. But, generally speaking, 
the lot of the average man and woman 
in the world today is far harder than it 
would have been had not isolation 
broken down the mechanfsm of ex- 
change. . = 

The¥orld has indeed been engaged 
not only in increasing the output of just 
those goods of which it has already a 
surplus, but it has been doing so by 
producing greater quantities in high 
cost areas, and attempting to restrict 
production in low cost areas. It then 
professes to be puzzled by the fact that, 
however protected and subsidized, pro- 
duction in many cases remains un- 
profitdble. 

The ‘most serious weakness in trade 
today is the idea that it 1s desirable or 
necessary to balance imports and ex- 
ports by means of bilateral trade and 
clearing agreements. This ignores the 
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equally important invisible items in the 
balance of payments, and also prevents 
the purchase of goods at low=st real 
costs as well as the export of Icans and 
import of repayments and -nterest. 
The great world markets are now 
divided by national trade bar-iers, so 
that price differences have grova much 
larger and more serious. 

Finally, industrial activity in the 
world as a whole is now greaterthan in 
1928, but the volume of world srade is 
less. Unemployment is very much 
higher, and moreover much of the 
internal recovery in many couzxtr.es is 
dug mainly to schemes of hurried 
rearmament, and is therefore zpiem- 
eral as well as dangerously trerding 
towards another world war. 


A TEST 


Isolation has presented itsel7e to 
humanity as an inevitable and zaiami- 
tous cataclysm; we have been uxatle to 
see it in perspective, for what t h—a 
test of our ability,to adjust a malleable 
system to a changing envircnment. 
No flaw in his own system zam be 
beyond the wit of man to repair, and 
the problem of today is far smal=r zhan 
that of the industrial rev-lucion, 
though it d@mands an international and 
noż a@®arochial outlooks 

Perhaps with the new mot ey of 
technique and the new sources 0- power 
and of science, the disadvant.ge of 
trade obstacles will not be so señous as 
once they were. But fairness, c ammon 
sense, and the requirements of progress 
call for a freeing of trade and a stora- 
tion of monetary and exchange stability. 


TEHE ANNALS oF THE AMERICAN ACADEMY 


The first requirement is a real desire 
for coöperation and mutual under- 
standing. For some time there will be 
considerable suspicion and prejudices, 
and progress is bound to be slow. Per- 
haps all that can be hoped for, to begin 
with, is a number of currency agree- 
ments between the members of certain 
groups. Should these be headed by a 
few important countries aiming at 
reducing the more serious obstacles to 
international trade and investment, the 
world would be tempted, if not com- 
pelled, to follow suit. In this connec- 
tion, Britain, as the senior partner m 
the grea:est of empires, the country 
most involved in international trade 
and finarce, and the best endowed with 
experience and resources, cannot avoid 
the respcnsibilitv of leadership. 

A resumption of international lend- 
ing is vital in a world of unequal wealth 
and oppcrtunities. But creditor coun- 
tries must facilitate the payment by 
debtor countries in goods which their 
loans and investments help to create. 

In any case progress is impossible 
unless the less economically advanced 
peoples are helped to play their part in 
the build ng up of a fuller world. 

Many countries enter 1937 in com- 
parative prosperity. But unless defi- 
nite steps are taken to consolidate this 
welcome respite a return of the depres- 
sion, more terribly severe than ever, is 
inexorably before us. And if one lesson 
is clear from the events of the last seven 
years it is that isolation has never yet 
cured an economic ill. Codperation 
before it :s too late is the only possible 
path to permanent prosperity. 
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This volume by Professor Bemis is an 
outstanding contribution to the vast litera- 
ture on. American foreign policy. In 
breadth of scholarship and in accuracy of 
statement it stands unchallenged in its 
field, and it satisfies with distinction a long- 
felt want. The number of monographs 
that were consulted in the preparation of 
this history is most impressive. Special 
studies on every aspect of American diplo- 
matic history have been examined with 
care, but the manuscript researches of Pro- 
fessor’ Bemis have been so extensive that at 
times he is able to modify the conclusions 
of these specialists or to indicate view- 
points that have been neglected. 

As one reads through the forty-one chap- 
ters that comprise this volume, it is soon 
evident that the author has done much in- 
dependent thinking and does not merely 
repeat the formulas suggested by well- 
known publicists. Professor Bemis has 
not only abundant courage but also a gift 
for forceful expression that stimulates the 
attention of his readers. In dealing with 
the causes of the Spanish-American War he 
reveals a sympathetic understanding of the 
attitude of President McKinley in 1898. 
If the President had continued to oppose a 
war-mad Congress he would have been de- 
feated and repudiated by indignant Repub- 
licans who wished to conduct a crusade 
against the “perfidious” Spaniards. » The 
American mind had caught the cadence of 
war and it would have taken.a Suparman 
to break that dangerous rhythm. The war 
itself cost the American people one and 
one-half billion dollars, and it led to a race 
for colonial empire in which American in- 
terests were sacrificed for illusory benefits. 
American imperialism signified an impor- 
tant change m the foreign policy of the 
United States, and Professor Bemis calls it 
the “great national aberration.” 

In his chapter on American diplomacy 
during the critical years from 1914 to 1917, 


the author reveals a familiarity with the 
results of the investigations carried on by 
the so-called Nye Committee. He believes 
that “behind the neutrality of the Govern- 
ment there was more than a cultural at- 
tachment to the Allied cause: loans to the 
Allied governments by’ American banks 

. . created an economic tie-up.” The 
rapidly growing munitions trade rescued 
America from a serious economic depres- 
sion, and this fact made President Wilson 
and his advisers very reluctant to force Al- 
lied recognition of American rights by ap- 
plying the pressure of an embargo on yar 
supplies. There is no question “but that 
the Wilson Administration willfully refused 
to raise up this effective weapon; ... a 
weapon so feared by British diplomacy.” 

After a vivid description of the sinking 
of jhe “Lusitania,” Professor Bemis hints 
at the possibility that the British Govern- 
ment “purposely exposed to attack the 
“Lusitania” and other British passenger 
vessels carryirfs American citizens, in order 
to lead the Germans onéo a rash act which 
might bring the United States into the 
war.” The same exposure, “possibly de- 
liberate,” was also true in the case of the 
“Sussex.” Such a course of action would 
be truly Machiavellian, ‘and the author 
comes to the careful conclusion that the 
truth “probably never will be esnown 
whethez the British and French Govern- 
ments deliberately exposed these ships for 
high diplomatic stakes.” 

It is apparent that Professor Bemis is 
not in favor of any premature abandon- 
ment of the American policy of isolation. 
He believes that the League of Nations has 
been a “disappointing failure as a promise 
to keep the peace of the world or to make 
wars less likely.” This failure has not been 
caused by the refusal of the United States 
to beceme a member of the League, but 
may be,directly traced to the fact that the 
great*powers have been “unwilling to apply 
sanctions except where it suited their indi- 
vidual national interests to do so, and be- 
cause democracy . . . has collapsed over 
half the world.” And not only has the 
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Lzague of Nations failed to extirgush all 
sparks of war, but agencies like tae Wor d 
Court and conciliation devices set up under 
tke arbitration treaties have not rshered in 
an era of world peace. Instead w2 find 
many nations preparing programe for arm- 
ament that are far more ambitius than 
those which preceded the outbre.k >f the 
World War. In the face of these disturb- 
ing facts Professor Bemis is cer-air. that 
the “present world, particularly the non- 
American continents, does not present a 
heppy augury.” 
CHARLES C. TANSILL 
Washington, D. C. 


CALLAHAN, JAMES Morton. .!m2rican 
Foreign Policy in Canadian Felctions. 
Pp. 576. New York: Macmilar Co. 
1937. $4.00. 


This volume comprises an account of all 
the negotiations bearing upon Canada in 
which the United States has pariicipated, 
between the American Revolutior ard the 
Reciprocity Agreement of 1935. Frofes- 
sot Callahan not only discusses al the 
majot diplomatic issues, but also includes 
a very complete list of the fninor su jects 
of dispute. Frequent quotations, doth ur- 
official and official, from those chefly cor- 
cerned, throw considerable light apon the 
course of Anglo-American and Canediar- 
American relations. Professor Ceilakan is 
at his best in the chapters on tae Reci- 
procity Treaty of 1854, the Civil War 
perioda postwar opinion in favor o? tle an- 
nexation of Canada, and the digeacy af 
Washington of 1871. In the chpter on 
the Alaska boundary dispute, he Jeseribes 
the diplomatic pressure which wa: exerted 
by the United States in connection with the 
action of the joint tribunal which was pre- 
sumably judicial in character. 

(On a number of specific quest-ons this 
volume is capable of revision. Wether or 
not he agrees with Professor Pratt. the au- 
thor should at least have discu:sed the 
thesis that the War of 1812 was -argely a 
result of the expansionist ambitiors cf the 
South, as well as of the Northvem. A 
consideration of Mr. Alastair Watt's article 
in the Canadian Historical Review, Jun2 
1931, would throw additional ligh-'01 the 
Caroline incident’ and on the Macleod 


? 


THe ANNALS CF THE AMERICAN ACADEMY 


% 


affair. Professor Callahan attributes the 
Canadiau Rebellion of 1837 chiefly to con- 
stitutional causes; perhaps greater empha- 
sis should have been placed upon the under- 
lying ecenomic issues. His treatment of 
the caus2s of the Red River and North- 
west Reoellions is similarly perfunctory. 
Professor Callahan does not make it clear 
that during the negotiation of the Webster- 
Ashburtcn treaty, both Governments, not 
merely the American, concealed the posses- 
sion of maps which, in each case, supported 
the others interpretation of the Maine 
boundary. Nor does he mention the in- 
fluence o? Earl Lyons in averting a breach 
between Great Britain and the United 
States over the Trent affair. 

The broader criticisms of this reviewer 
are more serious. The volume would have 
been much improved by a more extensive 
general discussion and estimate of the ob- 
jectives end methods of American policy. 
This would have imparted a greater mean- 
ing and umity to an array of facts which is, 
at times, confusing. Occasional astute 
comments, such as his analysis of the rea- 
sons for the Alaska purchase, make it ap- 
pear regsettable that Professor Callahan 
did not more often attempt to fathom the 
motives of the American Government. 
He might also have tried more frequently 
to relate American policy to economic and 
political sauses. The long delay in the 
negotiaticn of the first Reciprocity Treaty 
becomes infinitely more intelligible when 
emphasis is placed upon its relation to the 
political aistory of the pre-Civil War pe- 
riod. Professor Callahan’s volume has the 
advantages and the disadvantages of a 
chronological treatment. The narrative is 
straightfcrward, and the author is saved 
from the necessity of repetition. On the 
othes hard,eit is very difficult to obtain a 
clear-cut and coherent idea of American 
policy in regard to any particular issue. 

Donap C. MASTERS 

University of Minnesota 


Lenin, V I., etal. The Soviet Union and 
the Cacse cf Peace. Pp. viii, 191., New 
York: International Publishers, 1936. 
$1.75. 

This tmely little volume presents in 
handy form twenty-five Soviet statements 
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on foreign policy, from Lenin’s Decree on 
Peace, of November 8, 1917, to Molotov’s 
interview with Chastenet, of March 19, 
1936. The period since 1933 is fittingly 
represented by nineteen selections. The 
appendices contain the 1933 Convention 


for the Definition of Aggression, the 1935. 


treaties with France and Czechoslovakia, 
the conversations with Eden, Laval, and 
Beneš, and—to the naked eye not quite 
consistently—the Protocol of Mutual As- 
sistance between the U.S.S.R. and the 
Mongolian People’s Republic. 

The student of foreign affairs will not 
expect to find in this volume any “revela- 
tions,” or even a detailed analysis of Soviet 
foreign policy asa whole. The atmosphere 
of Party congresses and League of Nations 
meetings is seldom conducive to an intense 
scrutiny of policy. Even the significant 
interview between Stalin and Roy Howard, 
and Tukhachevsky’s speech on Soviet de- 
fense have been so widely discussed that 
the student will appreciate chiefly the ad- 
vantage of having these newspaper ephem- 
era conveniently collected in one volume. 
For the broader public, however, it is of real 
value to have easy access to these authori- 
tative presentations of Soviet policy during 
the last four years, to understand how rap- 
idly it has outgrown local and sectarian 
prejudices and come again to occupy a stra- 
tegic position on the European chessboard. 

A final reflection: The speeches delivered 
before official Soviet audiences seem muddy 
in style, trite in phraseology, often obscure 
in thought; interviews with foreign journal- 
ists are far sharper. in logic and natural in 
formulation; while Litvinov’s League 
speeches are dexterous in dialectic and 
even witty in spots. Perhaps it is enly 


human nature for a critical audience to ”°® 


evoke more genuine effort in logic anc ex- 
pression than home-bred, congresses keyed 
to applaud at the right passages. 
Pamir E. Mosery 
Cornell University 


Bunyan, James. Intervention, Civil War, 
and Communism in Russia, April~De- 
cember 1918. Pp. xv, 594. Baltimore: 
Johns Hopkins Press, 1986. $4.50. 


-This substantial volume represents a 
chronological continuation of The Bol- 
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shevik Revolution 1917-18, by H. H. Fisher 
and James Bunyan (Stanford University 
Press, 1934) , and, in a sense, of the Docu- 
ments of Russian History 1914-1917, ed- 
ited by the late Frank A. Golder. Like the 
preceding volumes, it contains a very large 
number of excerpts from official decrees, 
diplomatic jJocuments, public and party 
discussions and resolutions, newspapers, 
private memoranda, and even diaries. It 
is bound onze again to impress the reader 
with the great riches of contemporary pub- 
lic and private materials concerning the 
Russian Revolution and the following 
years, whick the Hoover War Library has 
accumulated, systematized, and made 
available to scholars. In addition to comb- 
ing newsparers and books dealing with the 
period for significant sources, the author 
has drawn cn the Cheriachukin and Vina- 
ver Papers for fresh light on the activities 
of the Don Cossack and Crimean govern- 
ments. A chronological table and a criti- 
cal bebliography supplement the text. 

The autkor naturally devotes a very 
large part cf the volume to the interven- 
tion of the Central Powers in the Ukraine, 
the Caucasts, and the Crimea, and on the 
Don. While the causes*of the clash be- 

. tween the Bolsheviks and the Czechoslovak 
forces are trzated in some detail, the origins 
of the Allied intervention receive very sum- 
mary handling. The discussion of the 
anti-soviet organizations in Central Russia 
leaves a great deal still to be tleared up, 
while the revolt of the Left Socialist-@bevo- 
lutionagjssee? July 1918 is presented with 
great thoroighness. The chapter on the 
Cheka is one of the best. The method of 
illustrative treatment is perhaps at its 
worst in dealing with the numerous gov- 
ernments which rose and fell between the 
Volga and the Pacific during 1918; limita- 
tions of spece inevitably force the editor 
to select a few impressive bits of material, 
to the neglect of a great mass of pertinent 
evidence; al the same time his own com- 
ments, confined to a few lines, are likely to 
fall short of the scholarly standard set in 
other Studies. Not infrequently a docu- 
ment valuable in itself, like the conversa- 
tion between Boldyrev and Kolchak on No- 
vember 19, 1918 (pp. 371-373) , loses in sig- 
nificance beeause the editor’s comments are 
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over-skimpy. Bunyan’s treatment of the 
new communist order in the sphcres of in- 
dustry, trade, finance, and agrizulfure is 
much more successful. The sckolar who 
wishes to go more deeply into many parts 
oi the subject will find in this volcme much 
insight into the complicated cros—cvrrents 
of a critical period, as well as suggestions 
concerning little-used sources. It is also to 
be hoped that students will more and more 
rely on the flesh-and-blood materiais con- 
tained in this volume, rather thar be satis- 
fied with the dry bones of textboo zs cr dog- 
matic outlines. 

Although this study reaches on the 
whole, a high standard of mechenical ar- 
curacy, the proofreading of Russian names 
ard titles was slipshod in places. Scme of 
the slips are: Balaia for Belaia (p. 29), 
mariakh for moriakh (p. 56n), -offee for 
Joffe (p. 127), Bogorsdsk for Engorodsk 
(p. 158), Tsartsyn for Tsaritsyn {p. 214), 
Blagonranov for Blagonravov p. 224), 
Voznesenk for Voznesensk (p. 44) eard 
scuizniki for soiuzniki (p. 578). 

Puiu E. Mosery 

Cornell University. 


SCHACHER, GERHAD. Central Ecrope and 
the Western World. Pp. 2S4. New 
York: Henry Holt & Co., 1937. Ẹ2.75. 


Dr. Gerhard Schacher’s Mit-eleuropa 
urd die Westliche Welt, first pulxisked ky 
Orbis in Prague, has now been mede avail- 
able in Enfglish translation, witk a short 
and @®inted foreword bye Wickham Steed. 
It will certainly be widely affesumigted as 
an informed and reasonable summery of 
the situation in the Danubian regior. as it 
had developed up to the spring of 1935. 
Tae author begins by pointing suf that 
Central Europe has replaced the. Belkans 
as the tinder-box of Europe, and -praceeds 
to analyze the political and econcmt: con- 
ditions underlying its dangerous sate. In 
his survey of the Little Entente 2e brings 
out the interests which unite and liv. de its 
members; perhaps he has glossed o-*r some- 
what hastily the significant diffesenzes m 
the attitude of Czechoslovakia, Bunania, 
and Yugoslavia toward the Sovi:t Union 
(p. 44). At the same time, he recognizes 
that the Little Entente is bound 6 r2mam 
a political rather than an economic unit. 
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Dr. Schacher’s account of Italy’s tie-up 
with Austria and Hungary attributes the 
best possible motives to Mussolini’s policy. 
Perhaps he purposely underestimates 
Italy’s desire to hold Hungary in reserve as 
a most dangerous ally against Yugoslavia 
-—a possibility not to be overlooked, since 
the Laval-Mussolini understanding opened 
the way only temporarily for Franco-Ital- 
ian coöperation in the Danubian area. The 
handling of the Hapsburg problem makes 
abundanzly clear the great repulsion which 
the prospect of restoration must arouse in 
the leaders ož the succession states; whether 
they would accept restoration as a barrier 
to Anschluss is not discussed. The analy- 
sis of the social forces which give Hun- 
garian revisionism its driving force will be 
instructive to most American readers. 

Succinct chapters, backed by reliable 
statistics. throw a strong light on the Dan- 
ubian problems of agrarian surpluses, un- 
economic industrialization, foreign indebt- 
edness, and currency. Herz the author’s 
broad view of the region as a unit is most 
successful. If in the end he sees the way 
out for these smaller states in coöperation 
between the Little Entente and the Rome 
Protocol group, and in an increasing inter- 
est, economic and political, on the part of 
England in the development of this area, 
such modest predictions concerning the im- 
mediate future are more reasonable and 
more plausible than the glib short-cuts pro- 
posed in some interested quarters. If at 
times Dr. Schacher seems to speak from” 
the point of view of Prague, it is only fair 
to point out that under the leadership of 
Beneš and Krofta, Prague has consistently 
taken a broad European view of the diffi- 
cults which beset the Danubian region 
and of the pcssible remedies for them. 

$ $ Parre E. MoseLy 
Cornell University 


Vonpracex, Fenix Joun. The Foreign 
Policy of Czechoslovakia 1918-19365. 
Pp. 451. New York: Columbia Univer- 
sity Press, 1937. 

As a historical survey of the foreign pol- 
icy of Czechoslovakia since the foundation 
of the state in 1918, this is a thorough and 
systematic work, the first lengthy inde- 
pendent study in English. The major 
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emphasis is on European affairs, though 
here and there are noted some aspects of 
American-Czechoslovak relations. 

The book has all the earmarks of a doc- 
toral thesis, and thus also some weaknesses. 
The style is content, for the most part, to 
jog along at a pedestrian gait. No special 
effort is made to go behind numberless 
facts. Although numerous books and ar- 
ticles are cited throughout the book, sev- 
eral studies of specific subjects ought to 
have been mentioned. 

On the other hand, the study has its 
own merits. Dr. Vondracek, now asso- 
ciate professor of history in the University 
of North Dakota, has written a work which 
is clear, informative, and persuasive by rea- 
son of its earnestness and intellectual hon- 
esty. His scholarship is remarkably wide. 
In fact, it is to his credit that he has uti- 
lized widely various sources in Czech and 
Slovak. Thus this young scholar demon- 
strates definitely what specific contribu- 
tions can be made to social sciences by the 
descendants of our immigrants who, con- 
trary to the usual tendency, still retain the 
knowledge of the language of their fore- 


fathers and find it useful in research. Jn- 


short, this book is highly recommended, 
both for the scope of its materials and for 
the manner in which they are presented. 
Josera S. Roucex 
New York University 


NintcuitcH, Momrtemwuo. La crise bos- 
niaque (1908-1909) et les puissances 
européennes. 2 vols. Pp. 418, 412. 
Paris: Alfred Costes, 1987. Frs. 120. 


A former and prospective minister of 
foreign affairs, who is at the same time a 
distinguished historian, is an unusual*com- 
bination. Mr. Nintchitch has conducted 
the foreign policy of Yugostavia during 
crucial periods and is eonsidered the can- 
didate of the opposition and democratic 
parties for the post now held by Mr. Stoy- 
adinovich. Thus he brings to historical 
research a refreshing feeling for the value 
of personalities and for the psychological 
importance of the moment, in the Tain- 
esque sense, in the day-to-day decisions of 
international policy. At the same time, he 
has founded these qualities of mterpreta- 
tion on a detailed and conscientious exam- 
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ination of the documentary and other 
sources, and the result of this happy com- 
bination is the most complete account so 
far available for the Bosnian crisis of 1908. 
On a few important points, such as the 
conclusion of the Serbo-Montenegrin alli- 
ance of October 24, 1908 and the Serbo- 
Turkish negotiations for an alliance in No- 
vember of the same year, Mr. Nintchitch 
presents new and significant material drawn 
from the Serbian archives (II, 84, 92, 93). 
In the secondary literature the author has 
made good use of both European and 
American studies of the period, but has 
overlooked the articles by Bernadotte 
Schmitt in the Slavonic Review and We- 
del’s study of Austro-German relations. 
Evidently, Chorovich’s compilation of Ser- 
bian documents concerning Austro-Serbian 
relations, 1903-1914, appeared too late to 
be utilized in this study. 

Mr. Nintchitch disagrees with most stu- 
dents of the period in believing that Isvol- 
skye had absolutely no realization of 
Aehrenthal’s intention of proclaiming the 
annexation of Bosnia and Hercegovina so 
soon after the Buchlau interview. He also 
rejects the conclusion that the decision of 
Nicholas II and Stolypin of October 3, 
1908 not to press for a solution of the 
Straits question influenced Isvolsky’s ap- 
parent change of front in the first week of 
October. The author discounts perhaps 
too heavily the motives which led Aehren- 
thal to carry out the annex&tion at all. 
He interprets the Austrian threat W war 
in M 09 as a maneuver designed to 
strengthen the pressure of the Entente 
Powers on the Belgrade government, and 
hence he regards Biilow’s ultimatum to 
Russia primarily as a tactical step intended 
to enhance the value of the Austro-Ger- 
man alliance in the eyes of Vienna. While 
Nintchitch is quite right in stressing spon- 
taneous Serbian nationalism as the main- 
stay of Belgrade’s influence in Bosnia, he 
perhaps leans over backwards in ignoring 
the attitude of the Croat and Mohamme- 
dan groups toward the Austrian connec- 
tion, and in deprecating the Serbian as- 
sistance in guiding and supporting propa- 
gandist activity in that area. 

Pamir E. Moseiry 

Cornell University 
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Mrrrany, Davip. The Effect of the War 
In Southeastern Europe. Fp. 260. 
New Haven: Yale Universit. ress, 
1936. $3.00. 


Dr. Mitrany’s volume is one of the Car- 
negie Series on the Economic ard Social 
History of the World War. As tke author 
himself says: “The title . . . is as approx- 
imate as the geographical limits cf tie re- 
gion and the logical limits of the subject 
which it discusses. . . . Yet its purpose is 
to describe not the place but the storm 
that has passed over it.” The werk is 
divided into four parts: (I) The Historical 
Perspective, dealing with the regional back- 
ground, the development of nazioralism 
and the class conflict, and the deelin2 and 
falf of the Habsburg Empire; (II) TFe Ef- 
fect of the War on Government, treating 
of the origin and evolution of war gov- 
ernment; (IIL) The Effect of the War on 
Economic Life and Progress, outl nirzg the 
effect of the war on economic life, in which 
the author shows how waste, dislocation 
through war needs and the peace treaties, 
and obstruction, have set back the region; 
ard {1V) The Epilogue, eontanirg an 
analysis which congrasts prewar with post- 
wer problems in the Danubiar region. 
An appendix, with materials on the Serbian 
exodus during the war, the Greec-Turkish 
exchange of minorities, and the Inter-Allied 
Régime in Thrace, completes the valume. 

Like so many specialists who ssudy the 
problem of Southeastern Europe, Dr. Mi- 
trany explains the essentfal ugity of Cen- 
tral and Southeastern Euroon re- 
marks that the main thread in the h story 
of Danubian and Eastern Europe has been 
“tae rivalry of the Slav and Germanic 
groups.” Both the Habsburgs and the 
Turks sought and failed to unif” the re- 
gion. Neither could meet the demands of 
modern life as expressed in the de~elop- 
ment of nationalism, in particulas. ‘Aus- 
tria~Hungary never succeeded in giving her 
peoples a compelling common Iynntion. 

” When the World War came, the 
old Empire, unable to stand tke strain 
because it had not solved its nataonel and 
social problems, collapsed. It is inzreas- 
ingly clear that the Empire commatted sui- 
cide; it was not destroyed by the Allies. 
~ Most at fault were the Magyar lanclords. 


* - + 


, 


* 


THE ANNALS' OF THE AMERICAN ACADEMY 


“Instead of trusting in the worth of a good 
policy at home [Austria-Hungary] tried to 
hold her peoples by a doubtful policy 
abroad.” 

But Dr. Mitrany is not satisfied with the 
peace settlement at Paris or the policies 
within the Danubian region in the post- 
war years. “Like their forerunners .. . 
the new peacemakers have been but poli- 
ticians.” But “a war settlement will al- 
ways take its image from the passions 
which have caused the conflict.” The au- 
thor does not approve of many of the 
frontier provisions. Likewise, he con- 
demns the excessive economic nationalism 
and political chauvinism, but recognizes 
that this is but a phase oi the present 
world development. Order can come only 
out of codperation—of which there are now 
some signs. But, as Dr. Mitrany says in 
conclusion, “all the stones in the mosaic of 
the Danubian Region, all the elements 
which have made the panorama of its life, 
remain virtually untouched. . . . The fate 
of the old and once great Hahsburg Empire 
is there either as a warning or as a promise, 
as they may choose, for those who with its 
possessions have inherited its problems.” 

The volume is not strictly a research 
work. It is rather a synthesis of all the 
Carnegie volumes on the effects of the war 
in Central and Southeastern Europe. The 
author, perhaps, stresses too much the 
question of Austria-Hungary at the expense 
of other developments. Some readers will 
consider his work too harsh on the Suc- 
cession States. Others will simply approve 
his objectivity. Some maps and a bibhog- 
raphy would have enhanced the value of 
the book. AN students will welcome the 
volume as a scholarly synthesis and able 
analysis of that series of events which 
ea the Dual Monarchy and brought 
into being the néw communities in the 
heart of Central and Southeastern Europe. 

Harry N. Howard 

Indiana University 


PLANAS-SUÁREZ, SIMÓN. La Politica Eu- 
ropea y la Sociedad de las Naciones. 
Pp. 635. Barcelona: Gustavo Gil, 
1935. 20 pesetas. 


This voluminous book, written by a well- 
known international lawyer of Venezuela 
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and dedicated “al gran Americanista” Al- 
varez, is a violent attack against the Ge- 
neva League of Nations, from a Latin 
American point of view. This League, ac- 
cording to the author, is not only incapable 
of achieving anything, but positively a dis- 
aster, “intoxicating the welfare of na- 
tions.” 

The author tries to prove his thesis on 
the following lines: It is not a League of 
Nations, but a concern of the victorious 
Allies of Europe, the executor of the Ver- 
sailles Treaty, aiming only at the preserva- 
tion of a status quo, which in Europe, since 
the times of the Westphalian peace, has 
always pretended to be “the public law 
of Europe.” The new thing les only in 
the attempt to make the whole world, in- 
cluding the neutrals, guarantee this status 
quo, in the new names of “organized 
peace” and “collective security” given to 
the old-fashioned system of military alli- 
ances. This League, the author charges, is 
the creation of a few politicians who, with 
the exception of Wilson, were motivated, 
not by a desire for real peace and interna- 
tional coöperation, but by a passion of re- 
venge and hatred. It was vitiated from 
the beginning by being made an integral 
part of the Versailles Treaty, which is only 
the most recent expression of the ancient 
ve victis. It is therefore not to be won- 
dered at, the author tells us, that this 
League is a grotesque failure. At the pres- 
ent time the League is un caddver y nada 
mds,’ and what survives at Geneva is 
nothing but the embryo of an anti-Ger- 
man coalition for the next war. 

The League is further a purely European 
institution, created exclusively for apur- 
poses of European politics, utterly foreign 
to the Americas. The Latin American 

9 
republics have nothing to do at Geneva 
and play there no rôle’ at all, except for 
voting purposes, on account of their num- 
ber. The two largest states, the United 
States and Brazil, representing 175 mil- 
lions of the 250 million inhabitants of the 
Americas, are not members. 

Now, many of the things said by the au- 
thor are true. But they are said in a 
biased, prejudiced manner, giving, inten- 
tionally, only one side—the darkest-—of 
the picture. And the moral which the au- 
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thor draws is by no means the wish for a 
better League. Quite to the contrary. 
The League or any league is, according 
to the author, at the present time a mere 
utopia. 

The author is strongly against interna- 
tionalism, which to him is high treason 
against the fatherland. He is full of 
praise for war and is strongly impressed 
by fascist ideals, as indicated by his fre- 
quent quotations of Mussolini, his sym- 
pathies for Japan as the “guardian of the 
peace in the Far East,” and his attitude 
against the admission of Soviet Russia into 
the League, which he terms “a shame for 
civilization.” He is absolutely against the 
principle of universality. 

The author is the strongest. advocate of 
an American regionalism in the crassest 
form, of the isolation of the Americas. 
The Latin American republics, the author 
tells us, are young and rich. They need 
no loans from the League, and the Mon- 
roe Doctrine protects them much better 
than does Article X of the Covenant. 
They will never allow themselves to be- 
come involve% in European troubles, in 
the “public Jaw of Eurgpe,” and they will 
never allow the League, anywhere or under 
any pretext, to intervene in American af- 
fairs. The intervention of the League in 
the Chaco war must make every American 
“patriot” blush. The League is the great- 
est danger for the Americas, “a shameless 
attempt” to rob them of their bighest 
goods—of_egualify, of the nonintervention 
princifile, of their independence and sover- 
elgnty. What the Latin American repub- 
lics need is not a “dangerous international- 
ism,” but “effective work of nationalism.” 
In international relations the interests of 
every state necessarily have precedence 
over the interests of the international 
community. “Independencia y sober- 
ania!” These are the pillars for the au- 
thor, coupled with a “panamericanisimo 
wmtegro. built upon the “criterio americano, 
amplio, liberal y democrático” and inspired 
by “los” grandes principios del derecho 
público americano’ 

The author is an international lawyer 
who knows his subject and brings us quo- 
tations from hundreds of sources. But 
his work is by no means scientific, but 
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political anti-League propaganda. Even 
where he is right, everything is »ne-sided 
and overdone. His fear of the League 
as rcbbing the Americas of tk=ir inde- 
pendence is wholly imaginary. Tis isola- 
tionist and “patriotic” philosophy is aighly 
unrecommendable. Pan-Americenism has 
yet to earn all the praise which t-e zuthor 
so freely bestows upon it. That nis politi- 
cal postulates are by no means tae ine of 
action of Latin American statesmen, has 
been shown by the attitude of tke argen- 
tine Foreign Minister at the recent Inter- 
American Conference at Buenas Aires. 
And this praise of democracy .s rather 
strange coming from a man whese coun- 
try has been for the past twenty-eight 
yc&rs in the grip of a dictator -ompared 
with whom the European dictaters of to- 
day are mere beginners. 

The book, in a word, suffers fom being 
written with what the French woud call 
un manque de mesure. 

JosEepH L Kitz 

University of Toledo 


SCELLE, GEORGES. Théorie Jurclique de 
la Révision des Traités. *Pp. 9°. Paris: 
Librairie du R&cueil Sirey, 1936. 


significant to the internation] -awyer 
and of interest to the student o- irterna- 
tional relations is the series of fiv= lectures 
delivered by the eminent Frerch jurist 
Georges Scelle on the question of <reaty re- 
vision in international law. 

SMe concentrates or? the jumdiecal as- 
pect of treaty revision. He clear 
his own general position, which cen_es the 
classical theory of the state ane: its sov- 
ereignty and follows in the newer tradition 
of sociological jurisprudence wh=h recog- 
nizes the rule of law. The prob2m arises 
from a recognition of the tkəsis that 
treaties are binding (Pacta sunt <ercanda) 
and the antithesis that treaties ar. nct eter- 
nal. The old solution of all ccwentions 
are understood things being as hey were 
(Omnis conventio intelligitur -ebus sic 
stantebus) does not satisfy, Kécguse it 
gives no definite criteria of how much 
change is necessary before a treaty falls. 
Scelle reviews the various s-hosls of 
thought, suggesting (1) justice (2) ne- 
cessity, (3) the balance of contractual re- 
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lations, end (4) the theory of the legal 
end. He considers unilateral denuncia- 
tion and the problem of who should de- 
termine whether and when a treaty has 
fallen. He indicates that the traditional 
juristic doctrine is inadequate, and that in 
fact treaty revision depends upon either 
“sood faith” or force. He is pessimistic 
as to the value of the former. 

To prove the inadequacy of the con- 
tractual doctrine of international law, 
Scelle investigates first its inadequacy in 
municipal or internal law, where the theory 
of wmprevision, the counterpart of rebus 
sic stantibus, has proved Inadequate. 
Scelle cizes examples from French, Ger- 
man, and Swiss civil law, and insists that 
the revision of contracts is a legislative 
function rather than a judicial one. The 
same ho-ds for treaties; they should nor- 
mally be revised, therefore, by mutual 
consent or by consent in accordance with 
certain s2t procedural regulations in a leg- 
islative process, in order to avoid the prac- 
tical dilemma of revision or war. 

The Laague of Nations Pact has incor- 
porated the principles of revision, and 
Scelle focuses his attention and his keen 
intellect on the actual evolution and juris- 
tic signifcance of the articles in the Pact 
pertinent to treaty revision. He consid- 
ers in detail which cannot be summarized 
here the meaning of Article XIX of the 
Covenant, and discusses the need of se- 
curing international organization and a 
federalism of states acting by less than 
the unarimity rule to resolve conflicts and 
revise treaties. If this means the destruc- 
tion of constitutional sovereignty and of 
the right of each people to assume the ré- 


„gimè it desires, his attitude is: So be it. 


More important is the avoidance of war 
and the déstruction of human rights and 
social lav within*any part of the interna- 
tional eccmmunity. 
Hymen Ezra Conen 
University of Chicago 


LAaMBER?™, Jacques. La Vengeance Privée 
et Lez Fondements du Droit Interna- 
tional Public. Pp. 133. Paris: Li- 
brairie du Recueil Sirey, 1936. 


“Privete Vengeance and the Foundation 
of Public International Law,” published by 
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the Graduate Institute of International 
Studies at Geneva, Switzerland, presents 
Professor Lambert’s series of five lectures 
in French, delivered at the Institute in 
1936. These deal with Private Vengeance 
(Chapter One); Private Treaties of Peace 
(Chapter Two); Good Offices of Neutrals 
(Chapter Three); Interfamilial Law and 
the Sanctions and Authority of Precedent 
(Chapter Four); and finally, Retaliation 
and Public Punishment, or the Absorption 
of Interfamilial Penal Law by the Law of 
the City (Chapter Five) . 

The problems facing the city of antiq- 
uity and the modern international com- 
munity, according to the author, are 
identical. The evolution of modern inter- 
national law parallels the evolution of the 
law of the city which had to struggle 
against private vengeance embodied in 
familial and clan practice. The modern 
struggle is against wars between states. 

From the Semitic and the Germanic civ- 
ilizations, as well as from the Corsicans, 
the Berber tribes of North Africa, and 
the Caucasians, come interesting illustra- 
tive materials portraying the evolution 
of law and the elimination of private 
violence. 

The process of integration of familial and 
clan groups made the régime of private 
vengeance intolerable when regular, coöp- 
erative contact became necessary in an en- 
larged society whose members felt inter- 
dependent. Compromises and treaties 
with clauses of reparation, of disarmament, 
of friendship, and of marriage were elabo- 
rated to secure peace. Neutrals inter- 
vened to assist in the making of peace 
treaties or to secure agreement as to media- 
tion or arbitration. Hostages wefe ex- 
changed or else neutrals guaranteed the 
execution of agreements. In ‘time tHe me- 
diator and then the œty collectively was 
looked to for justice. Precedents were es- 
tablished whereby retaliation yielded to 
public punishment and familial law yielded 
to city law. The individual alone—rather 
than he and all his blood relations—came 
to carry responsibility for his own delin- 
quency. In the process, neutrality, too, 
vanished, for all had to assume responsi- 
bility for maintaining the general peace. 

The author sees this same pattern of 
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evolution as possible in our civilization to 
secure the elimination of war and the es- 
tablishment of an international commu- 
nity. Whether our contemporary civiliza- 
tion, especially in Europe, will achieve the 
final stages, he does not say. The answer 
depends, he thinks, on whether one is an 
optimist or a pessimist. _ 
Hymen Ezra Conen 
University of Chicago 


Lasu, Josepr P., and James A. WECHSLER. 


War Our Heritage. Pp. 159. New 
York: International Publishers Co., 
1936. $1.00. 


College students are at last beginning 
to realize what war is, as this book testi- 
fies. It is no particular discovery on their 
part, of course. The revelations about the 
last war, the constant debunking of the 
glories of war that has gone on for nearly 
twenty years, are beginning to bear fruit. 
The munition makers, the super-patriots, 
an@ the war-mongering press have been 
pretty well exposed. Not only college stu- 
dents, therefore, but great masses in the 
population have been let in behind the 
scenes, and the spectacle they see is pretty 
sickening. . 

The authors of this little book, which 
by the way has an introduction by Bruce 
Bliven, are leaders in the American Stu- 
dent Union. They set forth the fears, the 
faith, and the firm resolves of thousands of 
college students of this generåtion. Real- 
izing what war essentially is, no w@Mls are 
spares “ts characterization. 

The authors lament the almost total lack 
of coöperation on the part of college and 
university administrations in education for 
peace. Their observations on this point 
are certainly correct, though there are a 
few college campuses on which the au- 
thorities have done as much as any group 
of students could ask. 

What can be done about war? Measrs. 
Lash and Wechsler present a comprehen- 
sive pfogram designed to keep the United 
States eut of any future war. It is based 
on the immediate repudiation of the In- 
dustrial Mobilization Plan, drastic reduc- 
tion in armaments, nationalization of the 
munitions industry, renouncing war as an 
international policy and agreement to ar- 
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bitration, disavowal of the “commard ot 
the sea” idea, the formation of a sérong 
Farm-Labor Party, neutrality legisletion, 
and so forth. 
Ray H. Asraws 
University of Pennsylvania 


Goocu, G. P., and Harop TEMPERLEY 
'Eds.). British Documents on the Ori- 
gins of the War, 1898-1914. Vo. X, 
Part I, “The Near and Middle East on 
the Eve of War. Pp. lxx, 1008. New 
York: British Library of Info-mation, 
1936. $4.66. 


Diplomacy is sometimes called a nation’s 
first line of defense. This observation must 
be subjected to critical appraisal wher one 
reas carefully the mounting vo ume of 
documentary material on the causes of the 
First World War. It might almos: be 
said that diplomacy is the advance guard 
of zhe armies, and that war is mecely the 
projection into a military sphere of na- 
tional policies previously determine]. Ger- 
tainly Europe in 1913 was in a state of 
latent war, in which “preparedn<ss’—or 
“rearmament” as it would be called now— 
was the most alarming symptom. dt is 
with the state of &ffairs in the Cttcman 
Persia and in Persia, where the mtecests 
of zhe great powers were in more or less 
constant conflict, that the volum2 under 
review deals. 

One of the topics here dealt wita is the 
miltary mission of the German general 
Limarfon Sanders to Turkey. It: was, of 
course, a relatively insignificaT#®™tem in 
the frantic militarization of Europe. 
Taken in conjunction with the Jerman 
army bills of 1913 and with the Framco- 
Russian measures of preparation, it was 
merely a Turco-German attempt <o frain 
second-line reserves—what militar~ eritics 
later called a “sideshow.” But the v gor- 
ous resistance of Russia almost mede it a 
casus belli. And after a good eal of 
bluting, some sword-ratiling, anc much 
oleaginous language, nothing of impottance 
was accomplished—except that everzone 
was a little more exacerbated and a sood 
deal more alarmed about the prospect of 
war. The documents here reprodtced, 
alorg with those already published trom 
the Russian and German and French ar- 
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chives, form an impressive picture of how 
relatively unimportant incidents may lead 
a continent to the verge of war. They 
also show how close one can come to 
trouble without precipitating it. 

Students of the Near East will find this 
volume a storehouse of important informa- 
tion. There is an illuminating section on 
Persia showing, inter alia, how the Amer- 
ican financial adviser to the Persian Gov- 
ernment, Er. Morgan Shuster, was given 
his walking papers upon the brutal insist- 
ence of tha Russian foreign office. There 
is another section on the perennial prob- 
lem euphemisiically called Armenian Re- 
forms. Taere is an extended account of 
the Potsdem Meeting between. the Kaiser 
and the Czar. There is the Turkish pro- 
posal of 1918 for an Anglo-Turkish alliance, 
and the ingenious and altogether polite 
manner in which the invitation was de- 
clined by fir Edward Grey. The outstand- 
ing problems throughout are the mailed 
fist of Czarist Russia and the difficulties 
which Downing Street had in maintaining 
peace. Althongh German pressure in the 
Near East was relentless, it is not shown 
in these d.spatches to be bellicose. It is 
clear, moreover, that no nation wanted 
war—prov.ded it could have its way with- 
out fighting. 

Reading this volume leads to certain 
painful reflections. The publication of the 
several official diplomatic histories was in- 
tended as a genuine contribution to peace; 
it was hoped that by studying the causes 
of the last war we should learn how to 
avoid the next. It is now only too ap- 
parent thal the martial virus is not to be 
isolated in this manner. But at least the 
diplorfiatisis of the years before 1914 were 
gentlemen; they did not resort to billings- 
gate, and théy would have been shocked 
beyond expression at the thought that the 
language cf the fish-wife would ever be- 
come acceoted utterances of responsible 
statesmen. It has remained for a later 
generation to learn this. It will all be a 
matter of zomplete indifference, however, 
to the soldiers in the trenches of the next 
war. 

Epwarp Mrap EARLE 

The Institute for Advanced Study, 

Princeton, N. J. 


l. 


Book DEPARTMENT 221 


TemrerLer, HaroLo. England and the 
Near East: The Crimea. Pp. xxvii, 
548. New York: Longmans, Green 
and Co., 1936. $10.00. 


This is the first volume of a series on the 
history of the Near East in its relation to 
Western Europe, which is to carry the 
story through the Congress of Berlin. Al- 
though chiefly concerned with the inter- 
national aspects of the subject, the author 
devotes considerable attention to the do- 
mestic conditions of the Balkan peoples. 
A work of unusual merit, it is based on di- 
rect and intimate knowledge of materials 
in the archives of the different foreign of- 
fices, and upon a singularly enlightened 
understanding of the complex problems of 
the Near East. The treatment is refresh- 
ingly independent, often departing radi- 
cally from the conventional points of view. 
Stratford de Redcliffe, instead of having 
been the evil genius whose hostility to 
Czar Nicholas was a major cause of the 
war, appears as a diplomat of understand- 
ing and integrity, friendly toward Russia 
and Turkish reform, and earnest in his ef- 
fort for peace. Even Sultan Mahammed 
II is pictured as a well-intentioned ruler, 
despite his stubborn resistance to the de- 
mands of his rebellious pashas for conces- 
sions. In a volume replete with new in- 
terpretations there is at times room for 
difference of opmion, especially where the 
motives of diplomats and statesmen are in 
question. Nor does it appear clearly that 
“what the Balkan peasants think about” 
Oriental intrigues and negotiations of 
Western diplomats proved of very great 
importance. 

The first twelve chapters tell the story 
from Navarino to 1852; the last fwo— 
“How Peace Ended” (c. xiti) and “How 
War Began” (ce. xiv)—lead into the 
Crimean War. How pfewar diplomacy led 
Europe into a useless and altogether un- 
necessary conflict affords a striking insight 
into the .bungling, well-nigh criminal, di- 
rection of foreign affairs on the part of 
European diplomats. With the Czar’s 
well-intentioned proposal to negotiate on 
the basis of the “Buol Note” the door was 
opened to peace, and an opportunity of- 
fered such as rarely comes to any states- 
men. It was hopelessly missed, and the 


Crimean War, at a cost of half a million 
lives, untold suffering, and enormous 
money outlay, followed. Against this, 
Clarendon’s curious infatuation for war, 
Palmerston’s eagerness to “show that we 
do not stand in awe of Russian ire,” the 
chauvinism of public opinion in London, 
and the desire of Napoleon III to but- 
tress the insecure supports of his personal 
rule, are trivial indeed. Yet it was just 
such influences that carried the day 
against Aberdeen’s mild and totally made- 
quate inclination toward peace. Ignoring 
Stratford de Redeliffe’s advice from Con- 
stantinople, “the British Cabinet after not 
having met for six weeks” rejected the 
overtures, and ordered him to draft new 
proposals and bring the British fleet to Con- 
stantinople to coéperate with the French. 
This was clearly in violation of the treaty 
of 1841, and it should have been evident 
that no matter how much the note stressed 
Great Britain’s “conciliatory and pacific as- 
surnces,” the fact that they “arrived in 
company with a diplomatic rebuff, a vio- 
lated treaty and a naval demonstration” 
(p. 357), mage the rejection of its pro- 
posals inevitable. It would be difficult to 
find more striking evidence of the dangers 
of an unintelligent and at the same time 
irresponsible conduct of foreign affairs, 
even though “the gradual process of self- 
deception whereby a peace-loving man 
[Aberdeen] agrees to steps which rendered 
war certain” (p. 358) is not without its 
parallels. ° = 

One flarter of the volume is devoted 
to a fine critical survey of the literature 
and to manuscript sources and notes, in 
themselves a contribution of rare value 
and merit. There are seven appendices 
dealing with aspects of the subject of a 
more general and debatable nature, three 
sketch maps, and a good index. 

Wurm E. LINGELBACH 
University of Pennsylvania 


Ennis? Tuomas E. French Policy and 
Developments in Indo-China. Pp. ix, 
930. Chicago: University of Chicago 
Press, 1936. $3.00. 

This excellent study by an American 
historian personally familiar with Oriental 
civilization, attempts to interpret France’s 
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problems in Indo-China since tne con- 
quest. He views these problems as the re- 
sult of an attempt to synthesize two ut- 
terly different types of civilizaton—the 
secular, republican, individual, and indus- 
trial system of France, and the eligious, 
aristocratic, collectivist, and agrcultural 
system of Indo-China. The author de- 
scribes the change from a military to a 
civil government, the disastrous ettempts 
at assimilation, and the gradual edo>tion 
of a policy of association. This means a 
mere intelligent application of we-tem ef- 
ficiency, because it invites the codderation 
of native talents. 

Economic development of the country 
has been slow. Unskilled and skilEd labo- 
are? scarce. The élite hesitate #0 2nte- 
manual occupations. Neither Freack col- 
onization nor French capital is floving inte 
the colony, yet the French Governmen- 
seems chary of admitting foreign capital. 
Ever since the conquest, the cobny has 
been held firmly in the economic orbit of 
France. French mercantilist phlosophy 
has permitted free trade betweer France 
and Indo-China, but insisted upor the ap- 
plization of the French tarifi to the cclony. 
The present tariff*has seriously inpaired 
Indo-China’s economic solidarity wita the 
Far East, but is in harmony with the pre- 
vailing notion of economic self-suctici2=ncy. 

“The high point of French labo s in In- 
do-China” is medicine, in spite of the lack 
of native personnel, attributed by th= au- 
thor Æ the nonscientific inclinatiors cf the 
povulation. Education, hoW®8¥=re has 
brought about the greatest change. The 
first curriculum, designed for the ite, was 
“a bewildering conglomeration of western 
facts and eastern morals.” Now educa- 
tional policy is being directed to ztving a 
minimum of knowledge to the mases, with 
later training for the élite in Freack and 
in the oriental humanities. Whese ftted, 
they are urged to enter professicnal and 
technical schools. If association becomes 
the dominant policy in education. th2 au- 
thor thinks France has a chance ° elimi- 
naze the antiforeign propaganda vhich “is 
organized usually by disgruntled students 
turned out of the white man’s sc.oo:s.’ 

The World War and the Russian Revolu- 
tion have added to France’s problem, which 
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has beconæ ideological as well as economic, 


social, and administrative. Communism 
has called a truce since the Franco-Russian 
alliance, but Soviet Russian intrigue will 
reappear sooner or later. Space does not 
permit mention of the many other phases 
of life trzated by the author. He dis- 
cusses them all with commendable impar- 
tiality anid understanding, reénforced by 
liberal quotations from both native and 
French opinion. The reader will be im- 
pressed with the logic of the author’s state- 
ment thaf “tne acceptance of association 
spells eventually independence.” Therein 
lies the irony of the whole situation for 
benevolen: imperialism. 
EOBERT STANLEY THOMSON 
Russell Sage College 


RAPHAEL, Lors A. C. The Cape-to-Cairo 
Dream. Pp. 514. New York: Colum- 
bia University Press, 1936. $4.50. 


This is the romance of a railroad that 
has never been built, and one that presum- 
ably never will be built. The political 
difficulties which thwarted its construction 
have beer: largely removed; but the air- 
plane and the automobile, intervening, 
make its construction less essential from a 
political standpoint and more dubious from 
an economic one. In this book the politi- 
cal and irternational problems in connec- 
tion with this project are taken up one by 
one, and re are shown how they were over- 
come durmg the last two decades of the 
nineteenth century. 

Mrs. Raphael’s picture is drawn on a 
large scale and is well proportioned. The 
technologscal and scientific problems in- 
volved in railroad construction are not de- 
scribed; kut to do this has not been the 
author’s aim. The drive for Bechuana- 
land;*the fofinding of Rhodes’ South Afri- 
can Company; th stretching out of the 
British Empire into the Nyasaland region; 


-the diffieclties made by Lake Tanganyika, 


with Gerrans to the east and Belgians to 
the west; what to do about Uganda to the 
north, Irternational Flats in Ethiopia, 
Kitchener, Marchand, Fashoda, the Sudan, 
and the Upper Nile—about those high- 
lights of diplomatic history her story has 
been centered. 

Here lizs sufficient material for half a 
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dozen doctoral dissertations. England, 
Portugal, Germany, France, Belgium, and 
Italy, all are involved. Mrs. Raphael has 
tried to center her history on the railroad 
itself, but inevitably she has been com- 
pelled to deal with international politics 
as far as Africa is concerned. She could 
not do otherwise and write such an inter- 
esting and informing book. 

The Cape-to-Cairo Dream is a book 
primarily for the general reader rather 
than for the specialist. This 1s not to 
minimize the immense amount of careful 
reading and investigation undertaken. 
The book has an excellent working bibliog- 
raphy and full notes, showing that the au- 
thor has made good use of German, French, 
and British documentary material. Nev- 
ertheless, the task of compressing such an 
enormous amount of matter into readable 
form results in a book which in respect to 
any separate item, such as Uganda or the 
Jameson Raid, tends toward a general 
rather than a detailed analysis. Thus, for 
instance, in regard to the Jameson Raid 
we read, “The evidence indicated that al- 
though Rhodes could not be implicated in 
the final steps, his hands were not clean. 

.’ Most assuredly they were not, and 
we read on expecting details which are not 
given. So also in regard to Uganda and 
Sir Gerald Portal’s mission to that country. 
We are told that he “reported in favor of 
a British Protectorate.” This information 
suffices for the general reader. The spe- 
cialist, however, would like to know more 
about that report. 

Antedating the publication of Mrs. Ra- 
phael’s book by eleven months came that 
of Professor William L. Langer’s Diplo- 
macy of Imperialism (2 volumes).¢ Mrs. 
Raphael and Professor Langer, doubtless 
in ignorance of each other’s® labors? were 
covering at the same bime very much the 
same material. Since the Langer book is 
not found in the Raphael bibliography, it 
may be assumed that the latter had already 
gone to press before the former appeared. 
The Diplomacy of Imperialism begins 
with 1890, and of course a certain propor- 
tion of Mrs. Raphael’s history antedates 
that year. Nevertheless, some four fifths 
of The Cape-to-Cairo Dream involves in- 
ternational disputes treated at length by 
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Langer, and it is interesting to compare 
the two authors when covering similar ter- 
ritory. 

Professor Langer writes in minute detail. 
His source material is astonishing in both 
quantity and quality. He has dug up most 
unusual information and quotes from most 
obscure journals. He has a great deal more 
freedom as to space. True, a considerable 
part of his history is devoted to Asiatic 
questions, but his pages on Africa are many 
and closely packed. Mrs. Raphael has, as 
far as I have been able to discover, in- 
cluded nothing pertinent to the subject 
since 1890 not found in Langer. On the 
other hand, Langer has a great deal perti- 
nent to the subject not found in Raphael. 
To read his account takes twice as leng, 
and he is a gold mime for the scholar. From 
the point of view of pure scholarship, Mrs. 
Raphael ran up against ill luck to have the 
appearance of her book synchronize so 
closely with that of Langer. She has, how- 
ever, this in her favor; her book is much 
shorter, and through it runs one common 
thread of interest—that of the railroad. 
To write as she has done deserves com- 
mendation. 

Warren P. Haru 


Princeton University 


Fisuer, H. A. L. A History of Europe. 
Vol. TU, “The Liberal Experiment.” 
Pp. xii, 1268, xviii. Boston: Houghton 
Mifflin Co., 1936. $4.00. e 
Mr. Fisher’s eversatility as a hi€orical 

invegice#@® has long been a matter of rec- 

ord. His History of Europe has demon- 
strated that he is also capable of inspired 
synthesis. Of the History, the volume now 
under consideration is the third and last. 

It covers the period from the outbreak of 

the French Revolution to the year 1935. 

As the chapter titles imply, the central 

theme of the work is the political narrative, 

which imparts to it a flowing continuity. 

Yet this is by no means mere political his- 

tory. ° Social, economic, technical, scien- 

tific, ared intellectual developments are con- 
sidered, not as things apart, but as integral 
parts of the story which is being unfolded. 

And a sublimated story it is. With the 

salient facts are mingled judicious general- 

izations and shrewd comments, the ripe 
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fruits of mature scholarship, and the whole 
is charmingly and brilliantly witten. 
That the volume has a point of view 3s sug- 
gested by its subtitle, The Libera’ Experi- 
ment. It is with evident approbacion thet 
Mr. Fisher traces the developmer: of par- 
liamentary institutions, of the principle of 
self-determination (if one may erzploy re- 
troactively a phrase which, Mx Fisher 
points out, was borrowed from the B>lshe- 
viks), and of the ideal of a seculaz scviety. 

The ideal of a civil society aso com- 
mends itself to Mr. Fisher. He pain-s out 
frcm time to time examples of tae bane- 
ful influence of military authorit-es upon 
civil affairs and of the salutary nflience 
of civil government upon military a“fairs. 
He equotes with appreciation the remark 
of Briand, “War is too serious a thing to b2 
lef= to the soldiers.” While aliv= to the 
social ills attendant upon a starz laissez 
faire policy, he considers economic na- 
tionalism predestined to failure, an1 clearly 
favors in economic matters a relatively ein- 
trammeled individual initiative. This is 
characteristic of him. For while ke recog- 
nizes the value of discipline, it is liberty 
thet Mr. Fisher cherishes above al ese in 
modern civilizatiof. “The idea of the 
French Revolutionary writers that human 
virtue depends upon the legisla-or was 
not,” he tells us, “shared by Goeth-.” Nor 
is tt shared by Mr. Fisher. 

The author’s account of the bac=<ground 
of the World War is temperate. Te gen- 
erous@ recognizes the admirable qualities 
in German civilization, and w hig ap- 
praisal of the Kaiser is in places caustic, 
it is by no means unsympathetic. Yez one 
hardly feels that he is impartial hers. Lit- 
tle or nothing is said of Francotussian 
machinations on the eve of the war, and 
his condonement of the policy œ Great 
Britain in 1803 seems hardly caasistent 
with his strictures on that of Germary in 
1905 and 1914. While stating thet every 
European foreign office cherished dreams 
which might be realized in war, aat enu- 
merating those of the principal Con-inental 
protagonists, he is silent as to the: aspira- 
tiors of Great Britain. His appraisal of 
the peace settlement seems on th? whole 
rather charitable to its framers. 

Certain postwar trends are naturally un- 
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welcome to Mr. Fisher. Dictatorships 
(among which he does not number Poland) 
are of coarse a negation of his liberal phi- 
losophy, be they fascist or communist. 
While recognizing certain merits in the So- 
viet régime, he declares that “all previous 
experimests in tyranny recorded in human 
annals pele beside this colossal achieve- 
ment,” He records the illusion of the 
“war to end war,” shrewdly remarking that 
“the League of Nations can be no better 
than the member states of which it is com- 
posed,” aid that “a general agreement as 
to politicel objectives is the only sure basis 
for a policy of disarmament.” To him the 
two inevitable questions presenting them- 
selves to the observer of contemporary 
Europe are, “Will the peace be preserved? 
Can liberty survive?” 
Lronmas Dopson 
Universty of Pennsylvania 


Ecxuarpt, Carin Conrad. The Papacy 
and Werld Affairs. Pp. xiv, 310. Chi- 
cago: University of Chicago Press, 1987. 
$4.00. 

The correct title of this book is “The 
Peace of Westphalia and the Secularization 
of Politics.” The first fifty pages form a 
prologue, and the last sixty pages an epi- 
logue. 

"The body of the book makes clear that 
the seculazization of polities took place at 
the Congress of Westphalia. From the be- 
ginning of the peace negotiations to their 
end, the papacy through the nuncio Chigi 
vainly attempted to safeguard the inter- 
ests of the Church. These interests were 
centered in tke ecclesiastical Jands in the 
Empire demanded by princes as the fruits 
of victory To prevent any interference 
by the Church, the Protestant princes un- 
der tħe leadérship of Sweden resolved on 
September 4, 1645, ¢hat “no reservation or 
protest shall be valid at the present time 
or in the future, neither shall it be heard.” 
As Professor Eckhardt states (p. 60): 
“Around the negotiations concerning this 
clause against protests centers the seculari- 
zation of politics at the Congress of West- 
phalia.” It was not until January 28, 
1647, that the Emperor, harassed by mili- 
tary reverses and Sweden’s demand for 
Silesia, agr2ed to the insertion of the clause 
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in the peace projects. By taking this step, 
the Emperor sacrificed church lands for 
the sake of retaining his own hereditary 
territory. In July, as was to be expected, 
France agreed to the clause, for France 
claimed and received the bishoprics of 
Metz, Toul, and Verdun. Since Maxi- 
milian of Bavaria and even the ecclesiasti- 
cal princes were more secular than reli- 
gious in their interests, they too agreed to 
exclude any protests by the papacy. The 
three protests of the nuncio Chigi, and the 
papal breve Zelo Domus Dei issued on 
August 20, 1650, were therefore ignored 
not only by the Protestant but also by the 
Catholic signatories of the treaties. 

Professor Eckhardt closes his discussion 
of the Peace’of Westphalia with two inter- 
esting chapters on contemporary contro- 
versial literature. The chief figure among 
the Catholic extremists was the Jesuit 
Heinrich Wangnereck, whose “poisonous” 
pamphlets were feared and hated both by 
the Protestant party and by the moderate 
Catholics under the leadership of the im- 
perial ambassador Trautmannsdorf and 
Maximilian of Bavaria. The answers to 
Wangnereck’s attacks on the peace came 
therefore not only from the pens of the 
Protestants Dorsche and Conring, but also 
from the Benedictine Caramuel and the 
Jesuit Vervaux, Maximilian’s confessor. 

It is unfortunate that this book is diff- 
cult to read. The style is labored and the 
documentation is clumsy. No good pur- 
spose is achieved by the piling up of refer- 
ences to secondary works to substantiate 
statements which are sometimes obvious. 

E. A. BELLER 

Princeton University 


d 
Hetsere, Joun Grusert. Comparative 
Major European Governments.e Pp. 
xvii, 587. New York: Farrar & Rine- 
hart, Ine., 1987. $8.00. 


In designing this book primarily as an 
introductory treatise for students and gen- 
eral readers, the author has broken with 
the customary textbook treatment of the 
subject by attempting to present “a bal- 
anced and systematic account of the major 
European governments.” By “balanced” 
he means equal attention to the govern- 
ments of England, France, Germany, Italy, 
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and Russia, and by “systematic” he means 
“a particular system of treatment which 
involves dropping the conventional coun- 
try-by-country arrangement in favor of a 
functional approach.” In the second 
place, the author has emphasized govern- 
mental processes and functions rather than 
structure. 

The book reviews, first of all, the de- 
velopment of each country’s political in- 
stitutions in a setting of general historical 
relationships. This is followed by a survey 
of each country’s present-day system. 
After a description and appraisal of the 
rôles of the political institutions and po- 
litical party systems in each of the five 
countries, there follows an analysis of the 
processes of government in each country in 
turn—elections, legislation, administration, 
and adjudication. 

While the book may not add vitally to 
the vast ccllection of the material hereto- 
fore available on the countries concerned, 
yeteit is of genuine interest. If it lacks 
literary distinction, it has the essential 
atmosphere of honesty and reality. Allin 
all, the work is likely to take its place as 
perhaps the Vest current textbook of the 
subject for introductor® courses in politi- 
cal science. 

Josern S. Roucrex 

New York University 


Woopuean, H. G. W. The China Year 
Book, 1236. Pp. xxiv, 5102 Shanghai: 
North-China Daily News and Herald, 
Ltd, 128. . 

This is the eighteenth issue of the China 
Year Book, which was founded in 1912 and 
is still edited by Mr. H. G. W. Woodhead, 
C. B. E. For the use of students of the 
Far East m general and of the unfolding 
drama of a changing China in particular, 
this annual volume continues to be well- 
nigh indispensable. 

The main subjects pertaining to Chinese 
national life are treated as usual. The vol- 
ume is*somewhat smaller in size partly be- 
cause o$ typographical rearrangement and 
partly because of the reduction in space 
devoted to certain subjects. The size of 
the type is somewhat larger, wherefore the 
Year Book is more readable than heretofore. 

Included in the new chapters or sections 
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appearing in the current issue are those 
relating to the smuggling problem. to radio 
in China, and to public health. Some of 
the standard chapters on such bopis as 
geography and production, which were 
formerly included, have been eliminated. 

As usual, the volume is well incexed. 
The “Who’s Who” section concintes a 
valuable part of this annual; and tre publi- 
cation of official documents appearing dur- 
ing the period covered by the Year Beok is 
likewise valuable. The arrangement of the 
chapters seems to follow no particvlar plan, 
bul this is scarcely a vital factor in evalu- 
ating a year book. 

Rotanp L. KAR 
University of Pennsylvania 


+ 
Coox, Tuomas I. History of Powtical 

Philosophy from Plato to Burke. Pp. 

xvii, 725. New York: Prentice-Hall, 

inc., 1936. $5.00. 

?rofessor Cook has written a first-class 
textbook. Dedicated to Harold Laski,¢he 
book shows throughout the impress cf the 
sckolarship of the fine school of Instcrians 
of political ideas of which Barsxer and 
Figgis are also leading expoftents. A firm 
believer in the “nd®mative” natur- of phi- 
losophy and the social sciences, henze in 
the importance of values and ems, Pro- 
fessor Cook stresses throughout :he pur- 
poses and ideals to which much ot th> po- 
litical speculation he deals with Las been 
devoted. This does not, however, prevent 
him f@m offering a sketch of the Listerical 
background of each thinker 9 sghool. 
This is very valuable in view of tke imade- 
quate historical training of many students 
of political thought. A much mcre vivid 
comprehension of the real meaning of the 
abstract ideas of politics ought te be the 
result of such a presentation. Mr. ook 
has given special attention to certzin lead- 
ing thinkers, devoting a whole charter each 
to Plato, Aristotle, Machiavelli, Uther, 
Calvin, Bodin, Hobbes, Locke, Montes- 
quieu, Voltaire, and Burke. This istribu- 
tion’ of emphasis, which is largely in Eeep- 
ing with tradition, is undoubtecly” best 
suized to the needs of the beginner whom 


Professor Cook has primarily ia mind.. 


Unfortunately, it makes it difficult. te pro- 
vide room for the more recent approzches 
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to the history of ideas. Few traces, if any, 
are to be found of the strikingly new in- 
sights of the schools of Dilthey, Meinecke, 
and Croce. Yet, in many chapters, the 
author evidently draws upon materials 
other than those cited in the brief biblio- 
graphical notes. Especially fine are the 
chapters on the conciliar movement, Calvin, 
and Machiavelli. Here the author’s ability 
to unfold a body of political thought within 
its historical and institutional setting is 
most happily come to fruition. 

Professor Cook states at the outset that 
the central theme of political philosophy is 
the justification, the scope, and the limits 
of the state’s authority, and the functions 
it may and ought to perform. Yet he 
would not venture upon a definition of the 
“state.” Often enough, the word “state” 
is not found in original works, but is in- 
serted by the modern interpreter. Is it 
surprising, then, that the present study only 
partially confirms the author’s original con- 
tention, or that in the conclusion the “state” 
is not actually the “central theme”? We 
are merely raising the question; beyond it 
lies the whole range of fundamental prob- 
lems in polities. 

In view of the author’s avowed convic- 
tion that political theory is philosophy, it 
is curious to find him rather infrequently 
concerned with the broader philosophical 
elements in political speculation. The 
author gives quite a few pages to sum- 
marizing the main political works of Plato 
and Aristotle, for example; in the opinion 
of this reviewer it would have been fortu- 
nate if some of that space could have been 
devoted to an introductory analysis of the 
philosophical setting of Plato’s and Aris- 
totle’s political writings. Many students 
may not find time to read the Nichoma- 
cheat Ethics, though its conclusions are 
quite essential to an understanding of the 
Politics. Hence a succinct statement of 
Aristotle’s ethical philosophy would be of 
great help. If the average student is igno- 
rant of the historical setting of political 
thought. he is even more perplexed by its 
deeper ethical and cognitional aspects. It 
is, of course, true that such excursions into 
theoretical philosophy are full of pitfalls, 
and it may well be that the author imposed 
a wise restraint upon himself. Yet, in con- 
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ferences with students the present reviewer 
has time and again found himself obliged 
to attempt just such an elementary, de- 
lineation of general philosophy. Are the 
author’s merely casual reference to Spinoza 
and Pufendorf and his omission of Chris- 
tian Wolf and Leibnitz perhaps due to the 
same cause—an aversion to general phi- 
losophy? One wonders. 

However, the volume as it stands is a 
fine achievement, and ought to find wide 
use as an excellent text for courses in po- 
litical philosophy and the history of politi- 
cal thought. It also seems very well 
adapted for use as a guide in tutorial and 
similar work where selected phases of po- 
litical theory are covered more thoroughly. 
Provided with a good index and a detailed 
table of contents, as well as suggested ad- 
ditional reading in English, the book should 
very rapidly make a place for itself. 

CARL JOACHIM FRIEDRICH 

Harvard University 


Jennines, Warrer W. A History of the 
Economic and Social Progress of Euro- 
pean Peoples. Pp. xii,713. Lexington, 
Ky.: The Kernel Press, 1936. 


This substantial volume by a man who 
has for fifteen years taught college students 
in the subject-matter covered, is not merely 
another textbook. It has distinctive fea- 
tures which should commend it highly to 
the teacher, to the student, and to the 
general reader, for introductory instruction 
in the social studies. 

The book consists of a number of im- 
pressionistic sketches, faithfully yet simply 
drawn, of various economic and social fac- 
tors bearing upon the development of the 
peoples and nations of Europe. Itebegins 
with prehistoric times and comes down to 
the present day. Little if any attempt is 
made to generalize oreto interpret, except 
as any apt selection and arrangement of 
topics necessitate judgment and interpreta- 
tion. Though sketchy, the book is inter- 
estingly written, moves forward without 
confusion, and admirably describes the 
many features of the vast field compre- 
hended in the volume. Particularly well 
selected are quotations bearing upon social 
and economic conditions at different his- 
torical periods and among different peoples. 
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The results of most recent research are ex- 
cellently utilized without forcing the reader 
(whether beginning student or layman) to 
become familiar with technical termmology 
of an advanced character. Good propor- 
tions are preserved between the ancient, the 
medieval, and the modern periods, about 
half the book being devoted to Europe since 
1800. A topical arrangement is used for 
the most part, under such headings as social 
conditions, labor, agriculture, manufac- 
tures, commerce, finance, and foreign trade; 
but there is also a subdivision by countries. 
Graphs are very effectively used to illus- 
trate conditions described in the text. All 
in all, here is a most satisfactory introduc- 
tion to an understanding of European social 
and economic problems. It should fiad a 
wide acceptance. 
Josepa MAYER 
Library of Congress 


HABELER, GOTTFRIED von. The Theory of 
gniernational Trade, with Its Applica- 
tions to Commercial Policy. Pp. xv, 
408. New York: Macmillan Co., 1936. 
$5.75. 


This scholétly work, translated from the 
German edition of 1988 by Alfred Stonier 
and Frederic Benham, with some revision 
by the author, is a very comprehensive and 
orthodox treatment of the English “classi- 
cal” theory of international prices, and of 
the arguments for free trade. 

Part I begins with the monttary aspects, 
such as the balance of internationel pay- 
menjs, ##& gold standard, inconvertible 
paper currencies, and the transfer problem, 
and then moves on to the “pure theory.” 
The author remarks that this is not the 
most usual approach, and believes it is use- 
ful as an expository device; but as he also 
points out, it does not lead to different re- 
sults, and it is open to question whether 
anything is gained by explaining the 
mechanism before considering the theory 
which actuates it—though nothing is lost. 
The theoretical analysis is comprehensive, 
indeece exhaustive; the author examines a 
vast range of earlier and contemporary 
literature, and subjects every aspect of the 
theory to his own careful and penetrating 
explanation. In so doing he is completely 
consistent, supporting the theory (in earlier 
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or later form) at every possible pent In- 
deed, he takes great pains to combst nat 
only unsympathetic counter-arzunents, 
but attempts of neo-classicists tc observe 
limiting qualifications, as in his attack (pp. 
198-208) upon exceptions for d creasing 
costs. This, of course, does not- prevent 
his discriminatingly accepting scme and 
discarding other aspects of recent versions. 
But the chief characteristic of the work is 
its vigor in defending the theory against 
any analysis which might weaken È. 

Part IT is an equally complete -nè con- 
sient application of the theory zo trade 
poicy, with meticulous if not passionate 
support of the free trade doctrne and 
elaborate rebuttal of all the known argu- 
meits for protection or interventica. 

The question arises whether the 200k ad- 
vances the theory. In the sense +f mtro- 
ducing any major modifications or-adapta- 
tions, it apparently does not, nor i. it -cleaz 
thet such is its intention. The trzatnenz 
is in many respects modernized anc rezised. 
But, unlike Angells work, which. gave a 
new emphasis to the balance of -nt2rna- 
tional payments, and Ohlin’s, whick en- 
dezvored to make this theory an aspect of 
a general, regional theory of trade, 1t zives 
no substantially new mold to tke price 
theory of international trade. Jn the 
other hand, it may be regarded a. ome of 
the most detailed expositions of th: teory 
whch have yet appeared and prob-bl~ the 
most zealous defense of free trace. Re- 
ferrin# to his section on pure the-ry the 
author states that he has “en red to 
combine all the valid and relevant doc- 
trices into a systematic whole.” Tiere can 
be no question that his endeavor is suc- 
cessful. 

Jonn Donarpson 

George Washington University 


Hari, Ray Ovm. International Frarsac- 
tions of the United States. Pp. =v, 230. 
New York: National Industrial Confer- 
ence Board, 1986. $3.00. : 


Tz is only since 1922 that the Federal 
Government has prepared and ptblished 
annual estimates of the amount azd fuc- 
tuations of the external economic farsac- 
tions of the United States, thoczh the 
Harvard Committee of Economic R=search 
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has publsshed annual estimates for 1919, 
1920, anc 1921. Nearly all the figures‘in 
the interrational balance of payments are 
estimates. The making of these estimates, 
being a comparatively new field, is still in 
the process of experimentation and requires 
continuots search for new materials and 
methods. 

Withovt these estimates we should know 
much Jess about our relations with the 
world since 1919. They enable us to have 
some insizht, for example, into the com- 
plexity o? the capital movements of the 
twenties—how America was borrowing 
from one zroup of foreigners on short-term 
and lending to others on long-term. With 
“feasts and famines of capital, we have 
alternately inflated and deflated our own 
foreign customers, roused their false hopes, 
and then epset their plans by juggling their 
price level and crippling their currency and 
banking systems” (p. 3). 

The author describes a “balance of pay- 
ments” as nothing more than an investiga- 
tion of the causes of gold movements (p. 
5), and smce “most gold shipments result 
from fluctuations m foreign exchange, one 
could end . . . by investigating the causes 
of dollar-xchange fluctuations” (p. 9). 
He states. however, that since the World 
War a great part of the world’s gold ship- 
ments hav; bezn causal, not passive. They 
have moved cn a commodity basis rather 
than on a straight exchange basis. Gold 
moves on a commodity basis when it is 
bought, regardless of exchange rates, for 
gold reserres—when it is sent abroad by a 
central baak for deposit in order to make 
it a produ2tive asset, when it is moved in 
order to protect it from governmental 
seizur8, and when it is imported or exported 
for smelting (p. 12). 

Thé muki-angular character of our inter- 
national fimancial refations was brought out 
in the Bu-letins of 1924, 1925, and 1926, 
which gave analysis of our balance of pay- 
ments by cantinents. Franco-American 
balances Eave been published for 1928; 
Canadian-American for 1926, 1929, 1933, 
and 1934; Japanese-American for 1929. 
These specal area studies differ from an in- 
ternational balance of payments in the 
meaning of the postings of the two columns, 
and they present peculiar difficulties. 
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It is the author’s opinion that trade on 
the whole does not follow the loan. On 
the contrary, he holds that the loan follows 
trade movements. “When foreigners sell 
us less goods than usual, they are likely to 
draw their dollar balances, to increase their 
borrowings against dollar acceptances and 
to expand our net export of capital in sev- 
eral other ways” (p. 69}. Yet on page 72 
he expresses surprise “that export trade fol- 
lows the loan as much or as promptly as 
the figures show,” and on page 98 he shows 
that Germany’s trade balance in 1927 and 
in 1930 followed the loan. 

Before the war our creditor nations did 
not “copiously shower loans upon us one 
year, and then shut off our credit the next, 
as America did to debtor nations repeatedly 
during the postwar period. Fluctuations 
in our net capital movements during pre- 
war years were certainly much less violent 
than durmg America’s creditor-nation 
epoch...” (p. 71). Before the war, 
trade movements mainly controlled our 
gold movements. In the postwar period, 
gold movements frequently followed from 
capital movements. More broadly, inter- 
national lending in the postwar period de- 
termined both trade and gold movements 
(p. 105). Again in 1934 and 1935 the 
bargains in securities in New York brought 
imports of capital and, with them, gold. 

The author makes some interesting re- 
flections on the discrepancies in the data, 
and offers valuable suggestions as to how 
the interrelations between different items 
may best be interpreted. While the argu- 
ments, as indicated above, are not always 
consistent, altogether it is a useful book. 

Auvin H. Hansen 

University of Minnesota ° 


Manen, Joun T., et al. America’s Ex- 
perience as a Creditog Nation. Pp. xvi, 
333. New York: Prentice-Hall, Inc., 
1937. $3.50. 


This volume fulfills the worthy aim of 
its authors, Professors John T. Madden, 
Marcus Nadler, and Harry C. Sauwain, all 
of New York University, in that it “pro- 
vide(s) a factual description of America’s 
experience as a creditor nation and... 
present (s) a critical appraisal and inter- 
pretation of this experience.” The study 
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was no doubt prompted by the devastating 
effects of the recent world-wide depression, 
consisting of violent price declines and con- 
traction of all values, development of dif- 
cult imternational transfer problems, and 
the resulting defaults on foreign bonds; it 
uniquely cambines the presentation of the 
many related statistical factors and the 
controversial discussions as to how much, 
if any, the United States has benefited, on 
the whole, from foreign lending. 

The book prefaces the main subject with 
a brief description of this country as a 
debtor nation, inasmuch as during the early 
years of our history we borrowed capital 
from abroad to aid in our industrial de- 
velopment. An account follows of the 
transition from a debtor to a creditor ma- 
tion, which began about the time the 
United States entered the World War. 
From that date the authors describe our 
spectacular career up to 1930 to the place 
of international preéminence among capi- 
tal gexporters, and thereafter the reversal 
of our position, giving economic reasons for 
these changes. 

In substance, the authors’ general con- 
clusions with fegard to the effects on this 
country of foreign lendifig are about as fol- 
lows. First, foreign loans were of less im- 
portance than generally believed; they were 
small compared with the large offerings of 
domestic issues in the postwar period, and 
moreover were somewhat offset by invest- 
ments of foreigners in. Americ2n securities. 
The rate of return on foreign bonds has 
been,geneilly high in most geographic 
areas. Contrary to popular conception, 
interest has been paid, even during the 
severe depzession, “on almost two thirds of 
all the foreign bonds outstanding,” despite 
the somewhat unjust criticism of bankers 
as to their judgment on foreign credit risks. 
Policies of the United States Government 
with regard to foreign investments have 
been incorsistent, and official efforts have 
not aided bondholders materially, although 
“diplofhatic negotiations have facilitated” 
certain eadjustments. Lasting benefits to 
the Unitec States from foreign investments 
have failed, because we continued to export 
more merchandise than we imported, and 
thus deprived foreign debtors of permanent 
means of paying interest on our loans to 
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them. The development of the Foreign 
Bondholders Protective Council, which is 
gaining in prestige, “is one of the mcst 
favorable factors in the outlook for success- 
ful readjustment of foreign bonds row in 
default.” No doubt income to foreign 


bondholders will increase as world-wide 


economic recovery progresses and the in- 
ternational transfer of currency becomes 
less difficult. 

Although a complete understanding of 
- international finance is a complex and in- 


volved one, the general,-basic princip'es are ` 


here stated in direct, lucid terms, amd the 
book as a whole is written in an easy, 
readable style. It should be interesting 
and profitable reading, especially fer stu- 
degts of economics and internetional 
finance, bankers, and individual investors. 
The subject matter is interspersed with 
forty supporting tables, supplemented ky 
fuller details in the appendices. These 
tabulations include a wide variety o? data 
from published sources and also frongthe 
authars’ original calculations and estimates. 
The latter, for which we are told a mass of 
“work-sheets are available . . . in tae Li- 
brary of the Institute of International 
Finance at New Work University,” are in- 
véluable in arriving at the individual rates 
of return on our foreign investments and 
interpreting the present status of the for- 
eign bonds publicly offered in the United 
States. 

° Lucre BAGwELL 
New York City ‘ 
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Harris, S. E. Exchange Deprecestion. 

Pp. xxix, 516. Cambridge, Mass.: Har- 

vard University Press, 1936. $5.09. 

This book represents the first atzempt 
to bring together in comprehensive form all 
the data regarding exchange depreciation 
since 1931, and to draw general theoretical 
conclusions from those data. Such & task 
is Gargantuan and heroic, because the data 
ar> sparse and widely scattered, whi e the 
conclusions are matters of acute cor- 
troversy. ° 

On the whole, Dr. Harris tends {o alt- 
tribute to exchange depreciation a large 
part of the credit for the recent revival in 
business activity throughout the word, al- 
though he is careful to suggest thaz this 


= 


( 


THE ANNALS oF THE Amprican ACADEMY 


conclusicn provides no reason for assuming . 
that exchange depreciation will be equally 
useful in future emergencies. As a result 
of carefil theoretical argument supported 
by extensive statistical analysis (and sub- 
ject to sich conditioning factors as the eco- 
nomic structure of the particular country 
and the number of countries already off 
gold) , the author concludes that as a result 
of exchaage depreciation a country usually 
enlarges ts foreign trade and augments its 
physical output relative to that of other 
countries. For the world as a whole, how- . 
ever, exchange depreciation tends to de- 
press the general level of prices, unless it is 
accompanied, in the several depreciating 
countries, by policies of domestic inflation 
which enlarge the national -money-income 
and raise domestic price levels. 

Baldly stated, these conclusions do less 
than just ce to the author’s elaborate analy- 
sis, but in point of fact the extent of that 
analysis and the large accumulation of 
material tend to make the study rather 
complicated. In reality the book contains 
not one central theme but three, since, in 
addition to the analysis of exchange de- 
preciation in the broad sense, it offers ex- 
tensive treatments of recent governmental 
programs in the United States and Eng- 
land, as well as discussions of the method of 
operation of their respective stabilization 
funds. While all of these matters are 
somewha. related, the analysis of each 
might have keen clearer to the reader if it 
had been separated from the others. 
Moreover, as a result of his broad scope, 
Dr. Harr s sometimes reaches rather dog- 
matic coriclusions of a misleading kind. 
To take but one example (which is likely 
to abtrac; much attention in the light of 
current public controversies), Dr. Harris 
suggests that in both England (p. 409) and 
the United States dp. 213) serious inflation 
is probable—omitting from adequate con- 
sideration the tendencies manifest in the 
one country by rising reserve requirements 


` and in the other by falling fiduciary note- 


issue to counterbalance increased gold 
reserves. 

Such criticisms arise, however, out of the 
extent of the field that the author has set 
out to cover, and imply that his materials 
might have made up three books rather 
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than one. But, for the one that is offered 
them, students of the subject will be very 
thankful. The-data that Dr. Harris has 
presented, as they become augmented by 
each passing year, together with his the- 
oretical arguments, will help to crystallize 
an important problem and serve as a start- 
ing point for further studies. 
eat F. CYR JAMES 
University of Pennsylvania 


Netsser, Hans. Some International As- 
pects of the. Business Cycle. Pp. xiv, 
176. Philadelphia: University of Penn- 
sylvania Press, 1936. $2.50. 


In the monograph under review, an in- 
teresting attempt is made to combine two 
different approaches to the study of inter- 
national cyclical phenomena—the purely 
theoretical, and the historical. A detailed 
theoretical framework for the study of 
cyclical forces is evolved and skillfully ap- 
plied to the analysis of specific historical 
fluctuations. 

In the elaboration of his theoretical 
framework, Dr. Neisser goes farther than 
do most of the traditional analyses of the 
business cycle. Convinced that the tradi- 
tional approach—which treats the whole 
world as a unit and the problem of the 
cycle as arising out of the relationship be- 
tween all branches of the economic system 
in toto—is justified only as the starting 
point of analysis, he endeavors to present 
a theoretical description of the forms in 
which the various phases of the business 
cycle express themselves if due account is 
taken of the narrower boundaries of na- 
tional economic life. 

While such a description is possible with- 
out recourse to any particular theory f the 
business cycle (in Dr. Neisser’s work, the 
formulation of a comprehensive thedty of 
the cycle is, in fact, never attempted), it 
does require careful definition of the funda- 
mental concepts underlying economic 
dynamics. 

Economie equilibrium, used in the spe- 
cial meaning of business cycle theory, is not, 
the reader is told in the introductory sec- 
tions of the volume, necessarily character- 
ized by the full employment of the factors 
of production, as the classical economists 
assumed. With Mr. J. M. Keynes and 


others, Dr. Neisser believes that if the diff- 
culties inherent in the approach of classical 
theory are to be escaped, we must turn to 
the study of more fundamental factors, 
such as the behavior of consumers and the 
attitudes of entrepreneurs. It is to a de- 


` tailed analysis of such phenomena as over- 


and ‘under-production and -consumption, 
over- and under-saving and -investment, 
that the major part of Dr. Neisser’s work 
is consequently devoted. The meaning of 
these concepts is carefully defined, their 
significance in theoretical business cycle 
analysis is explored in detail, and the actual 
occurrence of the phenomena themselves is 
established through the presentation of a 
body of factual data taken from recent 
business cycle history. Special attentién is 
devoted, in this connection, to the two 
financial events which, in Dr. Neisser’s 
view, were mainly responsible for the 
breakdown of 1929: the end of German 
capital imports—a result of Germany’s 
“uædersaving” in the postwar period; and 
the collapse of the American stock -ex- 
change boom—largely the result. of an 
“oversavings situation. 

It is impossible in this brief review to do 
full justice to Professor Neisser’s mono- 
graph by entering into a detailed critical 
discussion of the many interesting points 
of theory which the author raises. It must 
suffice to say that, even though primarily 
analytical and descriptive in nature, and 
attempting neither the elaboration of a 
comprehensive theory of the cycle ®t the 
formælati of detailed recommendations 
as to future policy, Dr. Neisser’s book 
represents a distinct contribution to the 
study of cyclical phenomena, worthy of 
the careful attention of all serious students 
of the subject. 

Wurm G. WELK 

College of St. Thomas 


SAKOLSKI, A. M., and Myron L. Hoca. 
American Economie Development. Pp. 
xii, 448. New York: Thomas Nelson &' 
Sons,el936. $3.00. 


This volume is a topical treatment of 
American economic history which has 
grown out of the teaching experience of its 
authors. In general the topics are well 
chosen and the book as a whole is well 
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executed. The first five chapters deal with 
background material, including £ dscus- 
sion oi the economic interpretation of his- 
tory, physical factors bearing on American 
development, British Colonial poicy. and 
the nature of our Constitution. The re- 
maining fourteen chapters deal with thir- 
teen topics, including, among others: 
transportation developments (frcm early 
waterways through the Motor Act of 
1985); developments of natural resources 
(forest, fisheries, metals, fuels, and po-ver) ; 
agricultural developments and _ present 
agricultural problems; American monetary 
experience (from wampum throigk the 
Silver Purchase Act of 1934); and the labor 
mavement (from Colonial labor through 
the National Social Security Act cf 1935). 

The book includes a general bibliography 
as well as a list of references at the ead of 
each chapter. Considerable use Las been 
made of statistical tables, graphs, and illus- 
tralive maps, in addition to an excessive 
number of footnotes. ə 

In endeavoring to avoid the psttern of 
general American history, the authors have 
scrupulously avoided a general chtonclogi- 
cal framework. Each topic’ goes back to 
the beginning and Brings the story down to 
date. While the omission of episcdical or 
chronological landmarks in the topical ap- 
prcach has many pedagogical advantages, 
it is attended by certain drawbacks. The 
corflict of group interests taking place on 
many front# simultaneously is rot ade- 
quately treated, and it is gust this feeture 
of our social experience that oft%m 2xtlains 
the peculiar course of our development in 
- gereral as well as in detail. 

Moreover, it is not entirely clea- tc this 
reviewer why the topical methoc per se 
possesses any advantages over other meth- 
ods of treatment with regard tc g ving 
“proper emphasis to events which have a 
moze important influence upon ezondmic 
evclution than others.” It might be con- 
tended that one of the most important in- 
fluences upon our “economic evokilion” 
has been the interaction, or mutuall~ in- 
fluencing character, of our numercus*20m- 
plex institutions, and this particular fector 
tends to be subordinated in a topeal dis- 
cussion. 

For example, one might get the icea “rom 
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reading tkis book that social security legis- 
lation is simply an incident in the labor 
movemenz in America, instead of the prod- 
uct of changing social philosophies and po- 
litical policies under the catalytic influence 
of a threatened collapse of our economic ` 
system. 

CoLLIS STOCKING 

Washinzton, D. C. 


Birnie, ArteEur. An Economic History 
of the British Isles. Pp. ix, 391. New 
York: E. S. Crofts & Co., 1936. $4.00. 


Mr. Biraie’s aim is to assist “the ordinary 
reader to obtain a clear, general view of the 
material progress of the four British peo- 
ples, whose political and economic fortunes, 
fate has 30 inextricably intertwined.” I 
have rarely if ever met an “ordinary 
reader,” and doubt his existence, at least 
outside Scotland. Consequently the book 
must be -udged in terms of its value to 
teachers and students. For them it does 
two useful things. In the first place it sup- 
plies about 38 pages on Scottish develop- 
ments and 31 on Irish and Welsh, and 
brings out the effect of the largest member 
on the smaller ones of the British family. 
In the second place, it brings the story up 
to the last depression, and deals with the 
commerciel, monetary, and marketing pol- 
icies of the British “New Deal.” It also 
has some good chapters on modern banking, 
commerciel development, social legislation, 
and the pcstwar position. 

For the rest, the book is disappointing. 
A new texi should justify its appearance by 
doing one or both of two things: (a) It 
should present a new approach or arrange- 
ment, superior to that of books already in 
the field; 1b) it should gather together the 
results of recent research and thus give the 
student a glympse of what the specialists 
are doing and saying. It is too much to 
expect thet a British economic historian 
should evər desert the well-beaten path 
blazed by the pioneers, to wander on some 
track bear ng on its signposts “To Modern 
Capitalisn-’ or any other ism. But the 
digging in the British field since the war 
has been so intensive and so fruitful that 
in addition to throwing fresh light on many 
points, it kas produced new views of such 
fundamentals as the structure of medieval 
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rural society, the industrial revolution, and 
the social consequences of that revolution. 
Whenever I open a new issue of the Eco- 
nomic History Review I know that at least 
one of the things I learned twenty-five 
years ago is going to be blown to pieces or 
flooded with new light. That fact makes 
economic history today almost as exciting, 
as lively, and as changing as is physics in 
these days of Einstein, Eddington, and Co. 

Mr. Birnie’s book fulfills neither of the 
above-mentioned requirements. In the 
first place, he is still under the thrall of the 
Fathers, who came to economic history 
after having gone down twice in the swirl- 
ing waters of English constitutional history. 
Hence he worries about what Tacitus 
meant, about the mark theory, and about 
the social effects of the Anglo-Saxon in- 
vasion. He discusses the theories of the 
origin of towns and describes their constitu- 
tions, and under the title “Feudalism in 
Its Economic Aspect” he details the vari- 
ous forms of feudal tenure—knight service, 
frankalmoign, socage, and others; the 
feudal incidents—aids, relief, primer seizin, 
and so forth; and changes in land law. In 
the second place, much of his general treat- 
ment and many of his detailed assertions 
reflect views that cannot pass unchal- 
lenged today. For example, can one now 
be content to describe the typical manor 
and let that pass as an adequate description 
of the English countryside? Are Page’s 
views of commutation the last (or even the 
latest) word on that subject? Did “house- 
hold industry or the family system pass 
away” with the rise of a class of specialized 
craftsmen? Is it not time we dropped “do- 
mestic system” and learned to say “putting- 
out system” when that is what we megan? 
Is it fair to state the “popular view” about 
the effect of the Turks on the teade toutes 
and consign the later scholarly view to a 
footnote? Did American bullion quadru- 
ple the stock of precious metals in Europe? 
Was the countryside “swept bare to provide 
recruits for the large labor armies of indus- 
trialism”? Why treat joint stock as an 
aspect of industrialism, rather than as a 
consequence of the capital needs of banks 
and transportation services? If industry 
proceeded before the industrial revolution 
on a fairly even keel except when swept by 
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wars, revolutions, plagues, or famines, is 
not the “except” too big to be exceptional? 
And so on; but let me close the list by ask- 
ing if an account of the changes in trans- 
portation has any place in an economic 
history book when scarcely a single eco- 
nomic effect of the changes is mentioned. 

There are several errors of fact or ty- 
pography. In one paragraph on p. 171, 
the Hudson Bay Company was the Hud- 
son’s Bay Company; it was founded in 
1670, not 1690; the South Sea Company 
was to trade with the South Atlantic and 
not merely the Pacific; it obtained the 
asiento, not the assiento, and it was not 
dissolved in 1807. The Methuen Treaty 
was signed in 1703, not 1706 (p. 180); 
Vere is usually called Veere (p. 147); Abga- 
ham Derby was Darby (p. 234); the Royal 
William did not cross the Atlantic “by 
steam alone,” but used sails as well (p. 
275); and the Amalgamated Society of 
Engineers was founded in 1850, not in 1852 
(p. 357) . 

Hersert Heaton 
University of Minnesota 


OPPENHEIMER, #RANZ. Stadt und Bürger- 
schaft: Die Neuzeit» (third part of 
Abriss einer Sozial- und Wirtschafts- 
geschichte Europas von der Völker- 
wanderung bis zur Gegenwart, which in 
turn makes up Vol. IV of the System der 
Soziologie). Pp. xvi, 509 (813-1322 of 
Vol. IV). Jena: Gustav Fischer, 1935. 
RM 24 paper, 25.55 boards. üs 


Here is t#e capstone of the concluding 
volume of Oppenheimer’s great System of 
Sociology. No more amazing example of 
a life work dominated by one idea has yet 
come to the present reviewer's attention. 
For more than forty years, Oppenheimer 
has endeavored to convince a recalcitrant 
world that the source of all the more serious 
social evils lies in the Bodensperre, in the 
control of the land by those who do not till 
or otherwise directly utilize it through their 
own Jaber. 

Instead of a system of sociology, the 
work ntight better be called “the systematic 
application of all the resources of modern 
Kulturkreis ethnology, social psychology, 
institutional economies, social and cultural 
history, agrarian history, and sociology to 
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the proof of the thesis that mcnopoly in 
land brings in its train all the social evils 
peculiar to modern capitalism.” Ir has a 
prophetic quality, an Amos-like élen; the 
appeal is not merely to the head, sut to the 
heart as well. Of the same geneal zurn of 
thought as Progress and Poverty, Oppen- 
heimer’s work is far greater, bota ic scien- 
t.fie quality and in persuasive pcwe:, 

This concluding volume bringsa mass of 
evidence to show that the urban proletariat 
taat contributed so mightily to the zrowth 
of European cities even in the years after 
tae Black Death was in large measur2 made 
up of landless peasants, and thet cnly on 
tae basis of this proletariat caa the de- 
velopment of modern capitalism be ac- 
eyynted for, Certainly a di.possessed 
peasantry was no unimportant fa=tor in the 
process, but it-seems a bit forced when 
Oppenheimer attributes exclusive causality 
to it. 

The book has some curious 2m_ssions. 
For example, Calvinism occurs bat once in 
the index, and Max Weber is alzo ignored 
with the exception of one brief re“erence 
(unindexed), on page 1119. No space 
whatever is devoted to meeting VWeeber’s cb- 
jections to placing modern capita sr. in the 
pre-Reformation period, althougn a whole 
section is devoted to an attack or Sombart. 

These may be minor flaws, altnaovgh the 
reviewer cannot repress his quakns at the 
fact that this concluding volume s taeresy 
given a character of special pleading. He 
feel that some of his previous approval of 
Cppenheimer’s work is in nee&gof qualifica- 
tion. Understand, the System of Sotiology 
is still an imposing treatise, and the addi- 
tion of the fourth volume has rendered it 
sill more imposing, but it has a sort of 
monumental quality about it, Amd nonu- 
ments can be used in the construction of 
great scientific edifices only by chipping 
away the irregularities that give thera their 
monumental traits. 

HOWARD 3ECKER 

Smith College ° 


Guu, Berti. Fri eller Dirigērag Eko- 
nomi. Pp, 239. Stockholm: e. E. Hall- 
mans, 1986. Kr. 2:50. 


This book, Free or Planned Econemy, is 
a direct contribution by Professo- Ohlin to 
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the study course of the Youth Union of, the 


-Liberal Parity of Sweden. It is indirectly 


an application, under explicit assumption 
with respect to national objectives, of 
methods of analysis of Sweden’s economic 
situation contributed in another excellent 
work of Professor Ohlin, The earlier work, 
a report on economic policies and employ- 
ment (Penningpolitik, Offentlga Arbeten, 
Subventioner och Tullar som medel mot 
Arbetslöshet), represents an outstanding 
instance of the use of economic theory as a 
tool of analysis for the understanding of 
the effects of national economic policies. 
In the present volume national objectives 
are explicitly given (and evaluated). The 
willingness to consider national objectives 
and their attainment so generally requiring 
compromise to preserve the most of mu- 
tually antagonistic objectives places a 
heavy burden on the processes of analysis; 
but in doing so, Professor Ohlin has pro- 
vided an excellent example of the use of 
economics m demonstrating methods of 
achievement of objectives rather than its 
use for the support of its own general as- 
sumptions as objectives. 

Professor Ohlin’s objectives include the 
increasing af per capita income and the 
standard of living, the bettering of the 
position of the lower income groups, the in- 
creasing of economic security, and the pre- 
serving of a substantial measure of freedom, 
especially freedom of thought and speech. 
In a conflict between the goal of preserva- 
tion of freedom and the other objectives, 
preference is given to the former, and not 
the least significance is placed upon the 
fostering of ihe lower income groups. The 
problem is to adjust new technique and 
economic conditions to the shift which has 


etaken place in man’s social philosophy. 


Thg solutign is not a question of whether 
economic activity shall be planned or not, 
but the extent to which it shall be planned, 
and how many different forms of control ` 
shall be created. And in this solution Pro- 


` fessor Ohlin regards the achievement of 


any one of the trinity of objectives ‘of free- 
dom, economic security, and a high stand- 
ard of living as dependent upon the 
achievement of all of them. 

In a genera] way it may be said that 
Professor Ohlin holds that economic lib- 
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eralism leads to dictatorship, since it denies 
the use of almost all powers essential to 
the combating of depression; that the 
corporative principle reduces the oppor- 
tunity for favorable compromise in the in- 
terest of general welfare; and that socialism 
leads only to the creation of a new group 
of vested interests and increases the possi- 
bilities for political favoritism and cor- 
ruption. The maintenance of freedom in 
the future can be secured only with de- 
velopment of self-discipline, which is to be 
exercised by organizations as well as by 
individuals. In democracy, compromise 
rests with the people; in dictatorship, it 
lies in the person of the dictator. For Pro- 
fessor Ohlin, in the last analysis, the prob- 
lem is ethical and moral, for the lack of a 
development of control in which all the peo- 
ple share can only result in control in which 
few share. Under present economic condi- 
tions and modern methods of machine pro- 
duction, and in view of the new philosophy 
of the people, the existence of manifold 
forms of control is unavoidable. It is for 
this reason that the recommendation of 
self-discipline is inescapable; the quality of 
the control depends upon the quality of 
those who are to exercise it. The book 
also testifies to the excellence of materials 
used in political education in Sweden, and, 
with the earlier work mentioned, to the 
dual réle of the economist in education in 
the political as well as the economic sphere. 
ARTHUR R. UPGREN 
University of Minnesota 


CARR-SAUNDERS, A.M. World Population, 
Past Growth and Present Trends. Pp. 
xi, 829. New York: Oxford University 
Press, 1936. $4.00. 


This monograph, published, under. the 
auspices of the Royal Institute of Interna- 
tional Affairs, presents iff twenty-two suc- 
cinct, for the most part well-written, chap- 
ters, a considered discussion of present-day 
world population problems. Its content, 
both theoretical and factual, falls into two 
categories, namely: (1) the quantitative 
growth of population during the last four 
centuries, together with the decrease in the 
rate of increase since the middle of the last 
century; and (2) the migratory movements 
during the last century or more. 
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Chapter I, entitled “Sources of Informa- 
tion,” though in spots highly technical, is 
probably the most illuminating statement 
extant in the English language regarding 
the sources of population data. It points 
out in detail how extremely recent and 
fragmentary are the authoritative data 
dealing with population. For most coun- 
tries and for countries as wholes, there are 
virtually no reliable data running back be- 
fore the middle of the eighteenth century, 
or for migration before the middle of the 
nineteenth century. Particularly signiti- 
cant in this connection is the fact that one 
of the earliest sets of population records is 
that of Japan, running back, as these rez- 
ords do, to 1721, 

The author does an excellent piece of 
work in evaluating the various estimates of 
world population from 1650 to 1938. He 
analyzes these for the various regions, Eu- 
rope, North America, Oceania, Central and 
South America, Africa, and Asia, and ar- 
riv& at his own estimate of 2,057 millions 
in 1933 (p. 42). He discusses in detail the 
marked population growth in Europe and 
the United Stages. 

Professor Carr-Saundgrs then considers 
natural increase, birth and death rates, the 
decline of fertility, particularly in North- 
western Europe and its offshoots, the re- 
sulting small-family system, the balance of 
births and deaths, and the present situation 
in Europe—data which are wel] known, but 
on which he throws much new light, 

Chapter XVI, describing the attempts of 
vario@s countries, particularly France, Ger- 
many, and Italy, to raise the birth rate, is 
particularly pertinent. For while we have 
had a “hunch” that these efforts are not 
effectual, we now have for the first time, so 
far as this reviewer knows, a body of data 
which seems to prove fairly conclusively 
that governmental interference with the 
reproduction activities of the people is 
largely if ‘not wholly useless. Professor 
Carr-Saunders admits, however, that 
though these attempts may not have suc- 
ceeded in increasing the rate of natural in- 
crease, they may have retarded the rate 
of decrease. In this connection, the stu- 
dent of population will wish to compare 
Professor Carr-Saunders’s data with those 
of Professor Frank H. Hankins, presented 
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in his article “German Policies for Increas- 
ing Births” in The American Journal of 
Sociology, Vol. XLII, No. 5 (March 1937). 
Professor Hankins finds that German poli- 
cies for increasing births have had an effect; 
but of course, as Professor Hankins himself 
hints, the period covered by the German 
experiment is too short to warrant gen- 
eralizations, and it remains to be seen 
whether such efforts are effective in the long 
run. 

In general, Professor Carr-Saunders has 
done a good piece of analysis, as far as his 
work goes. He leaves much to be desired, 
however. He scarcely hints at such im- 
portant questions as causes or factors in 
population growth and the decline m the 
rate of increase; the eugenic and euthenic 
aspects of population; the concentration of 
population in the last seventy-five to a 
hundred years and the problems arising 
therefrom; the effect of differential rates of 
growth upon national and international 
policies; and the question of population 
contacts and conflicts. In addition, occa- 
sionally he makes sweeping statements— 
as in the case of the rate of ggowth of Jewish 
population in Euyppe—which he does not 
substantiate, and which at best raise serious 
doubts. One would wish also that he had 
given us detailed bibliographical references 
and an index. However, the book is so 
thorough and stimulating in many respects, 
and the graphs and tables are so well done, 
thatthe student of population can ill af- 
ford not to examine it with care. 

CONSTANTINE PanuzIo 

University of. California 

at Los Angeles 


GOODRICH, Carter, et al. Migration and 
Economic Opportunity. Pp. xvii, 763. 
Philadelphia: University of Pennsyl- 
vania Press, 1936. $5.00. 


This study, financed through the Social 
Science Research Council and made under 
the auspices of the Wharton Schgol and 
the direction of Carter Goodrich, is an un- 
usually satisfactory piece of work. This 
volume, followmg four monographic bulle- 
tins, presents the final results of a project 
which originally had its inception in de- 


pression conditions. The study cost in the 
neighborhood of $80,000. The results fully 
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justify the cost, in thoroughness, in grasp 
of the factors and problems involved, and 
in perspective, insight, and objectivity. ` 

The volume is in reality an expert and 
detailed survey, not so much of population 
migration, but of the character and regional 
distribution of resources as correlated with 
actual population distribution in the United 
States. The basic question which the in- 
vestigators’ were given to answer was the 
need, the probabilities, and the possibilities 
of future migration as a measure for bal- 
ancing, regionally and occupationally, the 
supply of labor and the demand for it. 
Obviously, to get any informed answer to 
this question involved the handling of 
many variables, and judicious weighing of 
chances and probabilities. Basically, it re- 
quired as thorough a survey as the data 
permitted of our economic resources as they 
are today and of their probable changes in 
the near and the long-run future. 

If migration is to help to produce a bet- 
ter regional balance between population 
and resources, it must be from poorly en- 
dowed to adequately endowed regions. 
The attention of the study was therefore 
naturally directed first to regional contrasts 
in economic levels (ch.1). Naturally, too, 
certain great: “poverty” regions had the 
first claim on detailed analysis. These, 
treated in chapters 2-5, are the Southern 
Appalachian Coal Plateaus, the Old Cotton 
Belt, the cutover region of the Great Lakes, 
and the Great Plains—regions of differing 
economic functions, but all afflicted with 
an excess of population in relation to re- 
sources and economic opportunity. ‘The 
first five chapters constitute a skillful and 
revealing factual analysis of the economic 
gondition of these substandard regions. 
The analysis is accompanied by well-con- 
sidered suggestions as to what measures 
might (or should? be taken to relieve re- 
gional overpopulation. 

No recommendation concerning the fu- 
ture need and effects of migration would be 
convincing, however, in the absence of full 
consideration of the dynamic forces likely 
to operate in the future. There accord- 
ingly follow chapters on the Changing Dis- 
tribution of Resources (an exceedingly able 
analysis by F. G. Tryon), the Changing 
Pattern of Industrial Location, and the 
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Changing Demand for Man-power. All 
these chapters are brilliantly executed. 
The last mentioned chapter necessarily 
brings up the fundamental question, not of 
optimum population (which is nowhere 
mentioned), but of the future ability of 


~ the American economy to absorb labor. 


This matter is treated, by Professor Good- 
rich, as a “comparison of chances.” ‘There 
is, as he states, no unequivocal ‘conclusion 
that can be read directly from the analyses 
presented. Only in the case of forestry 
(and then only on the assumption of the 
public acceptance of a greatly expanded 
forestry program) is any immediate hope 
held out of expanding employment oppor- 
tunities. In the case of other industries, 
doubt is expressed whether previous levels 
of employment can be maintained, though 
it is noted that this pessimism may be a 
psychological bias derived from the de- 
pression. 

In any case, as Professor Goodrich says, 
“attempt to indicate which way migration 
should go must come to terms with the 
question of the future level of per capita 
national income.” On the reasonable as- 
sumption that continued development of 
productive technique will make possible 
rising national income, the only real possi- 
bility of a decline in income would derive 
from failure of society to provide the neces- 
sary organization to make technology ef- 
fective. Thus the investigation, willy- 
nilly, leads directly to the problem of the 
permanency and efficiency of capitalism. 
On the assumption that the present system 
will be made to work for a continued in- 
crease in production, the thought is that 
“it should be possible to propose migration 
policies that would play a minor but uSeful. 
part in a general program.” On this as- 


. sumption there should be a minimum emi- 
: gration of 350,000 from the Coal Plateaus 
- of the Southern Appalachians, and of 250,- 


000 from the Great Plains for “safe” use 
of the land and three times that many for 
an ideal use. The estimates for the Old 
Cotton Belt vary, according to hypotheses 
on. which they are based, from 1,500,000 to 
a staggering six or seven millions. And it 
does not escape notice that with the high 
rate of natural increase in these southern 
poverty regions, any amount of emigration 
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to be regarded as reasonably feasible would 
be largely negated in its beneficial effects 
by the high birth rates there prevalent. 
Professor Goodrich should have bluntly 
stated that the basic hope for the South is 
birth control, but he probably leaves that 
obvious inference to the reader’s intelli- 
gence. 

The main analysis is. supplemented by 
chapters on the Record of Unguided Migra- 
tion, Hints from Foreign Experience, a 
Critique of American Measures, and a final 
chapter on Migration Policy. The book is 
profusely equipped with 9 plates (some in 
color), 79 tables, and a detailed index. 
Its 700 royal octavo pages will be for a long 
time a rich mine for students of the eco- 
nomics of population in this country, and 
the leading guide to any resettlement pol- 
icy which may be attempted in the near 
future. 

A. B. Wore 

Ohio State University 


Moreres, RADHAKAMAL. Le Migrazi- 
oni Asiatiche. Pp. xiv, 310. Rome: 
Tipografia Failli, 1936. Lire 30. 

This book is, first of aẸğ, strikingly inter- 
esting because of its form. Although on 
the cover page it bears an Italian title, and 
although the book has been manufactured 
in Italy, has an exhaustive introduction in 
Italian, and is sponsored by the Italian 
Committee for the Study of ,Population 
Problems (Comitato Italiano Per lo Studio 
dei Problemi. Della Popolazione) , the body 
of th@book itself is in English. It bears 
the title Migrant Asia, A Problem in 
World Population, and is written by the 
well-known scholar, Professor Mukerjee cf 
Lucknow University. One wonders why 
it has not been published under an English 
title, by some firm in England or in the 
United States. In its present form there 
are many English-speaking scholars, to 
whom the contents are particularly signifi- 
cant, who will scarcely notice it. 

Perhaps the content of the volume ex- 
plains why it has not been published in 
English, For it is a scholarly, well-writ- 
ten, singularly lucid and coherent presenta- 
tion of the whole question of Asiatic popula- 
tion in relation to the population problems 
of the rest of the world. It is, as far 
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as this reviewer knows, the first authorita- 
tive, comprehensive analysis and scientific 
discussion of the problem of Asiatic popu- 
lation with special reference to migration. 
In fact, the book is so comprehensive that, 
as Professor Gini points out in the intro- 
duction, it should have been entitled “Pop- 
ulation Pressure as a Factor in Interna- 
tional Disequilibrium.” , 

In twelve well-knit chapters, Professor 
Mukerjee presents data and discusses every 
aspect of the problem of Asiatic popula- 
tion: economic regionalism; the function of 
Asiatic emigration in the light of world 
economy; European and Asiatic colonial 
policy and its relation to population in the 
trgpics; the possible economic development 
of the tropics by means of Asiatic migration 
and to the advantage of the entire world; 
race migrations, conflicts, restrictions upon 
Asiatic migration; the question of food 
supply in the East in relation to the possi- 
ble improvement of the standards of liv- 
ing; the race-contact problems of South 
Africa; the problems of the international 
control of migration; the possible planning 
for world agriculture; and the general move- 
ments of populatéon. 

The thesis of the book, briefly stated, 
is as follows: There is a tremendous dis- 
proportion in the distribution of popula- 
tion in the various continents—Asia alone 
having 900 out of some 2,000 millions in 
world population; as a result, marked con- 
traggs arise in the standards of living; the 
Asiatic people are surrounded hy territories 
sparsely settled and controlled bẹ non- 
Asiatic nations; Asiatics have been pre- 
vented from migrating into these regions; 
and these people if given an outlet could 
aid in establishing economic equilibrium 
the world over. The problem, in short, 
revolves around the distribution of re- 
sources to the advantage of world popula- 
tion as a whole. 

The book is masterful in every detail. 
It marshals a large body of data aot read- 
ily available to Occidental scholars; it pre- 
sents these in excellent tables, graphs, and 
maps, as well as in well-poised discussion. 
It leaves very little to be desired in the 
way of thoroughness, objectivity, and scien- 
tifie accuracy. It is thoroughly docu- 
mented and has a very good index. 
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The introduction by Professor Corrado 


Gini, entitled “The Problems of the Inter- 


national Distribution of Population and 
Original Resources,” is itself an original, 
masterful essay. In keeping with Profes- 
sor Gini’s usual penetrative insight and 
masterful presentation of his theories and 
data, he throws considerable light upon 
Professor Mukerjee’s discussion. 

All in all, the book is one which the stu- 
dent of world population cannot ignore. 
In fact, it will probably remain for decades 
one of the fundamental sources for all dis- 
cussions of Asiatic population problems in 
their relation to world population. 

CONSTANTINE PANUNZIO 

University of California 

at Los Angeles 


Myerson, ABRAHAM, et al. Eugenical 
Sterilization. Pp. 211. New York: 
Macmillan Co., 1936. $3.00. 


This report (which was published a year 
earlier in abridged form) summarizes the 
history and the present status of eugenical 
sterilization, discusses the main arguments 
for and against the measure, touches briefly 
on the principles of genetics, and in more 
detail on the inheritance of mental and 
nervous diseases and mental deficiency; 
then refers to crime, to twin studies, and to 
the relation between genius and insanity. 
It contains a great deal of valuable mate- 
rial, the interpretation of which is some- 
times disputable. 

The committee’s conclusions and recom- 
mendations favor voluntary sterilization 
and urge that it be made available to the 
whole population—not merely to those who 
are committed to state institutions. The 
committee opposes compulsion; opposes 
steyilizatiqn of normal persons who are pre- 
sumed to be carriers of defect; and opposes -; 
any sterilization on account of “immorality' ' 
or character defect.” Social as well as eu- 
genic grounds are considered to justify ster- 
ilization, particularly of the feeble-minded 
and the epileptic. 

The claim that this is a “reorientation” 
of the whole problem appears hardly justi- 
fied. The book presents no points of view 
that are not long since familiar. Advo- 
cacy of voluntary rather than compulsory 
sterilization is in accord with prevalent 
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British thought. There is room for a legiti- 
mate difference of opinion on this point. 
Public opinion in the United States, espe- 
cially among persons with first-hand obser- 
vation, generally holds that most. sterili- 
zation will be voluntary, but that compul- 
sion is justified in some cases to protect the 
interests of the state. 

The book may not satisfy extremists on 
either side, but its conservative stand does 
not differ greatly from that of most serious 
students of eugenics. The attempt of sev- 
eral newspapers to twist it into an attack 
on eugenical sterilization is not supported 
by the text. The somewhat belligerent and 
controversial tone of the book may have 
caused some readers to overlook its actual 
recommendations. 

Pavut Porenor 

Human Betierment Foundation, 

Pasadena, California 


Mack, Rura Prince. Controlling Re- 
tailers. Pp.551. New York: Columbia 
University Press, 1936. $4.50. 


Mrs. Mack undertakes, in this book, to 
evaluate the general retail code set up in 
1933 under the National Industrial Recov- 
ery Act. The result is a description and 
analysis which will be of great interest to 
all students of business behavior. About 
half of the book describes in detail pre- 
NRA controls of competitive practices in 
retailing, the drafting of the code during 
the summer of 1933, and its administration 
from October 1933 until the Recovery Act 
was declared unconstitutional in 1935. 
The other half comes to grips with the 
broad, fundamental questions to which any 
study of the NIRA must lead: Did it 
change business behavior to any great ex-e 
tent? Did it operate in the public inter- 
„est? Should it serve as a model for future 
permament legislation? ° 

In each instance Mrs. Mack confines her- 
self to judgments based upon experience 
with this one code. Her answer to all 
three questions is a regretful negative. 
After an exhaustive analysis of the avail- 
able evidence, she concludes that the code 
had remarkably little effect in changing 
the relationships among the retailers them- 
selves, or betw2en the retailers on the one 
hand and their sources of supply, em- 
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ployees, and customers, on the other hand. 
She also finds that the code fell far short 
of the goal set for it in increased wages and 
enlarged employment. 

As to the code and the public interest, 
the author comes (p. 497) to what she calls 
the “unavoidable conclusion” that “the 
operation of the retail eode, in the setting 


_in which it was placed, did not substantially 


ba + 


8 


‘the desirability of further 


further the public interest. Although cer- 
tain definite gains were made, the price 
which was paid for them was too high. 
Benefit to retailer, labor and consumer ac- 
crued approximately in proportion to the 
extent of their power to demand conces- 
sions, . . . Since retailers were relatively 
well organized, they emerged with a rpla- 
tively large plum; since retail employees 
were organized relatively scantily, they 
emerged with a very small plum; whereas 
the consumer, having practically no organ- 
ization, was probably cooked in the pie.” 

Equally strong in the negative is the au- 
thof’s conclusion as to the feasibility and 
legislation 
modeled upon the Recovery Act. She 
closes her bool#on this note: 


“The foregoing discussio&&i has indicated that 
legislation of the NRA variety deals largely 
with a category of economic phenomena which 
either cannot be controlled at all or [can be] 
controlled only at an excessive price. Ob- 
viously this conclusion does not apply to all 
remedial legislation. Social insurance, mini- 
mum wage laws, regulation of a few of the ‘sick 
industries’ and many other types of palli®ives 
may, after leard-headed realistic scrutiny, appear 
to be Clearly worth the price which they involve. 

“The discussion here has been confined to de- 
tailed control of competitive practices in the 
bulk of American industry. Our findings sug- 
gest that the field within which this type of law 
can successfully operate is narrow, and even 
within this field, the cost of obtaining acceptance 
of regulation and the cost of enforcing rules 
which have been laid down is indeed high. But 
there is a further cost which might be involved 

. a constant danger that the government 
may lose its monopoly of governmental func- 
tions. The checks and balances of democratic 
government may be seriously upset if control 
gravitates, as it is likely to do, into the hands 
of the people who are presumably being con- 
trolled.” 


Mrs. Mack’s discussion would have ben- 
efited greatly from drastic condensation, 
ee 
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especially in the first half. A more care- 
ful editing to remove lapses in punctuation, 
grammar, and style was also needed. Fi- 
nally, the omission of a bibliography is re- 
grettable. The author evidently has gone 
through many sources, and students who 
follow in her path would find a concen- 
trated list much more convenient than 
hundreds of footnotes scattered through a 
long text. 

Despite these defects, the book is a 


highly creditable one, which deserves wide ` 


reading among students interested in the 
problems of competitive practices in busi- 
ness. ‘This is true whether or not they 
agree with the conclusions to which het 
analysis leads. 
Reavis Cox 
University of Pennsylvania 


Aronovicl, CAROL, and ELIZABETH McCat- 
mont. Catching up with Housing. 
Pp. xvi, 243. Newark: Beneficial Man- 
agement Corporation, 1936. $2.00.® 


This publication is a compendium of in- 
formation dealing with facts, figures, and 
illustrations of the many ephases of the 
housing problem ia the United States. 

The book describes the Federal and 
state laws relating to housing companies 
and programs in which the government is 
interested. ‘There is a discussion of the 
“Essential Elements in a Housing Pro- 
gram” which includes sections on slums, 
taxagjon, rentals, planning, and manage- 
ment. In addition there is a, brief de- 
scription of some of the most noted thous: 
ing projects, together with an account of 
other projects representative of the differ- 
ent types of housing. 

So much material is presented within 
the covers of this volume that it becomes 
one of the best sources of information for 
the student to consult. It should be in the 
libraries of schools and colleges as a refer- 
ence book to aid students seeking informa- 
tion about housing which they now, obtain 
by writing to various housing offices. The 
appendix contains a list of Federal and 
limited dividend projects, and a brief bib- 
liography well selected to guide the stu- 
dent’s research. A list of organizations en- 
gaged in housing or allied work completes 
this section of the book. The index is so 
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determined that the reader may find any 
special information the book contains. On 
the whole, this handbook is what one ex- 
pects and gets from any treatise that Dr. 
Aronovici prepares. 
BERNARD J. NEWMAN 
Philadelphia Housing Association 


Bassett, Epwarp M. Zoning: The Laws, 
Ádministration, and Court Decisions 
During the First Twenty Years. Pp. 
275. New York: Russell Sage Founda- 
tion, 1936. $3.00. 


Mr. Bassett in his foreword to Zoning 
states that the purpose of his book is to: 
(1) “outline the early development of zon- 
ing in the United States” and (2) “bring 
together court decisions on zoning.” His 
discussion of the history of zoning in the 
United States is quite illuminating, for he 
not only gives the stages in its development 
but also copiously illustrates the funda- 
mental phases of zoning which must þe con- 
sidered in the drafting of ordinances. 

Mr. Bassett outlines the successive steps 
municipalities should take ìn the initiation 
and enactment of zoning ordinances: the 
enabling legislation; the appointment of a 
zoning commission; the preperation of 
maps and ordinances with subsequent pub- 
lic hearings and specific advertising; leg- 
islative action on the ordinance by City 
Council; the demise of the commission and 
the creation of the bureau of enforcement 
and adjustment; provisions for amending 
the maps and ordinances with safeguards 
set up against precipitate or unjust changes. 

Throughout this treatment there is a 
wealth of sane advice to guide municipali- 
ties in avoiding mistakes of commission 
and Omission when they set up zoning reg- 
ulations. Courts, Mr. Bassett says, “will 
uphold only such regulations as have a 
safety, 
morals, comfort, convenience and general 
welfare of the community,” and “this rela- 
tionship should be provable in each case in 
its application to the lot in question.” 
The study of zoning furnishes many cases 
where efforts were made to insert unjusti- 
fiable restrictions, only to have the courts 
render adverse decisions when the matter 
was brought before them. 

In this class were efforts to “establish 
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districts for public buildings only,” “for 
selected types of stores,” “for architectural 
design,” “exclusion of residences from in- 
dustrial areas,” and like special-purpose re- 
strictions; yet in each case the courts re- 
fused to sustain such action. In short, 
zoning, according to Mr. Bassett, must al- 
ways be reasonable. 

The frequent references to types of ad- 
verse zoning, with case citations to show 
court reactions thereto, are the prime value 
of the book. Nothing is based on the as- 
sumption of the author in the information 
he offers. Each instance referred to car- 
ries its case citation, thereby transferring 
opinions from personal judgments to court 
judgments. For example, in most efforts 
to zone, commissions have met with diff- 
culties arising from a conflict between con- 
venience and health protection. Public 
knowledge of health hazards is limited to 
cases where such hazards are obnoxious to 
the eye or the smell. Hence, to exclude a 
food store, such as a delicatessen, from 
residential areas has been argued as a re- 
finement more finicky than justifiable. 
Mr. Bassett, in illustrating the justification 
for exclusion, does not say specialists in 
preventive medicine object, therefore it is 
wrong per se. No, he quotes the testi- 
mony of Dr. Kober from a case cited where 
the court held that “the segregation of 
stores from residences was substantially 
related to the community health and 
safety.” 

This book is of special importance to 
boards of appeal in defining their powers; 
procedure; and rulings, when discretion 
may and may not be exercised; how to es- 
cape adverse court decisions, usually en- 
gulfing the average appointee to sucH quasi- 
Judicial positions. 

The bibliography of fifteen } pages and the 
index to cases are particularly informative 
and helpful. 

On the whole, this comprehensive treatise 
on Zoning by the leading authority is just 
what one who knows the author would ex- 
pect from his pen. 

Bernard J. NEWMAN 

Philadelphia Housing Association 


HERRING; JAmES M., and Geraro C. Gross. 
Telecommunications. Pp. x, 544. 


New Yòrk: McGraw-Hill Book Co., 
Inc., 1936. $5.00. 


Here are considered for the first time in 
a single volume all the telecommunication 
industries—telegraph, cable, telephone, and 
radio. By bringing the pertinent material 
together, the authors hope to “unify and 
clarify” the economics of a subjeet (com- 
munications) of increasing significance. 
Emphasis is properly placed upon the tele- 
phone and the radio. The brief analyses of 
“principles” indicates that the book is ad- 
dressed primarily to those already versed 
in the field. `% 

The writers present in the first four 
chapters, comprising about one fourth of 
the volume, the historical background. 
Running throughout these chapters®is a 
story of steady, sometimes phenomenal, 
technical and commercial development in 
all of the industries. Expanding primarily 
under semi-monopolistic conditions, but 
with significant contributions from the in- 
d@pendents, communications have become 
not only national but also international in 
scope. 

Chapters ¥ to VUJ]—the second fourth 
of the book—are deyoted to economic 
characteristics of the industries, with spe- 
cial reference to rate structures. The 
analysis of revenues and expenditures 
shows the telegraph to be more economical 
for long distances, the telephone for short 
distances. Decreasing cost | characterizes 
the telegraph, increasing cost the telephone 
industry. Loatl factor consideratis are 
important in both fields. Value of service 
is especially significant in ratemaking be- 
cause the utility of communication services 
depends in peculiar degree upon intercon- 
neetion. Telegraph and cable rates are 
much less scientific than telephone rates. 
Concentration of control has marked the 
entire field, with some combination of dif- 
ferent types of communication. In gen- 
eral, the authors favor monopoly in a sin- 
gle industry, competition between differ- 
ent industries. 

Chapters IX to XV—the last half of the 
volume—deal with public regulation, Fed- 
eral, state, and international. National 
regulation is naturally predominant, ex- 
cept in the case of telephones: Federal 
control of telegraph and telephone rates 
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and service began under the Interstate 
Commerce Commission in 1910, and the 
first general regulation of radio service 
began under the Secretary. of Commerce 
in 1912; but both arrangements were unsat- 
isfactory. Congress improved radio con- 
trol by creating the Federal Radio Com- 
mission in 1927, and national regulation of 
all telecommunications was unified by the 
Telecommunications Act of 1934. To a 
commission of seven were transferred the 
functions formerly possessed by the Inter- 
state Commerce Commission and the Fed- 
eral Radio Commission. Broadly speak- 
ing, the powers of the Communications 
Commission are as great as those of the 
Interstate Commerce Commission. 

e last and best chapter deals with 
general problems of regulation. Several 
important issues remain undecided: valu- 
ation, control of holding companies, con- 
solidation of communication companies, 
labor relations, and security issues. Un- 
solved problems in broadcasting are: How 
and to what extent noncommercial broad- 
casting shall be made available; limitations 
on advertising matter; and éhe censorship 
of programs. In general, the authors are 
opposed to fixed allocations of broadcasting 
facilities. They also believe that it is pos- 
sible to develop good programs under com- 
mercial sponsorship. New broadcasting 
legislation is not called for at this time. 

This book is a distinct contribution. 
Not much of the material is new, but it is 
unified and well organized. It indicates 
good balance and judicial conclustons. 
The study could have been improved, how- 
ever, by a greater emphasis upon critical 
analysis. Especially valuable would have 
been further development of the simifari- 
ties and the dissimilarities of the various 
communication industries. A less impor- 
tant shortcoming is the omission of a bib- 
liography or references. A minor point is 
the failure to state definitely in the chap- 
ter on the Communications Act the,num- 
ber of members on the Commission. ‘This 
information, however, is to be found in 
Appendix A. Appendices B and C relate 
to international conventions regarding 
communications. 

Truman C. Bienam 

University of Florida 
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SHAFFER, Avice, et al. The Indiana Poor 
Law. Pp. x, 378. Chicago: University 
of Chicago Press, 1936. $3.00. 

Bruce, ISABEL ` CAMPBELL, et al. The 
Michigan Poor Law. Pp. xu, 287. 
Chicago: University of Chicago Press, 
1936. $92.50. 

The depression period has produced a 
sharp shift in emphasis in the field of so- 
cial welfare work to the responsibility of 
the state for the care of the poor—in 
marked contrast to the attitude of the 
large city private social agencies of a dec- 
ade ago. This increasing reliance upon 
the rôle. of public agencies has brought 
with it a corresponding interest in the leg- 
islative and judicial bases both of past and 
of future developments. 

More than forty years ago Cummings 
revealed the possibilities of poor relief leg- 
islation as a field for research, with his 
study of developments in New York and 
Massachusetts. In 1913 Heffner published 
his survey of the history of the Pennsy]- 
vania Poor Law, and in 1922 Kelso re- 
minded us with his study of Massachusetts 
that even in this country we had three 
centuries of experience upon which to draw. 
More recently, the School of Social Service 
Administration of the University of Chi- 
cago turned to the systematic study of this 
field, and some excellent state studies are 
now appearing in its series of social service 
monographs. The volumes under review 
are two of this series, taking their place 
with their studies of Ohio, Kansas, and 
Rhode Island. 

The history of poor relief legislation in 
Indiana and Michigan covers somewhat 
more than a century. Both adopted the 
pattern of the Elizabethan poor law; and 
each was coycerned with the same ques- 
tions and problems; the attempted distinc- 
tion between the permanent and the tem- 
porary poor, the relative responsibilities of 
country and township, indoor versus out- 
door relief, degrees of family responsibility, 
extent of state-wide administrative respon- 
sibility, the provision for the sick poor 
through the opportunities offered by state 
universities in the professional education 
of medical students, and the controversial 
issues of administration which had to be re- 
solved through the courts. 
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Both of these volumes are well done. 
They are based on an examination of orig- 
inal sources, and not the least of the serv- 
ices of these studies is their reminder of 
the wealth of fugitive material that is 
available for that study of the historical 
development of social welfare work which 
is so sorely needed in this country. Both 
works are well documented, and the mate- 
rial is well organized. Scientific students 
of social welfare are indebted to the authors 
of these volumes, as well as to the faculty 
of the Chicago School of Social Service Ad- 
ministration for their guidance of students 
to this important task. 

James H. 8. Bossard 
University of Pennsylvania 


Rosrinson, Viremia P. Supervision in 
Social Case Work. Pp.xv,199. Chapel 
Hill: University of North Carolina Press, 
1936. $2.50. 


Dr. Robinson has rendered a service to 
the profession in formulating a discussion 
of one of the most important phases of ed- 
ucation for social work. The book is di- 
vided into Part I, the Dynamics of the 
Self in Learning, and Part II, the Learning 
Process in Supervision. 

Part I is a description of the develop- 
ment of a professional self. There are 
three aspects of social case work in relation 
to which learning must take place: (1) 
routine elements of any job, (2) carrying 
out the essential helping function of the 
agency in services to the client, and (3) 
supervision, which is the way in which new 
workers learn to relate themselves to their 
clients. 

Part II discusses the limits of the proc- 
ess and the activity of the supervisar, and 
evaluates and gives illustrations of the sti- 
dents’ utilization of the learning process. 
The author implies that all supervisors of 
case work have experienced the therapeu- 
tic relationship of psychoanalysis, but at 
the same time admits that the influence of 
psychoanalysis in case work and super- 
vision has reached its peak. She also 
states that the help offered under the So- 
cial Securitiy Act of 1935 may prove more 
usable to clients than the vague, more 
diffuse service of social case work. Never- 
theless, the supervisory process described 
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rests on the theory that the content of 
knowledge to be imparted to students in so- ` 
cial work is greatly limited, and that the 
srowth process in the development of their 
personality is of far greater importance. 
Since three full days each week of the first 
graduate year and four full days each 
week of the second year are to be devoted 
to field work in social case work, the prep- 
aration is obviously training students for 
intensive case work practice, which seems 
likely in the future to be more than ever 
the function of private social agencies. 

Another theory in professional educa- 
tion in this field is that schools of social 
work must now prepare students for soczal 
work instead of for social case work. Such 
preparation involves a broader foundation 
in factual knowledge than is possible when 
so much of the two graduate years is de- 
voted to social case work, The book must 
therefore be considered as a discussion of 
supervision in preparing students for a 
highly specialized form, not only of soc‘al 
work but even of social case work, since 
it is really psychiatric case work. The 
author assumes that the professional self 
in social work*is so different from the pro- 
fessional self required fi the older profes- 
sions of medicine, law, theology, and edu- 
eation that two thirds of the time spent in 
professional education must be devoted 
to the process—a theory which still 
clings to the apprenticeship method of 
training. ° 

« Mouorep D. Muresrr 
Upiversity of Minnesota 


Taytor, Granam. Chicago Commons 
Through Forty Years. Pp. xiv, 322. 
Chicago: Chicago Commons Associa- 
tion, 1936. $1.50. 

“To provide a center for a higher civic 
and social life, to initiate and maintain reli- 
gious, educational and philanthropic enter- 
prises, and to investigate and improve con- 
ditions in the industrial districts of Chi- 
cago. So reads the charter granted to 
Chicago Commons in 1894, and today Gra- 
ham*Taylor gives an account of his forty 
years’ stewardship. Founded a few years 
after Hull House, this equally unique so- 
cial settlement has contributed its full 
share to the development of the philosophy 
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and practice of the American experiment in 


neighborhood building. 

Borrowing the title of an earlier volume 
of Graham Taylor’s, the present one can 
well be described as a record of pioneering 
on social frontiers. Begun experimentally 
as a base for field work in religious educa- 
tion, Chicago Commons was active in the 
establishment of the School of Social Serv- 
ice Administration of the University of 
Chicago. Beginning, again experimentally, 
with the publication of The Commons, Gra- 
ham Taylor and his associates saw it even- 
tuate through merger with Charities into 
the Survey of today. Chapter after chap- 
ter adds to this testimony of the “begin- 
ningness” of Chicago Commons—of con- 
tributions in the field of education, in 
group work, in industrial conflict, in neigh- 
borly living together, in the field of social 
interpretation. 

Not the least of the services of Chicago 
Commons was through the lives of many of 
those who were early in residence these. 
One can feel the religious zeal of the 
founder throughout this volume and espe- 
cially in those pages that record the “forth- 
goings” of Commons residents as leaven 
throughout the land. For many of these 
missionaries of social reform no goal 
seemed worthier than “to make the charity 
of today the justice of tomorrow.” 

Part one of this volume is in the words 
of Graham Taylor; part two is an interpre- 
tation by staff members of the Commons of 
todayém action; part three is a record of the 
events of the fortieth anniversary*in 1934. 

Graham Taylor’s volume adds one more 
to the records of the beginnings of Ameri- 
can social settlements as written by one of 
the founders. Out of them some day may 
come the history and the interpretation of 
the settlement movement. Assuredly there 
is history here, but one wishes that there 
were less of chronicling and recording and 
more of the pithy wisdom and the felicitous 
phrase of the Hull House papers, more of 
the penetrating kindliness of Lillian Wald’s 
- volumes. e 

ARTHUR E, FINK 
University of Pennsylvania 


Cann, Francis, and Vareska BARY. 
Welfare Activities of Federal, State and 
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Local Governments in California, 1850- 
1934. “Pp. xxiv, 422. Berkeley: Uni- 
versity of California Press, 1936. $3.50. 
In his foreword, Samuel C. May, direc- 
tor of the Bureau of Public Administration, 


- University of California, writes that this is 


the first volume of a series of studies of the 
interrelationships between California and 
the Federal Government. Other studies 
will deal with agriculture, natural re- 
sources, national defense, and transporta- 
tion. Public welfare has been broadly 
construed here to cover care of children— 
dependent, delinquent, and handicapped— 
and of adults. Other topics include labor 
legislation and agencies, veterans, immi- 
grants, and Indians. 

Each chapter is a unit in which historical 
development as well as current organiza- 
tion practices and governmental interrela- 
tions are covered. There is ample docu- 
mentation, and every indication of thor- 
oughness. The period covered is from 
1850 to June 10, 1934. There is a very 
useful table covering the development of 
the Children’s Aid Law in California be- 
tween 1869 and 1933, and another on the 
Juvenile Court Law from 1903-1933. 
There is also a good index. 

California welfare legislation, rather 
more than that of other states, grew out of 
emergencies. Changes in organization and 
function were very frequent, especially in 
the care of dependents. Effective coördi- 
nation was slow to arrive. Experimenta- 
tion was particularly notable in the labor 
field. The recent participation of the Fed- 
eral Government in relief and the division 
of field and function between Federal, 
State, and local authorities are outlined 
with care and clarity. 

As a summary and handbook for Cali- 
fornia ‘welfare’ legislation and organization, 
this book is useful añd commendable. The 
authors did not intend to generalize upon 
their findings or to evaluate measures or 
compare them with those of other states. 
That remains for others to do. The pains- 
taking assembling of historical material 
has been so well performed that critical ap- 
praisal by others will be much facilitated. 
If volumes of this type can be compiled 
state by state, the political scientist and 
sociologist will be greatly helped in making 
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the much-nesded comprehensive study of 
the principles of public welfare and of wel- 
fare administration. 
James Forp 
Harvard University 


Freeman, Erus. Social Psychology. 
Pp. xii, 491. New York: Henry Holt 
& Co., 1936. $2.50. 


Gurnez, Hersert. Elements of Social 
Psychology. Pp. xi, 467. New York: 
Farrar & Rinehart, 1936. $2.50. 


Freeman’s volume has three outstanding 
features. First, it shows, as do one or two 
other recent books in the same field, that 
the academic psychologist has at last dis- 
covered society and culture. Second, the 
book, like that of J. F, Brown, represents a 
growing tendential quality in social psycho- 
logical writing. Third, the author belabors 
unduly the old problem of the so-called 
“group fallacy” made so much of by F. H. 
Allport. The discussion opens with a de- 
fense of “individual psychology” as “the 
frame of reference for social psychology,” 
for while the author recognizes the place 
of culture, he wishes to avoid any implica- 
tion that the group or human association 
is anything but the fiction of fuzzy minds. 
The discussion of mechanisms follows tra- 
ditional psychology, and the nexus between 
individual and culture is made through 
language. However, the treatment of lan- 
guage is inadequate, because the author is 
so obsessed with his antagonism to the 
group-mind concept that he fails to see that 
the processes of interaction and communi- 
cation as discussed by George H. Mead and 
John Dewey rest upon a sound basis which 
reckons with individuals interstimulating 
each other. And once this fact is grasped, 
most of the “worry” about “group mind” 
can be avoided. e ‘ 

The second large sgction of the book is 
devoted to the psychology of social values. 
Freeman says, “Psychologically a value is 
anything that any individual desires for 
any reason whatever.” While the Marx- 
ian bias of the writer is already apparent 
in the first division, it becomes increasingly 
evident in his discussion of values. And 
when the reader gets into Part HI which 
deals with such problems as “impartiality,” 
“psychological defects in some economic 


AS 
theories,” “acquisitiveness,” matters of in- 
dustrial coöperation, control, and'efficiency, 
professional associations, and “visual art,” 
the tendential character of the writing is 
strikingly clear. Not only is there a strong 
bias of economic determinism, but the tone 
of the writing becomes slightly that of the 
scold. Thus, while Freeman represents an 
academic psychologist who has discovered 
culture and society as useful concepts, he 
has failed, it seems to me, to take a long- 
range and comparative view of culture and 
society. Instead of describing and analyz- 
ing the manner in which current practices 
in our modern industrial world were built 
up, or their functional interrelationship as 
they influence the individual, he falls into 
the habit of expressing regret that exploita- 
tion exists, that the profit system ‘keeps 
men in economic dependence, and that art 
has any other than a moral—that 1s, 
for him, a _ social—purpose. Therefore, 
whether the use of cultural and societal 
concepts by social psychologists recruited 

om the laboratory will lead, as it does 
here and elsewhere, to a general practice 
of interpreting material in terms of some 
particular pelitical and economic philoso- 
phy remains to be seen. Within the next 
few years I should not be surprised to see, 
a social psychology text which interprets 
the data from a fascist view. In other 
words, writers like Brewn and Freeman 
are living examples of men whose dealing 
with social phenomena is cqlored by a par- 
ticular social theory of our time. Perhaps 
Freeman’s contention in the final chapter 
tht we can have an objective sociology is 
itself wishful thinking, since no one can 
escape his own culturally determined val- 
ues. (See his discussion of impartiality.) 
Yet because Freeman pleads a certain 
cause, there is no reason for assuming that 
the book lacks merit. The interpretations 
are stated with vigor, and such a textbook 
should evoke lively discussion in the class- 
room, 

Gurnee’s book rather completely ignores 
the possible contributions which cultural 
anthropology and sociology may make to 
social psychological analysis. Although at 
the outset the author does introduce some 
rather happy illustrations of interaction 
among individuals, he does not follow this 
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material up in subsequent discussions. 
There is'in fact no evidence here of influ- 
ences from the important work of Dewey, 
George H. Mead, Thomas, Cooley, or Ber- 
nard. Likewise, the contributions of an- 
thropology to the understanding of inven- 
tion, regarding the limitations of climatic 
determinism, and respecting the relation of 
culture to the processes of competition, 
conflict, and coöperation (as brought out 
in recent work of Margaret Mead for in- 
stance) are completely neglected in the 
treatment of social habits and of motiva- 
tion. So, too, the discussion of emotions 
in social behavior ignores the importance 
of cultural conditioning upon the nature 
and the intensity of emotional responses. 
The chapter on language is filled with psy- 
chologizing of the kind which a cultural 
anthropologist would avoid, such as the 
statement about the inferior quality of 
non-inflectional languages. This chapter 
would be considerably improved by refer- 
ence to the work of E. B. Holt, I. Latif 
J, E. Markey, E. Sapir, D. McCarthy, J. J. 
Piaget, and F. Lorimer, to note but a few 
important contributors. So, too, “group 
behavior,” “social misconduct’ “zsthetic 
activity,” and “religion” are all treated 
without adequate reference to the sociologi- 
cal and anthropological materials pertinent 
to these topics. In short, the author psy- 
chologizes, that iss explains behavior and 
ideas in terms of individual psychology, 
where a recognifion of the influences of cul- 
ture and society would seem necessary to a 
fuller understanding of our personai con- 
duct. % 
In spite of these criticisms, Gurnee’s 
volume is readable and contains a great deal 
of material drawn from research which 
should prove useful to the student. z 
KIMBALL YOUNG 
University of Wisconsin 


Ross, Epwarp AuswortH. Seventy Years 
of It. Pp. 341. New York: D. Apple- 
ton-Century Co., 1936. $3.00. a 


Possibly this book was sent to me for 
evaluation as a life history. It would þe 
foolish to examine it from this standpoint, 
even if the author had not already fore- 
stalled such inquiry by including in his text 
a verdict on himself from a psychiatrist. 
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The verdict refers to Mr. Ross in summary 
as “merely normal.” This is undoubtedly 
overcautious. ‘The author is an extraord- 
inary man, if there ever was one. He is a 
giant in size and composure, a sociologist 
without a taint of intellectualism, an or- 
phan without residual bitterness, a crusader 
without neurotic hatred, a charmingly gen- 
erous man to family and fellow scientists, 
and a brave and cunning fighter who has 
repeatedly taken his career in his hands 
and put it at stake in expressing his con- 
victions. 

The author gives a hearty account of his 
career which asks no retrospective sym- 
pathy from any man. He has never per- 
mitted himself to hate Mrs. Stanford or her 
business group, or his many enemies among 
the managing clique in American life; he 
figures that he gave as good as he got, or a 
little better, and the evidence seems to be 
that he did. Childhood and adolescence © 
are swiftly reviewed, and the account be- 
comes full with the beginning of graduate 
work at Johns Hopkins, his contacts with 
Lester F. Ward, and his first years in 
teaching. His training as economist un- 
doubtedly gave him a realistic slant on 
American life, too often denied to Sociclogy 
Ph.D.’s of the present day. A firm sym- 
pathy with common people everywhere has 
made him a kind of perpetual trustee of 
their interests. He has personally “raised 
the Hell” which he once indicated as part 
of the sociologist’s job. It is a fine tribute 
to our era of liberalism and to Wisconsin 
that he has been permitted to come off so 
well at it. 

Professor Ross has had for many years 
an interest in society in the concrete and in 
the detgils of its actual function, which 
seems the’ greatest of his intellectual con- 
tributions. Possibly this imterest was 
forced on him by the sgriousness with which 
he has called attention to defects in our’ 
social order and the many occasions he has 
had to notice how this control was exer- 
cised on himself. At any rate, his ideal of 
a sociologist goes beyond the classroom 
and the research monograph; he has done 
valiantly on the lecture platform, heeded 
the call of the culture-hungry democrat, 
and strode the planet as a sympathetic 
witness to human society. He says he has 
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developed a world view, and certainly one 
may admit that surveys of South America, 
Mexico, China, India, the Soviet Union, 
and Portuguese Africa give him a good basis 
for it. 

The book is full of a fresh common sense, 
much of which is expressed in personal 
maxims; early Mr. Ross noted that the way 
to be thought an exquisite conversational- 
ist is to keep still and let the other fellow 
talk. - This plan worked splendidly until 
he met a devious Englishman who tried 
to work the same game on him. After 
mutual confessions as to tactics, matters 
went on beautifully. 

Mr. Ross writes with a moving sincerity 
about his wife and children, and no less 
so about his enjoyment of physical nature. 
His reports on these spheres may even 
rouse in others a little of the envy of which 
he seems so incapable. 

I will end the review without a negative 
note, and invite a ringing cheer for E. A. 
Ross—a technique by which he himself 
has warmed the heart of many a shrinking 
author, 

JOEN DOLLARD 

Yale University 


Bares, Sarrorp. Prisons and Beyond. 
Pp. xii, 334. New York: Macmillan 
Co., 1936. $3.50. 


The author of this book has had a long 
and varied experience in prison administra- 
tion covering nearly twenty years of work, 
first as Commissioner of Penal Institutions 
for the city of Boston, then as Commis- 
sioner of the Department of Correction for 
the State of Massachusetts, and finally as 
head of the Federal Prison Bureau in 
charge of the Federal prisons. Mr? Bates’s 
experience does not include that of warden 
or superintendent of an institutién, and 
the book therefore “does not reflect a 
close-up of prisoners or of the day-to-day 
administrative problems of a prison. It is 
the work rather of a man who has been in 
charge of a system of institutions responsi- 
ble for general policies and for the main- 
tenance and the upbuilding of the system 
itself. Mr. Bates’s work has brought him 
into intimate contact not only with the 
prisoners and prison people of the United 
States but with those of Europe as well, 
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and the book is therefore a broad-gauge 
discussion of prisons and of prison prob- 
lems, well suited to the intelligent citizen 
who desires to know something of what 
society is doing with criminals. 

Although there is some intermingling of 
chapters, the book consists really of two. 
parts—one devoted to certain general 
problems of prison administration, and one 
to a discussion of the Federal prison system 
in the development of which Mr. Bates has 
had a large part. Such general prison prob- 
lems are discussed as jails, prison riots, 
prison labor, civil service, parole, classifica- 
tion, and the education and training of the 
prisoner. Jails are outworn institutions 
and should not be used for the detention of 
sentenced prisoners. Riots are dwe to 
many causes, and are largely preventable 
by intelligent action on the part of prison 
administrators and the public. Work 
should be found for prisoners, though care 
should be taken to see that it does not un- 
daly compete with outside production. 
The state-use system, interpreted im a 
broad way to include what is sometimes 
spoken of as the public works and ways 
system, offers the best way, in fact the 
only way, out of present difficulties. Mr. 
Bates has proved his sincerity with respect ° 
to civil service by securing its adoption in 
the Federal Prison Bureau service. Though 
admitting many weaknesses in its adminis- 
tration, he finds parole to be far superior 
to the old method of unsup€rvised release. 
Classification % a step toward ind#dtali- 
zajion, &nd educational work in prisons is 
a sine qua non of successful prison manage- 
ment. 

Having to wrestle with all these prob- 
lems, Mr. Bates is quite aware of the ob- 
stacles that confront anyone who works in 
this field. County cliques fight to retain 
the jails; politicians look askance at the 
idea of civil service; the employment of 
prisoners under the state-use system is evi- 
dently quite complicated in practice, as 
evidenced by the huge amount of idleness 
in tle prisons; the prisoners themselves 
are not the most promising educational ma- 
terial. 

Mr. Bates will be remembered as the 
man who made the Federal prisons into a 
system of coördinated and differentiated 
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institutions. Alcatraz for the most diff- 
cult types of prisoners; the hospital for 
the chronically ill at Springfield, Missouri; 
reformatories for men at Chillicothe, Ohio, 
and E] Reno, Oklahoma; a reformatory for 
women at Alderson, West Virginia; jails at 
La Tuna, Texas, Milan, Michigan, and 
New Orleans, Louisiana; camps for those 
prisoners that can be handled in the open 
—these plus the penitentiaries give the 
United States Government an institutional 
equipment second to that of no state and 
far superior to most. The task, one might 
comment, is by no means finished. A tre- 
mendous job of scientific refinement in 
treatment should now begin if we are ever 
to learn how to turn men from the paths 
of cme. 

There is some discussion of the prisons 
of the future. Mr. Bates leans toward the 
colony idea, again differentiated as to 
types of prisoners. One point which he 
makes on which all who have any knowl- 
edge of prisons will agree, is that we wgll 
have to get accustomed to the idea of 
spending more money on these institutions. 
Of course, if the prison labor problem could 
ever be solved, the cos? would be 
somewhat’ mitigate. Nevertheless, the 
*reéducation of human beings, if honestly 
carried out, cannot be carried on without 
expense. 

Like others who have seen prisons and 
recognized their inevitable shortcomings, 
Mr. Bates seel in the further development 
of alt’amnatives to imprisonment a ray of 
hope. Probation, parole, and fines we al- 
ready have; but the most effective use of 
these has not been made, and the search 
ought to go on for still other uses of these 
substitutes and for new substitutes. To 
this the writer of the review would say 
“God speed.” 

Louis N. Rosinson 

Swarthmore, Pa. 


GLUECK, SHELDON. Crime and Justice. 
Pp. vui, 349. Boston: Little, Besown 
and Co., 1936. $3.00. Š 
Nearly thirty years ago the late Chief 

Justice Taft observed that the administra- 

tion of criminal justice in the United 

States was a disgrace. If he were alive 

at this moment and happened to read 
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Professor Glueck’s latest analysis. of the 
ways and means of the Blind Goddess and 
her accomplices, he would find little reason 
to revise his observation. With vigor the 
author takes the reader by the hand and 
leads him into the areas where criminals 
are made, pointing out the various land- 
marks of criminogenesis. The usual so- 
cial defects of an acquisitive society are 
emphasized as the tour leads inevitably to 
the doors of police departments with their 
political racketeers giving orders to execu- 
tives who, all too often, must direct the 
activities of a rank and file not too bright; 
down the corridor to the prosecutor’s of- 
fice where the paralyzing hand of favorit- 
ism, corruption, trickery, and chicanery en- 
folds the most determined of prosecutors; 
across the hall into the sanctified atmos- 
phere of the court of justice where attend- 
ants salaam before the might and majesty 
of the unseen Control, and where the Blind 
Goddess, for her own spiritual hygiene, 
might do worse than hold her nose as well 
as blind her eyes; through the back door to 
the sheriffs van that awaits the grist of 
human wreckage tossed into it by those 
impartial tribunals on the second floor; on 
into the reformatory and the prison, where 
the van’s contents are deposited in safe 
keeping of wardens and guards that meet 
every specification of a highly civilized 
society seeking its pound of flesh, while its 
preachers mouth the need for understand- 
ing; out on parole into the hands of broken- 
down political hacks too incompetent for 
regular janitorial service in the nearby fac- 
tory; back again through the closely woven 
meshes of Justice into the reformatory and 
the prison. And so the endless chain re- 
turns again and again to pick up those who 
are worse now than they were on the first 
trip to*those monuments to man’s insistent 
lack of intelligence—*the penal institutions 
of the United States of America. 

` While Professor Glueck has not added 
anything new to our knowledge, he has said 
what we already know, far better than 
most of the current crop of criminologists 
ate able to say it. There is something 
vital and alive about this volume which 
deals with one of our most serious prob- 
lems. Few readers can laugh off what he 
has written and documented—no, not even 
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the district attorney and his elected col- 
league, the criminal court judge. But then 
it is quite likely that neither will ever read 
it. One point puzzles this reviewer, how- 
ever, and that is, how can Professor Glueck 
defend such legal absurdities as the fiction 
of innocence and the procedural rule which 
allows the accused to refuse to take the 
stand in his own behalf? Perhaps if some. 
of the technical dodges of the Stuart days 
were eliminated in our procedure, criminal 
justice would attract more desirable law 
students and decrease the number of 
mountebanks now in the criminal section of 
the legal profession. 
J. P. SHALLOO 
University of Pennsylvania 


IsRAELI, Nataan. Abnormal Personality 
and Time. Pp. 123. Lancaster, Pa.: 
Science Press Printing Co., 1936. $2.50. 


While it is true, as Murphy points out 
in his Introduction, that Dr. Israeli is the 
only psycholagist seriously and systemati- 
cally investigating our behavior toward 
the future, psychiatrists have laid much 
stress on temporal orientation as a factor 
in abnormality. Hence the significance 
of the present work. The techniques for 
investigating behavior toward the future 
here described should be distinctly useful 
in clinical work. 

On the other hand, the author fails to 
find any clear-cut distinctions between the 
several psychoses, though, as might be ex- 
pected, the melancholics show some differ- 
ences in a ccmparison of averages. 

Perhaps the most interesting feature of 
the book is the comparison between psy- 
chotics and superior adolescents. Only 
a very small number of psychotics, ¢o wit, 
some of the paranoid cases, resemble gifted 
or superior individuals or mên of gtnius. 
Only a few psychotics show the great ex- 
pectations, the lofty aims, and the strong 
and persistent drive which characterize 
the superior person. The view of Lom- 
broso and others that genius and insanity 
are parallel in many respects, that a cer- 
tain amount of psychopathy is essential to 
genius, finds only contradiction in Israelis 
investigation of time attitudes. 

The style of the book is not dis- 
tinguished, and the organization is such 
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that the reader lacks a sense of steady 
advance, 
Horace B. Encuisu 
Ohio State University 


Parrerson, S. Howarp, et al. The School 
in American Society. Pp. xi, 570. 
Scranton: International Textbook Co., 
1936. $3.00. 


This volume is the first in a new series, 
the Modern School Series, “which is de- 
signed to offer professional publications 
prepared to meet the needs of educational 
workers.” The authors are, respectively, 
an economist, a supervising principal, and 
a professor of education who has contrib- 
uted to rural sociology. They are hope- 
ful that this work will find adoptiow in 
orientation courses in education and in 
classes in educational sociology. 

The book seems well adapted to the 
needs of beginning students of education. 
It is simply written; each chapter is “pre- 
vieved” in outline form and then pre- 
sented in summary fashion, after which 
problems are suggested. Freshmen and 
sophomores seem to like textbook treat- 
ments that are “definite” and well organ- 
ized, and this text should satisfy their 
taste. In addition, the book should strike 
a responsive chord in those teachers of ed- 
ucation who wish to fall in line with the 
trend toward a social interpretation of their 
subject. The sociologist also is inclined to 
view with approbation such £n attempt to 
interpret the school against a societadabatk- 
ae afid to conceive “education” as be- 
ing broader than formal schooling. In con- 
nection with the latter, one whole division 
of the text is devoted to the educational 
aspects of social institutions other than 
the school. Further, there is treatment of 
such topics as typical children (mental, 
physical, and emotional deviates), child 
welfare, adult and parental education, and 
immigrant and industrial education. 

The sociologist interested in educational 
socioligy will note several limitations, 
however. The book is quite elementary 
for those who have had an introductory 
course in sociology. In many places topics 
are handled too cursorily. For example, in 
discussing methods of social progress, the 
authors devote only one sentence to the 
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biological method, that is, eugenic reform. 
Moreover, for the sociologist who seeks to 
emphasize the contributions of his field to 
educational theory, there is too much at- 
tention given to the history of education. 
The reviewer turned expectantly to the 
chapter entitled “Educational Implica- 
tions of the Great Revolutions of Modern 
Times,” but found not one word concern- 
ing the schools in postrevolutionary Rus- 
sia, This is a serious omission in a book 
that aims to show the organic relationship 
of the school and society, for in Russia 
during the last twenty years we have a 
striking illustration of how changes in so- 
ciety at large are reflected in the organiza- 
tion of the schools. Textbook writers 
mus always consider the mores, but in 
these days a college teacher, even in re- 
spectable institutions, may speak of Rus- 
sia, provided, of course, that he does not 
evince a highly sympathetic attitude. Fi- 
nally, the reader is likely to be disap- 
pointed in the discussion of the effecta of 
the great depression upon the schools, espe- 
cially since one of the authors is an econ- 
omist. 5 

Of course, there are all sorts of persons 
teaching what is called educational sociol- 
ogy: some are educators, and others so- 
ciologists. Regardless of the course titles 
found in college and university catalogues, 
this reviewer feels that the book can be of 
greater service to educators dabbling in so- 
ciology than “to sociologists foraging in ed- 
uch @@h. ` 

Cuaupe C. Bowman 
Temple University 


Borr, Cecm pe. The Ifs and Ought’s of 
Ethics. Pp. xv, 379. Grand Rapjds: 
Wm. B. Eerdmans Co., 1936. $2.50. 


Ethical writers can hardly be warned off 
the territory of the social sciences. There 
is an a priori desirability in their adding 
the concrete and specific to a discipline 
which has all too great a tendency to be 
satisfied with the hypothetical and Specu- 
lative. Yet if we look to the philésgpher 
to settle the practical questions of eco- 
nomics and marriage, it is a bit discourag- 
ing to find our philosopher presenting us 
with a book which is at the same time Jurid 
and reactionary, which is and is not an 
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introductory treatise, and of which the the- 
sis, “if indeed it may be said to have one, 
is that positive doctrine is unavoidably dog- 
matic,” 

A sample of the social policies to which 
Mr. De Boer’s reflections lead him is to be 
found in his final chapter, on Sex Morality 
and the Family. He favors better fami- 
lies rather than smaller ones, and affirms 
that quality rarely depends upon financial 
means. He chides those who practice 
birth control with having “not the slightest 
interest in the improvement of the race” 
and condemns those who do not respect 
monogamy for rejecting with it the whole 
present order and for practicing “vaga- 
bondage.” His inducement to the practice 
of traditional morality in this field is so 
much in terms of toil, self-control, a diffi- 
cult task demanding a mystic faith, that 
we doubt its attractiveness, and so entirely 
based on a belief “in the ultimateness of 
the values nominally recognized by our 
civilization” that its logic seems doubtful. 

The extent of the author’s conservatism 
is revealed in his contention that there are 
no sound reasons for avoiding abstinence 
in marriage, and that the use of birth con- 
trol is an abuse of the marital state; any- 
one, it woulil appear, who does not want a 
child at any and all times is immoral. He 
does not present the theoretical framework 
which might justify such provincialism, 
nor does he display a knowledge of the 
literature. One cannot but be suspicious 
of discussions of population without benefit 
of Carr-Saunders, Thompson, and Kuezyn- 
ski; of divorce and birth control with no 
mention of Lichtenberger or Bromly; of 
the family, lacking the names of Groves, 
Folsom, and Goodsell. 

One might almost anticipate the con- 
clusién that “the idea of retribution is fun- 
damental to the idta of punishment,” and 
that the truest punishment is remorse, the 
most genuine crime prevention the cultiva- 
tion “of a more serious attitude toward 
human sin.” Our author also neatly illus- 
trates the curious fact that the most in- 
transigent moralists in the fields of crime 
and sex are likely to be indulgent to the 
economic system. His long chapter on 
Economie Justice contains many sneers at 
the lack of reality in the thinking of “pulpit 
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economists” who fail to see that “human be- 
ings cannot be motivated to adequate pro- 
duction of gocds and services except by 
selfish motives.” Socialism aims at “im- 
mediate material benefits,” and so is as 
undesirable as it is impracticable. 

The more theoretical portions of the book 
are largely devoted to an attack upon skep- 
tics and moral relativists. De Boer points 
out that the variety of conduct dictated 
by conscience need not worry us, since all 
men at least have a conscience, forgetting 
that the point is the derivation of con- 
science. The idea of intrinsic goodness, he 
insists, cannot be reduced to anything else, 
such as reason, happinéss, or social ap- 
proval. 

If you are satisfied with the dictum that 
anthropology has nothing to do with ethics, 
that reflection upon the traditional code 
is the method to build a scientific ethics, 
the book may be recommended, for within 
these limits you will find considerable sub- 
tle and balanced thinking. However, it 
appears to the disrespectful few that scien- 
tific diet (to use one of De Boer’s illustra- 
tions) 1s not arrived at by thinking, but by 
studying the effects of diet until the choice 
of a proper diet emerges as fairly obvious. 

De Boer leaves the relation between 
ethics and science an unsolved problem. 

W. Rex Crawrorp 

University of Pennsylvania 


TENENBAUM, Joseren. The Riddle of 
Woman. Pp. vii, 477. New York: Lee 
Furman, 1996. $3.50. 


According to the statement of the pub- 
lisher, “Dr. ‘Tenenbaum’s study promises 
to be the last word on this subject for a 
number of years.” Like a great many,pub- 
lisher’s blurbs, however, this one is over? 
done. è 

The author discusses {he various types 
and classifications of women under the 
headings: wife, bride, unmarried wife, adul- 
teress, divorced wife, widow, virgin, spin- 
ster, mother, mother-in-law, angel, gos- 
sip, criminal (woman), witch, beautiful 
woman, prostitute, women in industry, 
commerce, and professions. In the main 
he has done an excellent job, from the point 
of view of social psychology, in analyzing 
the rôle which these women play in vari- 
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ous societies, and he places them in their 
social setting, He has taken into account 
most of the evidence on the sexual nature 
of women, both physiological and cultural, 
though some of his conclusions on this 
point are debatable, 

It is to be regretted that Dr. Tenenbaum 
was not prevented from falling into numer- 
ous errors of fact and judgment. For in- 
stance, to mention a few examples, he has 
taken some of the results of questionnaires 
on auto-eroticism at their face value. He 
does not know how to handie and evaluate 
statistics on crime. He believes the Yurok 
Indians and other peoples have a natural 
rutting season. Any anthropologist would 
have set him straight on that. He believes 
Levy-Bruhl’s outworn theory of the pye- 
logicalness of the primitive mind. The so- 
called “primitive mind,” as we now know, 
is just as “logical” as the “modern mind.” 
He accepts the evidence for group mar- 
riage, all of which is highly dubious. And, 
hear ye, students of the cause of crime, 
“The tendency to crime is inborn, but en- 
vironment makes criminals.” Here, then, 
at last, is the answer to the cause of crime! 
We are back to®the days of the born crimi- 
nal. ° 

But, in spite of the above and many other 
statements that run counter to fact or to 
the theories of the best informed authorities 
in the various fields, Dr, Tenenbaum has 
written a very well balanced and informa- 
tive book. Itis not flashy, as the title may 
suggest, but sane,and certainly most apa- 
able. e 

e Ray H. ABRAMS 
University of Pennsylvania . 


WANDELL, SAMUEL H. Aaron Burr in Lit- 
erfture. Pp. xx, 302. New York: 
Barnes & Noble, Inc., 1936. $4.50. 


The author, who, in collaboration with 
Meade Minningerode, published a two- 
volume biography of Aaron Burr in 1925, 
has now assembled a bibliography of their 
source ematerial (is it possible he has 
missed anything at all?) in novel and at- 
tractive form. Not only has he listed all 
“books, pamphlets, periodicals and mis- 
cellany relating to Aaron Burr and his lead- 
ing political contemporaries, with occa- 
sional excerpts from publications, biblio- 
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graphical, critical and historical notes, ete.”; 
but he has in many instances appended de- 
scriptive and editorial matter of the most 
helpful kind, so that the student is put in 
the position of knowing in advance just 
what sources it will be worth his while to 
tap. The collection includes much having 
to do with the entire Burr family, so that it 
truly becomes a vast and voluptuous gran- 
ary for all future explorers into the period. 

This is the work of a scholar who under- 
stands the needs of scholars down to the 
minutest detail. It could hardly have 
been better done. 

ÅLPHONSE B. MILLER 
Philadelphia 
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th the review of The Frontiers of Public 
Administration, by John M. Gaus et al. 
and Public Service and Special Training, 
by Lewis Meriam, which appeared in the 
May volume of Tur Annars, these books 
were inadvertently credited to the National 
Bureau of Economic Research. They were, 
as a matter of fact, published by the Uni- 
versity of Chicago Press in its Public Ad- 
ministration Series. ° 
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